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Committee  on  Aqmoultube, 
House  of  REPBEssNTAxiyEs, 

Tuesday,  September  23,  1913. 

The  committee  this  day  met,  Hon.  Asbury  F.  Lever  (chairman) 
presiding. 

The  C&AiKMAN.  Gentlemen  of  the  committee,  we  are  taking  up  this 
morning  for  hearing  what  is  commonly  known  as  the  Lever  a^icul- 
tural  extension  bill.  I  will  ask  Dr.  Galloway  to  present  the  proposi- 
tion from  his  viewpoint. 

STATEMENT  OF  DB.  B.  T.  GAILOWAT,  ASSISTAET  SECBETABT 

OF  AOBICULTUBE. 

Dr.  Gaulowat.  Mr.  Chairman  and  gentlemen  of  the  committee,  the 
committee  has  before  it  a  bill  to  provide  for  cooperative  agricultural 
extension  work  between  the  agricultural  colleges  m  the  several  States 
receiving  the  benefits  of  an  act  of  Congress  approved  July  2,  1862, 
and  of  acts  supplementary  thereto,  and  the  United  States  Department 
of  Agriculture.    This  bill  is  a  modification  of  the  Lever  bill,  which 

fassra  the  House  last  year  and  which  was  reintroduced  in  the  Senate, 
imderstand  it  to  be  the  wish  of  the  chairman  and  of  the  members  of 
the  committee  that  this  discussion  be  opened  with  a  consideration  of 
the  present  bill  in  comparison  with  the  old  bill.  I  will  endeavor 
merely  to  discuss  the  oil!  in  detail,  pointing  out  the  differences 
between  the  existing  measure  and  the  former  bill,  the  Secretary  fol- 
lowing with  general  statements  as  to  the  principles  involved  in  the 
consideration  of  this  bill. 

As  already  noted,  the  present  bill  provides  for  cooperative  agricid- 
tural  extension  work  between  the  United  States  Department  of  Agri- 
culture and  the  agricultural  colleges  in  the  several  States.  The  old 
bill  provided  for  the  estabUshment  of  agricultural  extension  depart- 
ments in  connection  with  the  a^cultural  colleges  in  the  several  States. 
The  new  bill  differs  from  the  old  one  in  that  it  is  a  purely  cooperative 
measure.  In  the  present  bill  tiie  words  '^  agricultural  extension  de- 
partments'' have  oeen  modified  to  **  cooperative  agricultural  exten- 
sion work,"  this  being  necessary  simply  to  carry  the  proper  phrase- 
ology through  the  bm.  As  already  stated,  in  the  origmal  Dili  no 
provision  was  made  for  cooperation  between  the  various  State  agri- 
cultural colleges  and  the  United  States  Department  of  Agriculture, 
although  the  work  that  is  naturallv  carried  on  would  be  carried  on 
in  very  close  relationship,  and  all  of  the  extension  and  demonstration 
work  carried  on  by  the  State  continues,  as  well  as  that  by  the  depart- 
ment, and  under  this  bill  they  are  correlated. 
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The  Chairman.  I  would  suggest  that  you  take  the  bill  up  section 
by  section  and  note  the  chafes  in  the  new  bill  as  compared  with 
the  old  bin. 

Dr.  Galloway.  That,  Mr.  Chairman^  I  was  planning  to  do,  laying 
the  foundation  for  the  specific  statements  by  making  this  generta 
statement  as  to  the  general  differences. 

Now,  taking  the  bul  by  sections,  if  you  will  take  section  2,  members 
of  the  conmiittee — it  is  rather  difficult  to  follow  these  two  s^tions  for 
critical  examination,  but  I  think  that  we  can  call  attention  to  the 
differences.  In  section  2  of  the  new  bill  provision  is  made  for  the 
conduct  of  the  work  in  a  manner  mutually  satisfactory  to  the  Secre- 
tary of  Agriculture  and  to  the  heads  of  the  agricultural  colleges  within 
the  States.  In  the  old  bill,  of  course,  this  provision  was  not  incor- 
porated, because  in  that  section  there  was  no  statement  whatever 
reauiring  cooperative  relationship.  Following  the  phraseolo^  of  the 
olo  bill,  no  attempt  is  made  to  define  the  exact  methods  which  shall 
be  used  in  gathering  information,  except  that  the  method  of  demon- 
stration is  mentioned,  and  later  in  the  bill  there  is  a  prohibition  against 
lectures  in  collies.  The  procedure  to  be  followed  in  the  different 
States  will  be  to  serve  the  best  interests  and  the  particular  usefulness 
within  the  States.  In  other  words,  there  is  no  attempt  in  this  bill  to 
fasten  upon  the  States  a  stereotyped  form  of  extension  work — that  is, 
the  same  type  of  work  for  all  the  States.  It  is  believed  that  such  an 
attempt  would  be  unwise,  and  for  that  reason  the  phraseology  in  the 
old  bill  has  been  mainly  followed,  giving  the  Secretan^  of  Apiculture 
and  the  heads  of  the  agricultural  colleges  within  the  States  the  power 
to  shape  up  the  projects  and  mutually  approve  them  in  such  fashion 
that  the  work  formulated  for  the  State  and  projected  within  the  State 
will  be  such  as  to  best  fit  the  needs  of  the  individual  State. 

Possibly  in  passing  it  might  clarify  the  situation  if  there  are  any 
questions  to  ask  to  ask  them  section  by  section. 

Mr.  Maouire.  In  making  the  regulations  somewhat  lax,  would  not 
the  States  be  likely  to  fail  to  come  up  to  the  requirements  and  simply 
use  the  funds  ? 

Dr.  Galloway.  Provision  is  made  for  that  later,  in  another  section. 

Mr.  Hawley.  Do  I  understand  that  none  of  this  work  is  to  be  done 
at  the  agricultural  colleges? 

Dr.  Galloway.  The  work  is  to  be  done  throughout  the  States. 
The  whole  intent  of  this  bill  is  to  teach  farmers  on  their  ovm  farms. 

Mr.  Hawley.  Would  any  of  the  work  be  done  at  the  agricultural 
colleges  ? 

^    Dr.  Galloway.  Occasionally  there  will  be  work  done  there,  but 

I  the  major  portion  of  the  work  will  be  done  throughout  the  State 

I    rather  than  at  the  agricultural  colleges.     In  other  words,  this  bill  pro- 

•    vides  for  taking  agricultural  education  in  various  ways  to  the  people 

'     throughout  the  States,  including  demonstrations,  boys  and  girls'  club 

work,  and  aU  other  forms  of  extension  work  that  may  now  be  in 

vogue  or  developed  later,  but  none  of  the  money  is  to  be  used  in 

teaching  at  the  colleges,  in  the  construction  of  buildings,  or  for  any 

other  purpose  except  as  specifically  mentioned  later  on  in  another 

section  vf  the  bill. 

Mr.  Hawley.  It  would  not  prevent  the  agricultural  workers  doing 
the  work  in  the  field  if  they  thought  it  advantageous  and  using  a 
number  of  people  at  the  college  because  they  had  a  plant  there  to  use  ? 
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Dr.  Galxowat.  It  is  the  design  of  the  bill  that  the  extension 
departments  shall  be  organized  at  the  colleges  under  the  direction 
and  supervision  of  the  president  or  dean  of  the  college  and  carried  on 
througnout  the  States  by  and  with  the  men  connected  with  the 
colleges. 

Mr.  Maguire.  Have  you  any  limitation  on  pubUcations  ? 

Dr.  Galloway.  Yes;  there  is  a  Kmitation  on  pubhcations  in  another 
section.  Only  5  per  cent  of  the  money  appropriated  can  be  used  for 
pubUcations. 

Mr.  Hawley.  Why  did  you  omit  the  proviso  in  section  2  of  the 
old  bill? 

Dr.  Galloway.  We  did  not  omit  the  proviso  in  section  2.  Section 
2  of  the  new  bill  is  a  modification  of  section  2  of  the  old  bill.  We 
omitted  section  3  in  the  old  biU.     Section  3  in  the  old  bill  reads: 

That  all  correspondence  for  the  furtherance  of  the  purposes  of  this  act  issued  from 
the  agrioultural  colleges  to  their  agents  or  by  the  agents  of  the  said  extension  depart- 
ments thereof  receiving  the  benefits  of  this  act  shall  be  transmitted  in  the  mails  of  the 
United  States  free  of  charge 

It  simply  gives  the  franking  privilege  to  the  workers  in  these 
extension  departments.  The  old  bill  did  that.  Owing  to  the 
cooperative  relations  that  will  exist  between  the  Agricultural  Depart- 
ment and  the  State  colleges  there  will  be  no  need  for  that  clause.  The 
franking  privUege  necessarily  foUows. 

Mr.  Hawley.  The  proviso  in  section  2  of  the  old  bill  reads : 

Provided,  That  nothing  contained  in  this  act  shall  be  construed  to  interfere  with 
either  the  demonstration  of  farm-management  work  as  now  conducted  by  the  Depart- 
msit  of  Agriculture  and  known  as  the  farmers'  cooperative  demonstration  work  an9 
farm-management  work. 

Dr.  Galloway.  That  proviso  was  omitted  because,  as  this  is  a 
cooperative  measure  and  all  projects  are  to  be  mutually  agreed 
upon  by  the  Secretary  of  Agriculture  and  the  agricultural  colleges, 
that  proviso  was  considered  unnecessary. 

Mr.  Heplin.  The  men  who  go  out  to  do  this  farm  demonstration 
work,  will  they  continue  to  do  that  work' under  the  appointment 
and  direction  of  the  Secretary  of  Agriculture  as  now  ? 

Dr.  Galloway.  Yes;  that  is  the  plan.  It  is  thought,  however, 
that  that  work  can  be  made  more  effective  if  it  is  coordinated  fully 
with  the  work  now  being  carried  on  in  the  States  or  the  demonstration 
work  to  be  inaugurated  by  the  States.  The  fact  is  that  during  the 
last  two  or  three  years  there  has  been  such  a  growing  demand  for 
this  demonstration  work  throughout  the  country,  the  demand  on 
the  department  for  this  type  of  work  has  been  so  great,  as  you  well 
realize,  that  there  is  bound  to  be  eventually  comusion  and  chaos 
unless  there  is  some  early  means  taken  of  coordinating  the  work, 
The  object  of  this  bill  is  not  in  any  way,  as  I  understand  it,  to  inter- 
fere with  the  work  already  in  progress,  out  it  is  to  make  that  feasible 
and  practicable,  and  to  coordmate  all  that  work  in  such  a  way  that 
the  best  interests  of  the  whole  country  will  be  served. 

Mr.  Heflin.  These  men  will  be  paid  by  the  General  Government; 
their  salaries  will  be  paid  by  the  General  Government  ? 

Dr.  Galloway.  From  these  Federal  funds  appropriated  by  thd 
General  Government;  yes. 
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Mr.  Hawl]^t.  Half  of  it  will  be  paid  by  the  amounts  appropriated 
by  the  States  also  ?* 

Dr.  Galloway.  After  the  funds  begin  to  come  in  from  the  States. 
That  must  be  a  matter  of  adjustment,  however,  in  Retail,  between 
the  Secretarjr  of  Agriculture  and  the  State  authorities. 

I  think  it  is  understood  that  there  is  no  necessity  for  section  3  of 
the  old  bill,  which  provides  for  the  franking  privilege,  and  the  clause 
in  the  former  bill,  '^Provided,  That  nothing  contained  in  this  act  shall 
be  construed  to  interfere  with  either  the  demonstration  or  farm- 
management  work" — that  paragraph  is  not  essential  or  necessary. 
The  Secretary  will  have  full  authority  to  bring  the  work  of  the  depart- 
ment into  coordination  with  this  other  work. 

Section  3  of  the  new  bill  or  4  of  the  old  bill  makes  provision  for  the 
financing  of  the  work.  This  clause,  I  might  say,  is  practicallv  the 
same  as  m  the  original  bill  with  one  exception,  wiiich  I  will  refer  to 
later.  Four  hundred  and  ei^htv  thousand  dollars  is  appropris^ted  for 
•ach  year,  $10,000  of  which  shall  be  paid  annually  in  the  manner  here- 
inafter provided  to  each  State  whicn  shall  assent  to  the  provisions  of 
this  act.  Then  after  the  first  year  there  will  be  appropriated  $300,000, 
and  the  amount  will  be  apportioned  to  each  State  based  on  the  rdlar 
tion  of  the  rural  population  of  that  State  to  the  total  rural  population 
of  the  entire  country.  I  have  a  table  which  shows  the  amount  that 
each  State  will  receive,  assuming  that  this  bill  wiU  go  into  effect  in 
1914,  and  if  there  is  no  objection  I  will  put  that  table  in  the  record. 
It  indicates  definitely  and  luUy  just  what  the  total  appropriation  for 
each  year  will  be.  it  might  be  of  interest  to  cite  one  or  two  States, 
Alabama,  for  example,  has  a  rural  population  of  1,767,662.  It  will 
receive  the  first  year  $10,000.  The  next  year  it  will  receive  $10,000 
plus  the  apportionment,  making  the  total  $20,745.91.  At  the  end  of 
1919,  when  there  must  necessarily  be  another  revision,  owing  to  the 
census,  the  State  of  Alabama  will  be  receiving  from  the  Federal  Gov- 
ernment $63,729  for  this  work,  and  the  State  of  Alabama  will  be  put- 
ting in  an  equal  amount.  At  the  end  of  nine  years  there  will  be  a 
Stand  total  of  $3,000,000  going  into  the  States  for  this  work,  and  the 
tates  will  be  putting  in  an  equal  amount,  making  $6,000,000  in  all. 

Mr.  Heflin.  Please  put  that  table  in  the  record. 

Dr.  Galloway.  Yes,  sir;  I  will  put  it  in  the  record. 

(The  table  referred  to  by  Dr.  Galloway  follows.) 
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Mr.  McLaughlin.  Is  not  that  $3,000,000  besides  the  $10,000  a 
year? 

Dr.  Galloway.  Yes,  sir. 

Mr.  McLaughlin.  $3,480,000? 

Dr.  Galloway.  Yes;  after  the  nine  years. 

Mr.  Hawley.  Why  were  not  the  Territories  included — ^Hawaii,  fop 
instance? 

Dr.  Galloway.  I  am  not  able  to  answer  that  question,  Mr.  Hawley. 
The  outlying  Territories,  Hawaii,  Porto  Rico,  and  Guam,  have  never 
been  included  in  any  of  these  measures  for  educational  work. 

Mr.  Sloan.  Is  Alaska  included  ? 

Dr.  Galloway.  No;  these  Territories  are  specifically  provided  for 
in  the  regular  appropriation  bill  for  the  Department  oi  Agriculture 
by  funds  appropnated  for  the  Office  of  Experiment  Stations,  and  the 
educational  affairs  of  these  outlying  stations  are  administered  by  the 
Office  of  Experiment  Stations. 

Mr.  Hawley.  Do  you  think  that  they  will  be  adequately  provided 
for  when  this  bill  goes  into  effect  ? 

Dr.  Galloway.  Yes,  sir.  One  of  the  reasons  why  they  have 
never  been  brought  within  the  same  category  as  the  States  is  bei^use 
there  has  been  some  uncertainty  as  to  the  permanency  of  certain 
types  of  agriculture  at  those  places.  We  have,  however,  a  wdl-es- 
taolished  station  at  Porto  Rico,  something  Uke  $25,000  or  $30,000  a 
year  being  spent,  and  Hawaii  has  a  well-established  station,  where 
about  the  same  amount  is  spent,  while  $35^000  is  being  spent  in 
Alaska. 

Mr.  Hawley.  In  your  judgment,  they  will  be  as  well  provided  for 
by  the  Federal  Government  as  the  States  are  in  this  bill  ? 

Dr.  Galloway.  Yes;  I  think  so. 

There  is  a  proviso  in  the  third  section  to  which  attention  should  be 
called.    I  will  read  it: 

Provided  further  f  That  before  the  be^nning  of  each  fiscal  year  projects  setting  forth 
the  proposed  plans  for  work  to  be  earned  on  under  this  act  shall  oe  submitted  by  the 
proper  officials  of  each  college  and  approved  by  the  Secretary  of  Agriculture  before 
the  funds  herein  appropriated  shall  become  available  to  such  college  for  that  fiscal 
year. 

This  simply  stabilizes  the  whole  woA,  it  would  seem,  and  while  it 
does  not  place  within  the  Secretary's  hands  any  restrictive  power,  it 
does  make  it  practicable  to  unify  the  work  of  having  projects  sub- 
mitted and  a^eed  upon  before  they  are  actually  certified  by  the 
Secretary  of  Agriculture. 

Section  4  of  the  bill  provides: 

That  there  shall  be  in  the  Department  of  Agriculture  a  Director  of  Cooperative. 
Agriculture  Extension  Work,  to  be  appcttnted  bv  the  Secretary  of  Agricultifie,  wko 
emU  report  directly  to  him.  The  ssdary  «f  suca  dvoecter  dmli  be  «uati  as  sMy  be 
provided  for  by  law  from  time  to  time. 

It  would  seem  necessary  to  bare  in  the  dep^-tment  %a  offiee  tiiat 
would  act  as  the  clearing  house  for  the  work.  It  was  not  deemed 
necessary  or  advisable  to  include  in  this  bill  tin  item  for  the  financing 
of  that  office,  beheving  that  this  coidd  be  cared  for  in  the  regular 
appropriation  bill  for  the  department.  As  a  matter  of  fact,  the 
present  work  of  the  farmers'  cooperative  demonstration  movement 
and  the  farm-management  work,  if  reorganized  and  readjusted, 
would  fit  logically  into  this  place,  and  it  will  only  be  necessary  to 
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have  some  minor  readjustment  by  the  Secretary  himself,  provided 
authority  is  given  for  the  establishment  of  such  an  office  and  such  a 
directorship. 

Mr.  Hawley.  It  is  not  necessary  to  provide  for  the  office  force  ? 

Dr.  Galloway.  No  ;  that  will  be  provided  for  in  the  regular  depart- 
ment appropriation  bUl,  just  as  is  done  in  other  instances. 

Mr.  Sloan.  Speaking  of  the  rural  population,  does  it  contemplate 
ihose  living,  in  tEe  country  or  those  UW  in  the  country  and  mthin 
municipalities  of  less  than  2,500,  which  the  census  seems  to  classify 
as  rural? 

Dr.  Galloway.  This  bill  simply  follows  the  practice  of  the  census 
in  that  respect. 

Mr.  Sloan.  The  census  recognizes  municipalities  under  2,500  as 
rural? 

Dr.  Galloway.  Yes. 

Mr.  Hauoen.  Who  has  jurisdiction  of  the  distribution  of  funds 
appropriated  under  the  Morrill  Act  f 

i)r.  Galloway.  The  Secretary  of  the  Treasury  has  actual  jurisdic- 
tion, but  so  far  as  the  Hatch  and  Adams  Acts  are  concemea,  unless 
the  certification  is  made  by  the  Secretary  of  Agriculture  as  to  the 
proper  use  of  those  funds,  the  Secretary  of  the  Treasiuy  will  not  honor 
the  certificate. 

Mr.  Haugen.  Why  should  not  this  come  under  the  same  ? 

Dr.  Galloway.  It  does,  later  on. 

Mr.  Haugen.  Why  this  director?  It  does  not  seem  necessary  to 
appoint  a  director. 

I)r.  Galloway.  The  director  will  have  very  little  to  do  with  the 
funds.  The  director's  work  will  he  in  keeping  m  touch  with  the  great 
mass  of  detail  which  will  necessarily  follow  the  putting  into  effect 
of  such  a  biU,  in  organizing  the  work,  and  carrying  it  through.  The 
funds  are  specifically  provided  for  in  the  bill  itself,  but  we  will  need 
a  clearing  house,  just  as  we  have  a  clearing  house  in  the  Office  of 
Experiment  Stations. 

Mr.  Haugen.  As  a  result,  we  will  have  one  man  in  charge  of  the 
experiment  stations,  one  man  in  charge  of  this  work,  and  whenever 
it  IS  necessary  to  look  after  matters,  two  men  will  be  sent  out  in  place 
of  one,  one  from  each  division  ? 

Dr.  Galloway.  You  may  have  that  for  a  little  while,  but  the  Sec- 
retary has  already  a  reorganization  in  mind  and  we  have  all  that  worked 
out. 

Mr.  ELA.UGEN.  Then  there  will  be  no  extension,  but  rather  a  savins 
along  that  line.  Undoubtedly  there  is  a  good  deal  of  duplication  of 
work  and  expenditure  of  money  on  account  of  duplication  in  sending 
out  two  men  to  do  work  one  man  could  do.  It  seems  to  me  that  that 
is  simply  duplication  of  work? 
Dr.  Galloway.  Not  at  all. 

Mr.  Haugen.  There  would  be  two  departments  or  divisions,  what- 
ever the  agency  might  be,  and  each  division  would  send  men  into 
the  same  locality  ? 
Dr.  Galloway.  I  do  not  look  at  it  that  way. 
Mr.  Haugen.  That  is  what  it  would  amount  to? 
Dr.  Galloway.  No;  we  have  thrashed  that  out  a  good  many  times 
before,  and  I  think  we  have  made  it  plain  to  the  committee  that  we 
are  not  sending  out  two  men  to  do  the  same  kind  of  work. 
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Mr.  Hauqen.  Not  the  same  kind,  but  practically  the  same,  at  the 
same  places — work  which  one  man  could  do.  I  am  not  criticizing 
the  department.     It  is  the  fault  of  Congress  if  the  fault  of  anybody. 

Dr.  Gallowat.  What  we  aim  for  is  a  centralization  of  effort  rather 
than  a  decentralization  of  effort. 

Mr.  Haugen.  Then,  why  provide  for  these  adtlitional  olFicers? 

Dr.  Galloway.  How  could  we  handle  all  this  work  unless  we  have 
such  an  ollice  ? 

Mr.  Haugen.  I  am  absolutely  certain  that  your  bureau  could 
handle  it  as  well  as  an  additional  bureau,  or  that  the  Oilice  of  Experi- 
ment Stations  could.  I  wish  to  avoid  the  additional  expense  of 
sending  two  men  to  do  the  work  that  one  man  can  do. 

Dr.  Galloway.  I  do  not  think  that  point  is  well  taken.  There 
will  be  no  additional  expense.  It  is  absolutely  necessary  to  have  a 
neutral  organization  to  handle  this  w^ork,  because  it  covers  all  phases 
©f  the  work  in  the  Department  of  Agriculture  and  in  the  States. 

Mr.  Haugen.  The  work  is  to  be  handled  largely  by  the  States? 

Dr.  Galix>way.  Yes;  but,  as  you  understand,  the  department  is 
now  most  active  and  energetic  in  extension  work.  It  is  expending 
now  something  like  $900,000  in  demonstration  work  alone,  and  in 
order  to  make  that  work  effective  and  to  coordinate  that  work  it  is 
^ing  to  be  absolutely  necessary  to  have  some  coordinating  force 
m  the  department. 

Mr.  Haugen.  Is  it  all  under  the  Bureau  of  Plant  Industry? 

Dr.  Galloway.  No;  it  is  scattered  all  through  the  department. 

Mr.  Haugen.  It  should  not  be;  it  should  be  m  one  place. 

Dr.  Galloway.  That  is  exactly  what  we  are  trying  to  do. 

Mr.  Haugen.  Not  in  this  bill  ? 

Dr.  Galloway.  Yes,  sir. 

Mr.  Haugen.  Not  in  the  sense  you  have  referred  to,  because  you 
establish  a  new  office. 

Dr.  Galloway.  That  office  is  for  the  purpose  of  doing  this  coordi- 
nating .work.  Now,  the  overhead  charges  are  ^eater  than  they 
should  be,  showing  an  absolute  need  for  a  centralization  of  effort  in 
tbat  direction.  Tne  aim  of  this  bill  is  to  bring  the  demonstration 
work  within  proper  limits  by  having  a  central  office  in  the  department 
that  will  handle  the  work  and  coordinate  it  with  the  States.  That 
IB  the  eventual  plan. 

Mr.  Haugen.  That  is  a  different  thing? 

Dr.  Galloway.  We  have  to  lay  the  foundation  for  action  before 
the  Secretary  has  authority  to  act. 

Mr.  Haugen.  We  always  lay  the  foundation  and  then  spread  out; 
that  is  the  trouble. 

Dr.  Galloway.  I  do  not  see  how  jrou  could  plan  a  house  without 
laying  a  foundation,  unless  you  built  it  in  the  air. 

Mr.  Haugen.  We  lay  the  foundation  according  to  what  is  expected 
lo  be  put  on  the  foundation.  Am  I  to  understand  that  the  purpose 
of  the  bill  is  to  transfer  the  demonstration  and  farm-management 
work  from  the  Bureau  of  Plant  Industry  to  a  certain  division  under 
the  supervision  of  this  director  ? 

Dr.  Galloway.  It  will  eventually  result  in  that. 

Mr.  Haugen.  Eventually;  but  what  will  the  bill  do? 

Dr.  Galloway.  The  bill  will  do  that. 

Mr.  Haugen.  In  what  way  ? 
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Dr.  Galix>way.  It  establishes  an  office  to  which  the  Secretary  can 
transfer  this  other  line  of  work. 

Mr.  Haugen.  But  you  do  not  transfer  it  ? 

Dr.  Galloway.  We  can  not  do  it  in  this  bill;  we  have  to  do  it 
somewhere  else. 

Mr.  IIaugen.  You  certainly  can.  There  is  no  limit  to  the  author- 
ity of  Congress  in  extending  the  work  or  in  making  the  change. 

Dr.  Galloway.  It  could  be  done,  but  I  do  not  think  it  should  be 
done  in  this  bill.  This  is  not  the  place.  That  is  a  matter  of  admin- 
istrative detail  for  the  Secretary  himself  to  handle.  If  Congress  sees 
fit  to  give  the  Secretary  that  authority,  there  will  be  a  large  amount  of 
organization  which  can  only  be  perfected  after  careful  consideration. 

Mr.  Haugen.  I  think  if  it  is  done  at  all  it  should  be  done  in  this 
bill.  It  can  not  be  done  in  an  appropriation  bill,  because  it  will  be 
new  legislation  or  changing  existmg  law,  therefore  subject  to  a  point 
of  order.  If  that  is  what  is  contemplated,  here  is  the  place  and  the 
only  place  to  do  it. 

Dr.  Galloway.  Your  point  is  this,  as  I  understand  it,  to  specify 
in  this  bill  that  all  of  this  demonstration  work  and  this  extension 
work  done  by  the  department  now  and  in  the  future  shall  be  central- 
ized and  handled  through  this  office,  embodying  that  phraseology  in 
the  bill. 

Mr.  Haugen.  Not  exactly  that.  Instead  of  expending  and  pro- 
viding for  new  division  I  would  centralize,  so  as  in  place  of  sending 
six  men  where  one  can  do  the  work  I  would  provide  ror  one  and  save 
the  expenses  of  five  men. 

Dr.  Galloway.  I  think  our  records  will  show  that  we  do  not  send 
six  men  out  to  do  the  work  of  one  man. 

Mr.  Haugen.  I  do  not  state  that  to  be  the  fact.  There  may  not 
be  six,  but  there  may  be  three,  or  possibly  two.  If  only  two,  I 
would  save  the  expense  of  one  or  whatever  number  possible. 

Mr.  DooLiTTLE.  Can  the  gentleman  cite  any  instance  where  two 
men  have  been  sent  to  do  the  work  of  one  ? 

Mr.  Haugen.  If  you  will  search  the  records,  you  will  find  that  there 
is  no  question  about  that. 

Dr.  Galloway.  If  Mr.  Haugen  will  come  down  to  the  department 
and  go  over  the  records  of  the  work  and  can  find  a  place  where  we 
send  out  two  men  when  one  can  do  the  work,  we  will  correct  it  at 
once. 

Mr.  Haugen.  I  am  not  speaking  about  your  bureau,  but  I  am 
speaking  about  the  department.  Your  bureau  sends  out  one  man 
and  another  bureau  sends  out  another,  when  the  work  could  all  be 
done  by  one  man.  I  am  not  criticizing  the  department,  but  I  say 
that  the  work  could  be  centralized  and  tnat  there  should  be  coopera- 
tion and  coordination. 

Dr.  Galloway.  Just  now  I  happen  to  be  without  a  bureau. 

Mr.  Haugen.  I  am  sure  that  the  bureau  of  which  you  were  formerly 
in  chaise  is  and  always  w^as  managed  as  well  as  it  could  be.  There 
is  no  criticism.    This  is  simply  a  business  proposition. 

The  Chairman.  As  a  matter  of  fact,  Dr.  Galloway,  you  are  trying 
to  work  out  a  plan  by  which  you  can  prevent  this  so-called  duplica- 
tion of  work  in  the  department  1 

Dr.  Galloway.  Yes,  sir. 
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The  Chairman.  But  this  bill  can  not  necessarily  have  anything  to 
do  with  that  ? 

Dr.  Galloway.  That  is  a  tremendous  piece  of  work,  which  is  going 
to  take  some  time.  As  I  started  to  say  several  times,  the  Secretary 
of  Agriculture  has  these  matters  under  consideration,  and  we  are 
hoping  to  present  before  this  committee  at  the  coming  session  a  sug- 
gestion or  plan  for  giving  the  Secretary  authority  to  go  ahead  and 
do  these  things,  but  it  wul  take  some  time. 

The  Chairman.  But  you  can  not  expect  that  authority  to  be  carried 
in  this  bin? 

Dr.  Galloway.  No,  sir. 

Mr.  Haugen.  In  other  words,  this  is  creating  a  new  oflBice,  which 
practically  means  a  new  division  or  a  bureau  ? 

Dr.  Galloway.  It  will  not  be  a  new  office  in  one  way,  and  in 
another  way  it  will.  It  will  do  the  work  that  two  offices  are  doing 
now. 

Mr.  Haugen.  There  will  be  three  offices  doing  the  work  that  two 
offices  are  doing  now.    They  are  doing  the  work  ? 

Dr.  Galloway.  Yes. 

Mr.  Haugen.  I  mean  under  this  bill.  This  is  a  departure.  Work 
referred  to  done  under  appropriation  made  for  tne  department. 
This  money  is  to  be  turned  over  to  the  States  ? 

Dr.  Galloway.  Yes;  through  the  Department  of  Agriculture. 

Mr.  Haugen.  That  is  simply  to  make  the  apportionment? 

Dr.  Galloway.  And  something  more  than  tnat. 

Mr.  Haugen.  Yes;  same  as  appropriations  for  the  experiment 
stations,  done  by  the  Office  of  Experiment  Stations;  why  not  turn  the 
apportionment  over  to  that  office  ? 

Dr.  Galloway.  Something  more  than  that.  This  is  not  to  be  a 
post-mortem  examination.  The  Department  of  Agriculture  and  the 
colleges  are  going  to  work  together,  hand  in  hand,  to  help  the  farmers 
as  best  they  can. 

Mr.  Haugen.  In  what  respect  will  the  apportionment  and  work 
differ  from  that  done  in  the  Office  of  Expenment  Stations,  so  far  as 
the  Agricultural  Department  is  concerned  ? 

Dr.  Galloway.  This  bill  provides  for  a  mutual  understandiii£^ 
between  the  amcultural  colleges  and  the  Secretary,  the  submittal 
of  projects,  ana  mutual  agreement  as  to  projects  before  the  work  is 
inaugurated  or  put  through.  That  is  practicaQy  the  same  system 
we  have  now  in  connection  with  some  of  the  farm  management  work, 
whereby  we  agree  to  put  a  certain  amount  in  a  State  and  the  inves- 
tigational wonc  of  the  department  is  placed  in  the  hands  of  the 
agricultural  colleges. 

Mr.  McLaughlin.  In  the  old  bill,  in  section  4,  there  is  a  proviso 
to  the  effect  that  75  per  cent  of  all  the  moneys  appropriated  and 
available  under  the  act  shall  be  expended  in  a  certain  way,  namely, 
in  actual  instruction  and  demonstration. 

Dr.  Galloway.  Yes. 

"Mr.  MoLaughlin.  There  is  nothing  of  that  kind  in  this  bill,  as  I 
imderstand.    What  do  you  think  of  that  ? 

Dr.  Galloway.  That  was  carefully  considered,  and  it  was  believed 
unnecessary  to  include  that  proviso.  It  is  in  a  measure  taken  care 
of,  I  think,  a  little  further  along.    There  are  certain  things  taken 


AGBICTJLTXJBAL  EXTENSION.  785 

out  of  the  bill  that  can  not  be  done  under  this  act.    The  dominant 
idea  here  is  demonstration. 

Mr.  McLaughlin.  That  is  what  we  intend.  Is  it  made  clear, 
though,  in  the  bill?  The  agricultural  colleges  are  now  receiving, 
and  for  many  years  have  received,  large  sums  of  money,  and  I  think 
the  idea  of  some  was  that  the  money  should  be  expended  in  outside 
work,  but  a  very  large  part  of  it  has  been  pent  within  the  colleges. 
The  idea  now  is  to  furnish  money  for  outside  work  and  to  permit  its 
use  for  no  other  purpose. 

Dr.  Galloway.  Yes,  sir. 

Secretary  Houston.  Does  not  section  2  cover  that  ? 

Mr.  McLaughlin.  I  have  not  examined  it  carefully,  but  if  it 
covers  it  that  is  all  right.     It  seems  to  me  it  ought  to  be  made  clear. 

Secretary  Houston.  Look  at  section  2  from  Tine  14  to  line  20. 
•  The  Chairman.  Please  read  that  section,  so  that  we  may  have  it 
in  the  record. 

Dr.  Galloway  (reading) : 

Sec.  2.  That  cooperative  agricultural  extension  work  shall  consist  of  the  g[iving 
of  instruction  and  practical  demonstrations  in  agriculture  and  home  economics  to 
persons  not  attending  or  •resident  in  said  colleges  in  the  several  coramunities,  and 
imparting  to  siich  persors  ijiformation  on  said  subjects  through  field  demonstrations, 
publications,  and  otherwise,  and  this  work  shall  be  carried  on  in  such  manner  as 
mav  be  mutually  agreed  upon  by  the  Secretary  of  Agriculture,  or  his  representative, 
and  the  State  agricultural  college  or  colleges  receiving  the  benefits  of  this  act. 

The  Chairman.  The  old  bill  provided  that  75  per  cent  of  this 
money  should  be  used  for  actual  field  demonstrations,  but  section 
2  of  this  bill  does  not  set  out  the  money  to  be  used  for  that  purpose, 
and  I  think  that  is  what  Mr.  McLaughlin  is  getting  at. 

Dr.  Galloway.  Yes.     . 

The  Chaikman.  This  section  provides  that  it  shall  all  be  used  for 
field  instruction  and  practical  demonstrations. 

Dr.  Galloway.  Yes. 

Mr.  RuBEY.  In  addition  to  that,  section  6  provides  a  limitation  on 
the  expenditures  and  enumerates  the  things  for  which  this  money 
shall  not  be  spent. 

Dr.  Galloway.  Taking  section  6  and  section  2  together,  section  6, 
by  a  process  of  exclusion,  sets  out  certain  thhigs  that  can  not  be 
done,  and  it  practically  limits  all  of  the  work  to  these  demonstrations, 
home  economics,  etc.  Now,  that  matter  was  considered  when  this 
bill  was  redrafted,  and  it  was  believed  that  the  predominant  work 
should  be  demonstration  work  and  that  it  could  be  adjusted  and 
handled  through  mutual  understandings  on  the  part  of  the  Secretary 
of  Agriculture  and  the  presidents  or  deans  of  the  colleges. 

Mr.  McLaughlin.  You  are  in  sympathy  with  the  idea  of  taking 
this  work  out  to  the  farmers  and  those  who  are  not  able  to  attend 
the  colleges  ? 

Dr.  Galloway.  Absolutely. 

Mr.  McLaughlin.  I  have  always  understood  that  you  were  in 
sympathy  with  that  idea,  and  you  think  that  this  bill  as  now  drawn 
properly  safeguards  that? 

Dr.  Galloway.  I  do ;  and  I  think  if  allowed  a  little  elasticity  that 
it  will  make  it  practicable  for  the  Secretary  of  Agriculture  to  more 
energetically  take  this  work  out  to  all  the  people  and  directly  help 
the  farmer  on  his  own  farm.  Perhaps  in  this  connection  it  might  be 
well  to  call  attention  to  a  matter  which  was  before  the  last  meeting 
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of  the  Association  of  Agricultural  Colleges  and  Experiment  Stations 
held  at  Atlanta.  At  that  time  the  committee  had  under  considera- 
tion this  question  of  extension  work,  in  fact,  the  association  has  had 
under  consideration  this  extension  work  for  a  number  of  years,  and 
from  time  to  time  has  made  reports^  as  some  of  you  gentlemen  are 
aware.  At  this  meeting  the  committee  brought  forward  a  report 
which  quite  clearly  defined  extension  work,  or  attempted  to  do  so,  and 
then  brought  forward  some  arguments  as  to  the  necessity  for  this 
work  and  its  object.  I  cfo  not  know  that  it  is  necessary  to  read  this 
entire  statement,  but  I  would  hke,  Mr.  Chairman,  to  put  it  in  the 
record  at  this  point.  I  think  it  would  be  of  value  because  it  brings 
out  the  very  question  propounded  by  Mr.  McLaughlin. 

The  Chairman.  Witnout  objection,  it  wiU  be  inserted  in  the  record. 

(Said  report  follows:) 

The  committee  appointed  by  the  Associatiou  of  Agricultural  Colleges  and  Experi- 
ment Stations  to  consider  the  whole  question  of  extension  service  in  its  relation  to 
helping  the  farmer  groups  its  general  work  in  extension  service  under  three  heads: 
(1)  Systematic  instruction,  (2)  informal  teaching,  and  (3)  organization  of  rural  com- 
munities. Under  each  of  these  heads  are  several  subheads  dealing  with  such  ques- 
tions as  the  movable  school,  the  correspondence  course,  the  lecture  and  reading 
course,  the  study  chib,  boys*  and  girls'  clubs,  conventions  and  lecture**,  farmers' 
institut<5s  and  farmers'  weet,  farmers'  conferences,  demonstrations,  railway  specials, 
exhibitions,  educational  excursions,  etc.  The  committee,  commenting  on  this 
outline,  says: 

"This  type  of  work  is  so  fundamental  in  its  relationship  to  agricultiu^l  prosperity 
that  no  student  of  the  situation  can  but  be  convinced  tliat  the  work  itself  must  expand 
largely  and  go  on  for  all  time.  The  only  question  is,  Who  is  going  to  do  it?  Is  it  to 
be  the  agricultural  colleges  or  are  other  agencies  to  perform  it? 

"  It  is  true  tliat  there  are  those  who  say  that  we  can  not  hope  to  reach  the  hundredth 
man  on  the  farm;  that  the  most  we  can  do  is  to  train  leaders  at  the  colleges,  and  then 
through  agricultural  departments  of  high  schools  and  such  means  as  the  agricultural 
press,  variou.^  agricultural  societies,  etc.,  let  the  modern  knowledge  percolate  down 
as  far  as  it  may. 

**Your  committee  believes  that  this  doctrine  is  essentially  undemocratic.  We 
believe  that  the  attempt  should  be  made  to  reach  the  last  man  on  the  land,  not  pri- 
marily because  of  a  sentimental  regard  for  that  last  unfortunate  man,  but  because 
it  is  absolutely  essential  in  the  conservation  of  soil  resources  that  the  intelligence  of 
soil  tillers  be  conserved. 

'*The  land  in  America  devoted  to  i\griciilt.uro  is  in  the  hands  of  some  seven  or  eight 
million  difforont  men.  A  large  pro])ortion  of  these  men  are  owners  of  the  land,  who 
have  the  power  to  dotorinine  whether  the  land  shall  be  used  properly  or  whether  its 
fertility  shall  be  encroached  upon.  They  can  not  be  compelled  by  law  to  take  proper 
care  of  their  land.  They  will  care  for  it  properly  only  as  they  are  educated  to  the 
level  of  an  appreciation  of  the  importance  of  right  farming  to  ttiernsolves  and  to  their 
posterity. 

"There  is  another  element  in  the  situation.  The  character  of  our  agricultural 
population  is  constantly  chansring.  The  foreigner,  ignorant  of  our  lam*uage  and 
often  ignorant  of  tho  best  ty])es  of  farming,  is  gradually  crowding  out  the  old  American 
farmer.  In  other  words,  we  have  a  perpetually  flowing  current  of  new  soil  workers 
that  must  be  brought  to  understiind  the  best  methods  of  farming. 

"And  then,  too,  we  are  making  such  ra]>id  .strides  in  our  knowledge  of  agricultural 
science  that  even  the  erraduates  of  agricultural  schools  and  colleges  will  need  to  con- 
tinue their  studies.  The  time  is  coming  when  the  extension  service  of  the  agricultural 
college  will  devote  a  considerable  portion  of  its  time  to  correspondence — teaching  the 
better  educated  farmers,  who  will  a\Tiil  themselves  of  this  o])portunity  to  keep  them- 
selves abreast  of  the  times.  This  suggests  that  even  if  the  attem])t  to  reach  the  great 
masses  of  the  farmers  be  given  over  to  other  agencies,  the  extension  service  of  the 
agricultural  college  could  find  ample  scope  for  its  energies  in  the  higher  forms  of 
extension  teaching." 

Mr.  McLaughlin.  Is  it  not  true  that  the  college  men,  and,  perhaps, 
the  gentlemen  connected  with  your  bureau,  consider  lectures  ana 
institutes  as  extension  work  ? 
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Dr.  Gallowat.  Yes;  that  is  considered  extension  work  by  the 
colleges. 

Mr.  McLaughlin.  But  the  idea  of  this  bill  is  to  go  farther  and  to 
do  a  different  kind  of  work  from  that  ? 

Dr.  Gai^loway.  Oh,  yes;  in  fact,  I  think  that  everybody  con- 
nected with  the  coQege  work  in  the  department  is  beginning  to  recog- 
nize that  the  influence  of  the  fanners  institute  is  on  the  wane,  that 
the  people  will  have  to  be  reached  in  some  other  way,  and  that  the 
institute  has  had  its  day. 

Mr.  McLaughlin.  Suppose  some  authority  in  an  agricultural  col- 
lege, directing  the  use  of  the  monev  at  that  end  of  the  line,  should 
think  that  institutes  are  still  a  gooa  thing  and  that  by  lectures  they 
could  reach  the  people  as  they  ought  to  be  reached,  and  would  choose 
to  spend  a  lot  of  money  in  that  way  instead  of  employing  men  to  go 
right  on  the  farms  and  meet  the  farmers,  is  there  any  check  on  that 
in  this  bill  ? 

Dr.  Galloway.  The  check  would  come  through  the  Secretary  of 
Amculture  in  the  handling  of  these  projects. 

Mr.  McLaughlin.  In  one  of  the  sections  there  is  a  provision  that 
there  shall  be  a  conference  at  the  beginning  of  the  year — I  do  not 
remember  just  how  it  reads — to  lay  out  the  work  of  the  following 
year,  or  to  determine  how  the  money  shall  be  expended,  but  there  is 
no  authority  vested  in  your  department  to  direct  the  expenditure  ol 
the  money  as  determined  at  the  conference. 

Mr.  Galloway.  No  ;  but  it  provides  for  the  submittal  of  projects, 
the  same  as  is  the  case  with  the  Adams  Act. 
Mr.  McLaughlin.  Who  shall  adopt  and  pass  upon  them  ? 
Dr.  Galloway.  The  Secretary  of  Agriculture. 
Mr.  McLaughlin.  And  has  he  authority  to  see  that  they  are  car- 
ried out  just  as  they  are  accepted? 

Dr.  Galloway.  Yes;  that  is  provided  in  section  2. 
Mr.  Hawley.  If  they  vary  in  any  w^ay  they  endanger  the  next 
year's  appropriation,  do  they  not  ? 

Dr.  Galloway.  If  the  Secretary  should  decline  to  approve  the 
project,  of  course  the  certificates  to  the  Secretary  of  the  Treasury, 
-  as  provided  in  section  5,  w^ould  not  go  forward,  and  they  would  receive 
no  money. 

Mr.  Hawley.  And  if  they  misused  the  money  one  year,  until  the 
State  made  it  good,  they  would  lose  the  money  for  the  next  year — 
that  is,  they  have  to  replace  the  money  that  has  been  misused? 
Dr.  Galloway.  Yes,  sir. 

The  Chairman.  As  a  matter  of  fact,  they  can  not  use  any  money 
at  all  until  the  Department  of  Agriculture  and  the  colleges  have 
agreed  upon  a  plan  or  plans  ?     Is  not  that  true  under  section  2  of  the 

bni? 

Dr.  Gallow^ay.  Ye?;  that  is  true. 

Mr.  McLaughlin.  It  g  )es  a  Utile  farther  than  that  and  is  a  littla 
better  than  I  thought  from  a  casual  reading  of  it. 
The  Chairman.  Section  3  covers  that,  too. 
Mr.  McLaughlin.  Yes;  beginning  ^^ith  line  20. 
Dr.  Galloway.  That  section  provides: 

That  before  the  beginning  of  each  fiscal  year  projects  setting  forth  the  proposed 
plans  for  work  to  be  carried  on  under  this  act  shall  be  submitted  by  the  proper  ofnciak 
of  each  college  and  approved  by  the  Secretary  of  Agriculture  before  the  funds  hcreitt 
appropriated  shall  become  available  to  such  college  for  that  fiscal  year. 
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Mr.  McLaughlin.  That  is  better  than  I  thought  it  was  from  a 
casual  reading  of  the  bill. 

Mr.  Haugen.  The  Federal  Government  under  this  bill  will  exer- 
cise absolute  power  and  control  over  this  appropriation  and  will  have 
the  right  to  say  what  particular  project  shall  be  carried  out  after  the 
appropriation  has  been  made.  Now,  what  wiU  the  State  rights 
people  say?  Are  we  not  Ukely  to  encounter  some  difficulties  along 
that  Une  ?  % 

Dr.  Galloway.  Perhaps  that  question  had  better  be  propounded 
to  the  gentlemen  themselves. 

Mr.  Haugen.  You  have  had  experience.  This  matter  has  been 
under  consideration  by  you  for  some  time,  and  that  is  the  reason  why 
I  ask  you. 

Dr.  Galloway.  Well,  there  will  be  no  trouble  whatever,  because 
it  is  simply  a  matter  of  mutual  relations. 

Mr.  Haugen.  You  are  aware  of  the  fact  that  there  is  a  great  deal 
of  opposition  to  the  bill  on  that  ground  ?  You  are  aware  of  the  fact 
that  there  are  still  States  rights  people  in  the  United  States  ? 

Dr.  Galloway.  There  was  considerable  opposition,  but  I  beUeve 
that  when  it  is  fully  understood  what  the  aims  and  objects  of  this  bill 
are  and  what  this  hill  intends  to  carry  through  that  that  opposition 
will  amount  to  very  httle.  I  think  there  is  absolutely  no  question 
but  that  with  the  proper  handling  of  the  matter  here  at  the  depart- 
ment we  can  establish  the  most  friendly  and  cordial  relations  with  all 
the  States.     We  have  never  had  any  difficulty. 

Mr.  Haugen.  You  have  never  had  any  difficulty  in  regard  to  other 
appropriations  ? 

Dr.  Galloway.  No;  it  is  just  a  question  of  relationships. 

Dr.  Thompson.  I  would  Uke  to  read  a  word  or  two  from  Dean 
Russell  on  that  very  point  [reading] : 

(3)  That  part  of  the  proposed  modification  under  section  3,  which  relates  to  the 
formulation  of  distinct  projects  at  thebeginninp  of  each  fiscal  year,  setting  forth  the 
plans  of  the  work  to  be  carried  on  under  this  act.  submitted  by  the  proper  officials  of 
each  coUep^e,  and  approved  by  the  Secretary  of  Agriculture,  is,  in  my  judgment,  a 
most  excellent  provision.  For  the  last  year  or  so  I  have  had  in  mind  (he  marked 
desirability  of  transferring  our  extension  service  work  onto  a  project  basis,  the  same 
as  is  done  with  our  Adams  experiments.  The  working  out  of  a  spnecific  project  prior 
to  the  inauguration  of  any  line  of  work  means  thoroughness  of  detail  with  reference  to 
the  plan  and  economy  in  administration.  This  I  regard  as  a  most  valuable  improve- 
ment. I  ta^-e  it  that  the  approval  of  the  Secretary  of  Agriculture  will  only  relate  to 
whether  or  not  it  is  a  rational  and  suitable  project  to  be  submitted  under  the  extension 
funds.  If  this  matter  is  handled  with  the  same  degree  of  tact  and  reasonableness  that 
the  Hatch  and  Adams  funds  have  been  handled,  I  see  no  particular  objection  thereto. 

Mr.  McLaughlin.  Whose  opinion  is  that  ? 

Dr.  Thompson.  Dean  Russell,  of  the  University  of  Wisconsin. 

The  Chairman.  Dr.  Galloway,  suppose  you  take  the  remaining  sec- 
tions and  compare  them  with  the  old  bill.  Then  we  will  ask  the  Secre- 
tary of  Agriculture  to  make  a  general  statement. 

Dr.  Galloway.  I  had  reached  section  4  and  we  had  discussed  that 
section.  Section  5  merely  indicates  the  manner  in  which  the  funds 
shall  be  paid — that  is,  by  certificates  from  the  Secretary  of  Agricul- 
ture to  tne  Secretary  of  the  Treasury.  It  is  not  necessary  that  we 
discuss  that  section  very  fully. 

The  Chairman.  It  is  not  different  from  the  old  bill  ? 

Dr.  Galloway.  It  is  not  different  from  the  old  bill.  In  section  6 
there  is  no  material  change  from  the  old  bill.     That  section  simply 
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makes  provision  for  the  loss  or  misapplication  of  any  of  the  funds. 
It  is  identical  with  the  old  bill,  and  that  clause  has  been  very  carefully 
worked  out  by  officials  in  the  Treasury  Department  and  our  depart- 
ment, and  I  tnink  can  be  passed  over  without  further  comment. 

The  Chairman.  That  section  is  also  identical  with  the  present  law, 
is  it  not — that  is,  with  reference  to  the  Adams  Act  ? 

Dr.  Galloway.  Yes:  the  same  as  the  Hatch  Act,  but  it  is  more 
closely  comparable  witn  the  Adams  Act,  which  is  believed  to  be  bet- 
ter than  the  Hatch  Act.  Section  7  is  a  still  further  elucidation  of 
the  methods  of  payment,  simply  giving  the  necessary  phraseology 
of  the  manner  in  which  the  legislatures  are  expected  to  act  in  case  of 
the  loss  of  funds  or  the  misapplication  of  funds.  Section  8  provides 
merely  that  each  year  the  Secretary  of  Agriculture  shall  make  an 
annual  report  to  Congress  of  the  receipts  and  expenditures  in  connec- 
tion with  this  bill. 

In  order  that  the  differences  between  the  original  bill  and  the  pro- 
posed modification  may  be  clearly  set  forth  I  desire  to  iittroduce  mto 
the  record  copies  of  the  bills  side  by  side,  so  that  a  comparison  for  the 
purpose  of  snowing  just  where  the  differences  exist  may  be  readily 
made.  The  original  bill  as  passed  by  the  House  of  Representatives 
will  be  found  in  the  right-hand  column,  the  proposed  modification  in 
the  center  column,  and  an  analysis  of  the  proposed  changes  and  com- 
ments will  be  found  in  the  third  column  of  tne  accompanying  state- 
ment. 
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Dr.  Galloway.  It  may  be  proper  to  submit  a  memorandum 
showing  the  tentative  suggestions  agreed  to  by  the  C!ommittee  of  the 
Association  of  Amcultural  Colleges  and  Experiment  Stations,  after 
consultation  with  the  Secretary  of  Agriculture  in  relation  to  the 
general  subject  of  closer  relationships  on  the  part  of  the  Department 
of  Agriculture  and  the  agricultural  colleges  and  experiment  stations 
of  the  several  States. 

(The  memorandum  referred  to  by  Dr.  Galloway  and  letters  accom- 
panying it  follow:) 

The  Ohio  State  IlNivERsrrY, 

Columbus,  May  19,  1913. 
Hon.  David  F.  Houston, 

Secreicary  of  Agriculture ^  Washington,  D.  C. 

Mt  Dear  Mr.  Secretart:  I  submit  herewith  the  tvpewritten  statement  of  the 
final  draft  of  the  suiTijer^tions  discussed  at  the  conference  last  Saturday  with  the  execu- 
tive committee.  This  is  submitted  to  you  for  amendment  and  further  suggestions 
as  may  seem  desirable  to  you.  The  committee  tried  to  include  all  the  items  in  the 
discussion  that  seemed  to  be  of  importance  but  may  have  omitted  some,  and  in  that 
case  we  shall  be  very  much  pleased  to  have  you  complete  the  statement. 

If  you  will  have  the  kinaness  to  render  this  service  and  return  a  copy  to  me  with 
your  approval,  I  shall  then,  as  suggested  in  the  conference,  prepare  copies  and  forward 
them  to  the  several  colleges  and  stations  as  information.  I  should  not  do  this,  ol 
course,  without  your  approval. 

With  renewed  appreciation  of  your  kindness  to  the  committee  and  to  myself  in 
person  at  the  recent  meeting,  I  have  the  honor  to  remain, 

Yours,  very  truly,  W.  O.  Thompson, 

Tentative  Suogestions  Agreed  to  bt  the  Executive  Committee  of  the  Asso- 
ciation OF  Ajcerican  Agricultural  Colleges  and  Experiment  Stations 
AFTER  Consultation  With  the  Honorable  Secretary  op  Agriculture. 

• 
The  executive  committee  of  the  Association  of  American  Agricultural  Colleges 
and  Experiment  Stations  desires  to  express  to  the  honorable  Secretary  of  Agricul- 
ture its  great  gratification  at  the  attitude  of  his  department  in  its  effort  to  bring  about 
a  closer  and  more  efficient  relationship  between  the  work  of  the  department  and 
that  of  the  collies  and  experiment  stations. 

(1)  The  executive  committee  heartily  indorses  the  suggestion  of  the  Secretary 
that  as  a  means  of  inaugurating  and  perpetuating  an  intelligent  and  sympathetic 
cooperation  of  these  agencies  there  be  established  a  permanent  committee  on  the 
general  relations  of  the  department  and  the  colleges,  said  committee  to  be  made  up 
of  representatives  from  both  the  department  and  the  association. 

RESEARCH. 

(1)  The  executive  committee  cordially  agrees  with  the  point  of  view  of  the  Secre- 
tary that  the  primary  function  of  the  Federal  department  is  to  undertake  the  study 
of  problems  that  are  more  particularly  regional,  interstate,  and  international  in  char- 
acter, and  that  upon  the  station  should  rest  the  responsibility  of  investigating  the 
problems  that  arise  within  their  respective  States. 

This  general  policy  is  not  to  debar  a  union  effort  by  the  department  and  a  given 
station  in  the  studv  of  a  problem  whenever  it  becomes  evident  that  such  cooperation 
is  necessary  or  will  tend  to  a  more  successful  outcome. 

(2)  Whenever  the  department  finds  it  desirable  to  study  a  problem  within  a  given 
'  State,  harmonious  relations  and  an  intelligent  understanding  would  undoubtedly  be 

promoted  by  a  consultation  between  the  department  and  the  State's  station  prior  to 
Its  inauguration.  In  case  the  station  is  unable  to  cooperate  in  the  work,  or  does  not 
desire  to  do  so,  it  should  lend  sympathetic  and  advisory  support. 

(3)  Unqualified  approval  is  given  to  the  proposal  of  the  Secretary  that  in  order 
to  assist  in  the  carrying  out  of  the  policy  of  cooperation  there  be  oiganized  a  joint 
committee  on  the  correlation  of  research,  to  be  made  up  of  representatives  from  the 
department  and  the  college  and  station  association,  one  function  of  said  committee 
to  be  the  preparation  for  early  publication  by  the  department  of  a  list  of  scientific 
projects  to  be  undertaken  by  botn  the  department  and  the  stations.  This  committee 
should  also  be  empowered  to  assist  in  any  feasible  way  in  correlating  the  work  of  the 
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National  and  State  research  agencies  in  such  manner  as  shall  promote  efficiency  in 
•ecuring  results. 

(4)  Equally  emphatic  ajjproval  is  given  to  the  plan  of  holding  group  conferences 
between  the  scientific  specialists  of  the  department  and  the  stations.  It  would  seem 
desirable  and  perhaps  necessary  that  owing  to  financial  conditions  within  the  associ- 
ation and  stations  the  necessary  expenses  of  such  conferences  should  be  met  from  a 
fund  administered  by  the  department. 

(5)  It  seems  to  be  mutually  agreed  that  in  order  to  make  available  to  studenta  of 
science  the  research  work  of  the  department  and  stations  and  to  promote  its  standing 
In  the  scientific  world  there  should  be  published  by  the  department  a  joumalof 
agricultural  research,  such  journal  to  contain  only  those  contributions  from  the 
department  and  stations  as  are  visaed  by  the  committee  selected  for  that  purpose. 

EXTENSION. 

The  executive  committee  approves  the  {jolicy  of  unifying  the  administration  of  the 
extension  service  and  is  desirous  of  assisting  in  securing  Federal  legislation  to  that 
end  on  the  basis  of  the  following  principles  and  conditions: 

(a)  That  the  extension  service  shall  oe  administered  wholly  under  the  immediate 
direction  of  the  college  of  agriculture.  State  leaders  of  extension  service  shall  be 
appointed  by  said  colleges  and  shall  be  recognized  as  college  officials. 

(h)  That  extension-service  projects  maintained  by  Federal  funds  shall  be  entered 
upon  only  after  mutual  approval  by  the  department  and  the  collies. 

(c)  That  the  funds  to  be  applied  to  the  maintenance  of  the  extension  service  shall 
be  secured  through  congressional  appropriations  made  to  the  Federal  department, 
to  be  distributed  by  it  to  the  several  States  as  provided  by  law  on  the  basis  of  the  funda- 
mental provisions  embodied  in  the  Lever  bill  (H.  R.  1692). 

(</)  It  is  understood  that  the  appropriations  made  for  extension  service  by  the  eev- 
enu  States  shall  be  under  their  control. 

(«)  It  is  further  understood  that  the  (Federal)  moneys  appropriated  to  extension 
service  shall  all  be  expended  under  tlie  plans  and  agreements  mutually  approved 
b^r  the  department  and  colleges,  and  that  no  outside  cooperative  arrangement  for  main- 
taining extension  service  shall  be  made  with  any  corporation  or  <:ommercial  body, 
•xcepting  as  a  corporation  or  commercial  bodv  may  wish  to  donate  funds  to  be  admin- 
istered in  extension  service  exclusively  by  the  colleges  of  agriculture  in  consultation 
with  the  department. 

May  26,  1913. 
Prof.  W.  O.  Thompson, 

President  Ohio  State  University ^  Columbus,  Ohio. 

Dear  President  Thompson:  I  have  your  recent  note,  together  with  the  draft  of 
suggestions  looking  toward  bringing  about  closer  relationships  between  the  depart- 
ment and  the  college  and  stations.  The  suggestions  are  approved,  although  there 
»re  a  few  slight  changes  in  the  phraseology  that  might  be  just  as  well  added  later, 
after  further  discussion  with  your  committee. 

In  view  of  the  department's  relations  with  the  general  education  board,  I  would 
suggest  that  the  words  "corporation  or"  beomittcSi  from  the  last  paragraph,  lines  6 
and  7.  This  will  limit  the  application  of  the  paragraph  to  commercial  bodies  only. 
In  view  of  our  contract  with  the  general  education  hoard,  I  would  be  pleased  to 
consider  further  the  relations  of  this  work  to  that  of  the  colleges  at  our  next  meeting. 
I  have  no  doubt  that  sati^actory  conclusions  can  be  reached  whereby  all  of  the  exten- 
sion service  may  be  handled  through  the  colleges,  where  it  seems  to  me  it  properly 
belongs. 

With  kindest  regards,  I  am, 

Yours,  sincerely,        •  D.  F.  Houston,  Secretary. 

The  Chaibman.  We  are  very  much  obliged  to  you,  sir;  and  if  no 
member  of  the  committee  has  any  questions,  we  will  hear  from  the 
Secretary  of  Agriculture. 

Before  the  Secretary  begins  his  statement,  I  would  like  to  say 
that  I  have  not  printed  the  statement  that  Dr.  Galloway  has  been 
reading  from,  because  I  thought  it  better  to  print  it  with  these 
hearings  and  make  it  a  part  of  the  entire  proposition,  and  with  the 
consent  of  the  conmiittee  I  will  add  it  to  Dr.  Galloway's  statement, 
Ro  vou  will  have  the  two  together. 
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STATEMENT  OF  HOV.  DAVID  F.  HOXTSTOV,  SECBETABT  OF 

AOBIGXTLTUBE. 

Secretary  Houston.  Mr.  Chairman  and  gentlemen,  I  think  perhaps 
this  matter  might  clear  itself  in  the  minds  of  some  of  the  members  if 
we  made  plain  at  £he  outset  just  what  this  bill  intends  to  accomplish. 
Both  the  Department  of  Agriculture  and  the  State  colleges  have  many 
departments  or  bureaus,  as  you  know.  For  many  years  they  have 
been  making  investigations  m  an  effort  to  discover  things  that  will 
be  helpful  to  farmers.  For  many  years  they  have  been  trymg  to  make 
known  to  the  farmers  what  they  have  discovered.  I  think  the  great- 
est achievement  the  colleges  have  made,  perhaps,  is  in  the  matter  of 
discovering  information,  but  the  greatest  difficulty  they  have  encoun- 
tered is  in  getting  the  information  to  the  farmers  and  in  inducing 
farmers  to  apply  that  information.  I  suppose  the  gentlemen  from 
the  land-grant  colleges — and  some  of  you,  perhaps,  know  that  I  had 
the  good  f  ortime  at  one  time  to  be  connected  with  such  a  college — will 
a^ree  with  me  that  the  most  difficult  imdertaking  is  to  get  mforma- 
tion  to  the  farmers,  and,  if  I  may  use  the  word,  make  them  apply  it. 
Personally  I  do  not  feel  we  have  been  very  successful  in  that,  espe- 
cially with  the  small  farmers  in  remote  districts,  the  very  men  we 
ought  to  reach,  and  it  seems  to  me  that  is  one  of  the  great  problems 
confronting  the  agricultural  colleges  and  the  Department  of  Agricul- 
ture to-day.  I  imagine  that  if  we  could  get  all  that  we  now  Know, 
all  that  these  departments  know,  and  all  mat  the  best  farmers  know 
to  the  farmers  that  are  not  especially  informed  and  successful,  we  could 
revolutionize  this  Nation. 

Now,  it  is  rather  idle  to  spend  millions  of  dollars  to  discover  things 
if  we  do  not  get  those  discoveries  to  the  farmers  and  induce  the 
farmers  to  apply  the  information. 

The  agencies  for  reaching  the  farmers  have  not  been  exceptionally 
efficient.  We  have  various  agencies.  We  have  the  press,  general  and 
special;  we  have  the  bulletins.  Now,  there  is  no  need  of  pointing  out 
to  you  gentlemen  that  many  farmers  do  not  get  these  bulletins,  do  not 
read  them  if  they  get  them,  do  not  understand  them  if  they  read  them, 
and  do  not  apply  them  if  they  understand  them.  You  know  that  the 
personal  message  is  more  effective  than  the  printed  message,  but  the 
personal  message,  in  the  form  of  lectures,  is  not  especially  efficient. 
We  have  discovered  that  the  farmers'  institute  is  not  the  most  efficient 
way  of  reaching  the  people.  It  has  been  ascertained  that  the  actual 
demonstration  of  a  thing  is  the  most  effective.  A  farmer  is  rather 
prejudiced;  he  is  conservative  and  rather  hard-headed.  He  is  a  mpn 
of  sense  and  wants  to  be  shown,  and  he  is  skeptical  until  he  is  shown. 
If  you  can  take  his  farm  and  show  that  things  can  be  done  on  it  differ- 
ently from  the  way  in  which  he  is  doing  those  things,  if  results  can  be 
secured^  then  he  is  likely  to  follow.  That  seems  to  have  been  the 
conclusion  from  the  demonstration  work  that  the  Federal  Govern- 
ment and  the  State  departments  of  agriculture  have  undertaken. 
Personally  I  know  to-day  of  no  better  way  of  reaching  the  farmers  than 
through  tnis  demonstration  process. 

If  it  is  wise  and  legal  for  the  Federal  Government  and  State  gov- 
ernments to  undertake  to  secure  this  information,  it  certainlv  ought 
to  be  legal  and  wise  to  undertake  to  get  it  to  the  farmers  in  the  most 
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efficient  manner.  It  seems  to  me  that  the  Federal  department 
ought  to  have  machinery  to  get  this  information  to  the  farmers  and 
that  the  State  institutions  ought  to  have  efficient  machinery  to  get 
whatever  information  they  have  to  the  farmers.  Now,  we  are  gettmg 
it  to  the  same  people,  and  if  each  is  going  his  own  way  he  is  going  to 
do  a  double  task  and  is  going  to  duplicate  very  needlessly.  There- 
fore, it  has  seemed  to  me  exceptionally  wise  that  we  should  adopt  the 
closest  sort  of  relations,  not  only  in  this  business  of  getting  informa- 
tion to  the  farmers  but  discovering  information  for  the  farmers. 

I  saw  when  I  was  at  the  State  college  of  Texas,  and  I  see  now,  that 
there  is  some  waste ;  that  there  is  some  duplication  of  effort  in  both 
fields — ^in  the  field  of  investigation  and  in  the  field  of  information. 
There  has  not  been  the  closest  coordination  of  eflFort.  In  some  com- 
munities the  neither  of  two  sets  of  institutions  knows  what  the  other 
is  doing.  They  are  sometimes  working  on  the  same  problem  with- 
out knowledge  of  that  fact,  when  one  of  them  could  attack  that 
problem  with  the  assistance  of  the  other. 

I  think  I  shall  not  make  any  unfair  criticism  of  both  departments 
when  I  say  that  they  have  not  always  carefully  planned  either  their 
investigations  or  their  dissemination  of  information,  and  with  refer- 
ence to  the  specific  thing  in  mind  and  with  reference  to  what  the  other 
agencies  have  been  doing,  this  thing  being  relatively  new,  it  is  not 
singular  that  it  should  not  have  been  perfectly  done.  The  Depart- 
ment of  Agriculture  has  discovered,  after  a  long  period,  that  the 
best  way  to  secure  carefuUy  considered  plans  is  to  have  projects 
carefully  considered  and  formulated  and  then  systematically  executed. 
The  colleges  are  coming  to  the  same  conclusion.  Now,  it  so  happens 
that  there  has  been  no  arrangement  by  which  the  Department  of 
Agriculture  could  know  just  what  projects  the  colleges  had  in  mind, 
and  the  colleges  did  not  know  just  what  projects  the  department  had 
in  mind  or  what  projects  other  colleges  had  in  mind,  and  we  have 
been  discussing  with  the  executive  committee  of  the  land-grant 
colleges  whether  it  would  not  be  feasible  for  each  of  these  institutions 
to  have  in  hand  projects,  formulated  every  year,  by  which  all  the 
institutions.  Federal  and  State,  can  work  together.  You  can  easily 
see  how  that  would  clear  the  air.  The  same  thing  applies  to  the 
information  side  of  it.  Each  has  been  going  its  own  road,  and  I 
think  unau€»tionably  the  most  admirable  feature  of  this  bill  is  that 
in  this  field  it  will  bring  these  agencies  together  and  make  them  work 
with  a  single  mind — they  are  working  for  the  same  people — ^with  the 
minimum  of  waste  and  with  the  maximum  of  care,  dj  the  careful 
formation  of  plans  the  two  will  work  together  and  execute  the  plans 
in  a  way  that  will  be  most  advantageous. 

Section  2  of  the  biU  defines  the  kind  of  information  and  the  method 
and  manner  of  giving  out  this  information.  Under  a  subsequent 
section 

The  Chairman.  Section  6. 

Secretary  Houston.  Yes;  under  section  6,  at  the  bottom  of  page  5, 
it  is  provided  that  plans  shall  be  agreed  on  before  the  money  is  spent. 

Now,  I  Imow  that  in  Texas — I  would  not  say  the  same  is  true  of 
other  States,  because  I  do  not  know — our  investigators  very  often 
undertook  work  that  was  haphazard  and  had  not  been  carMuIly  con- 
sidered. The  money  was  there;  they  were  expected  to  spend  it,  and 
they  spent  it.    If  they  had  been  forced  to  propose  a  project  that  was 
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carefully  thought  out  before  a  cent  was  expended  the  State  would 
have  gotten  better  results.  The  same  thmg  was  true  of  their  attempts 
to  give  information.  Somebody  would  come  along,  some  railway 
company,  and  say,  **Let  us  have  a  farmers'  institute,"  and  they  had 
a  farmers'  institute,  but  there  was  no  well-devised  plan.  You  can  see 
exactly  the  same  thing  in  this  other  *field.  The  department  is  to  give 
information;  the  colleges  are  to  give  information,  and  there  is  no 
reason  why  they  should  not  cooperate  in  giving  the  information  that 
they  separately  secure  or  secure  in  cooperation. 

1  believe  that  there  is  the  key  to  the  whole  matter,  and  the  most 
admirable  feature  of  it  is  that  provision  which  requires  them  to  set 
their  heads  together  to  devise  a  plan  for  getting  this  information 
to  the  farmers  and  have  an  a^eement  beforehand.  And  I  can  not 
see  any  possible  danger  of  the  invasion  of  anybody's  rights.  If  it  is 
legal  ana  wise  for  the  Federal  Government  to  make  an  appropriation 
to  be  used  in  cooperation  with  the  States,  it  certainly  is  legal  and 
wise  for  the  Federal  Government  to  take  pains  to  see  that  that  money 
is  expended  for  the  interests  of  the  people.  And  that  is  all  this  pro- 
vision does.  The  only  question  that  could  be  raised,  it  seems  to  me, 
as  to  the  concentration  of  power  or  legaUty  is  whether  or  not  the  Fed- 
eral Government  ought  to  appropriate  the  money.  It  does  not  seem 
to  me  that  any  question  can  be  raised  as  to  the  wisdom  and  necessity 
of  this  matter  after  the  money  has  been  appropriated.  'r-v 

Now,  as  to  the  machinery.     As  I  interpret  the  act,  it  contemplates  \ 
that  each  State  shall  devise  its  own  machiaery,  shall  have  something   I 
Kke  an  office  for  extension  or  demonstration  work,  and  shall  have  its    \ 
st^  of  workers  who  shall  reach  every  farmer  in  that  State.     Now,  it     \ 
goes  without  saying  that  a  State  institution  ought  to  be  able  to  get     \ 
mto  more  intimate  and  easy  touch  with  the  farmers  in  its  own  State  _J 
than  the  Federal  department  can  possibly  do. 

Therefore,  it  seems  to  me  wise  tnat  provision  should  be  made  that 
the  State  shall  develop  this  machinery.  But  the  Federal  Govern- 
ment has  a  responsibility.  In  the  fir.st  place,  it  has  information  that 
it  wants  to  give  out;  in  the  second  place,  the  Federal  Government 

Eroposes  to  make  an  appropriation,  and  it  is  desirable  that  it  should 
ave  machinery  to  see  that  that  is  carefully  and  wisely  expended, 
and  it  does  not  seem  to  me  to  be  wise  and  adeciuate  to  provide  merely 
that  after  the  money  is  expended  there  shall  be  an  audit;  a  post 
mortem  does  not  secure  the  bo^t  results,  and  it  does  not  secure  the 
most  desirable  end.  The  thing  to  do  is  to  have  the  two  work  in  close 
harmony,  put, their  heads  together,  and  adopt  a  plan  for  getting 
their  two  sorts  of  information  to  the  people. 

The  office  that  is  suggested  here,  a  director  of  cooperative  agricul- 
tural extension  work,  would  have  as  its  main  duty  to  confer  with 
similar  offices  in  the  several  States  and  to  prepare  rational  plans  and 
then  set  them  in  operation  through  the  State  machinery.  Now,  the 
question  has  been  asked  whether  or  not  there  are  officers  already  in 
tne  department  who  can  do  this.  Of  course,  there  are  officers  in  the 
department  who  are  doing  this,  and  there  is  substantially  a  director  ^ 
of  extension  work.  This  creates  no  new  office,  but  the  difficulty  with 
the  present  office  is  that  it  is  attached  to  one  bureau.  At  present  it 
is  attached  to  the  Bureau  of  Plant  Industry,  and  naturally  the 
impression  arose  that  it  was  to  demonstrate  tmngs  in  the  Bureau  of 
Plant  Industry.    But  there  are  other  things  to  demonstrate  in  the 
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Department  of  Agriculture  than  plant  growing.  You  know  that  one 
of  the  most  interesting  and  difficult  problems  we  have  before  us  is  the 
Question  of  the  meat  supply  of  the  country,  and  obviously  we  need  to 
aemonstrate  to  the  man  on  the  farm  how  ne  can  grow  more  live  stock. 
There  is  just  as  much  need  for  doing  that  as  there  is  to  demonstrate 
to  him  how  he  can  grow  more  corn.  We  want  to  carry  to  him  the 
best  results  of  the  researches  made  by  the  Bureau  of  Animal  Industry. 
We  may  have  something  to  say,  incidentally,  about  roads;  we  may 
have  somethmg  to  say  about  the  results  in  other  bureaus,  and,  in  my 
judgment,  it  will  be  vastly  better  for  this  work  il  we  should  have  an 
officer,  not  to  be  attached  to  any  particular  bureau,  but  free  to  use 
the  results  of  the  investigations  made  by  every  bureau  in  the  Depart- 
ment of  Agriculture,  and  have  none  of  this  fear  of  cross-firing,  or 
jealousy,  or  of  the  question  of  whether  or  not  somebody  else  is  the 
proper  man  to  do  it.  You  can  not  deal  with  the  farm  in  its  various 
phases,  but  you  have  to  deal  with  it  as  a  unit,  and  you  want  to  demon- 
strate to  the  man  on  the  farm  everything  that  he  is  interested  in 
This  is  a  matter  of  carrying  information  and  not  of  investigation. 

Mr.  Hauoen.  Shoul(f  it  not  come  under  the  Director  of  Experiment 
Stations  ? 

Secretary  Houston.  Of  course,  the  experiment  stations  are  engaged 
primarily  in  investigations.  They  have  large  problems  and  there  are 
a  great  many  of  them.  They  have  many  undertakings,  and,  even 
though  you  were  to  put  this  thing  under  the  Director  of  Ejtperiment 
Stations,  this  in  itself  is  such  a  large  undertaking  that  you  would 
have  to  have  somebody  to  look  after  it.  You  would  have  to  have 
some  man  to  look  after  this  work,  and,  for  the  reasons  I  have  sug- 
gested, I  think  he  should  be  an  officer  not  attached  to  any  particular 
bureau,  but  that  he  should  be  an  independent  officer  working  in 
cooperation  with  the  colleges  and  the  bureaus  to  carry  their  informa- 
tion to  the  people — working,  as  I  have  said,  in  cooperation  with  the 
colleges.  Ii  you  put  it  under  the  Director  of  Experiment  Stations, 
you  would  not  save  expense,  and.  in  my  judgment,  you  would  cripple 
its  efficiency. 

So  far  as  concentration  of  power  goes — I  have  heard  that  phrase 
rather  frequently — we  are  now  carrying  on  in  a  number  of  States 
demonstration  work,  through  a  machinery  that  is  extensive,  that 
reaches  intimately  into  the  homes  of  the  mdividual  farmers  of  the 
Nation.  If  you  extend  that  to  every  State  in  the  Union,  obviously 
that  would  be  a  more  complete  and  intimate  centralization  of  power 
with  reference  to  the  individual  citizen  than  the  creation  of  an  office 
that  should  cooperate  with  the  State  institutions  that  are  intimately 
reaching  the  individual.  This  biU,  in  my  judgment,  is  just  the 
reverse  of  centralization  of  power,  and  one  of  the  objects  of  it  was  to 
prevent  what  some  gentlemen  wisely,  I  think,  desired  to  prevent; 
that  is,  the  creation  of  a  great  central  machinery  that  does  so  inti- 
mately reach  the  individual  citizens  when  they  could  better  be 
reached  through  State  agencies  acting  in  cooperation.  It  seems  to 
me  that  the  bill  very  desirably  and  completely  meets  that  danger. 

Mr.  Chairman,  these  are  the  principal  thoughts  that  occur  to  me. 

The  Chairman.  Mr.  Secretary,  j^ou  have  made  the  very  inter- 
esting statement  that  the  fanii  must  be  dealt  with  as  a  unit  and  not 
in  its  separate  and  distinct  phases.  The  purpose  of  this  bill  is  to 
carry  all  the  information  of  every  character  that  the  department 
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and  the  coDeges  have  out  to  the  farmers,  and  that  would  include 
not  only  information  that  affects  production,  but  information,  also, 
that  aflects  distribution. 

Secretary  Houston.  Certainly.  Let  me  say,  and  you  gentlemen 
will  understand  the  spirit  in  which  I  state  this — ^you  know  some  of 
this  work  is  very  recent  and  is  just  finding  itself — quite  a  number 
of  State  demonstration  agents  were  here  recently,  and  I  met  them. 
I  raised  with  them  the  question  as  to  what  they  were  doing  in  the 
several  sections  in  which  they  were  working  to  induce  the  fanners 
to  raise  more  live  stock.  I  have  been  convinced  for  a  long  time 
that  we  are  devoting  too  much  attention — I  will  not  say  that,  but 
too  exclusive  attention — to  live  stock  on  the  big  ranges  as  a  big 
business,^  and  that  one  great  thing  we  ought  to  do  is  to  induce  the 
farmers  in  the  settled  sections  of  this  country*  to  grow  more  meat  to 
eat  and  in  greater  variety.  I  was  asking  these  gentlemen  who  are 
working  in  the  more  settled  sections  of  the  country — I  mean  in  the 
older  sections  of  the  country — what  they  were  doing  to  induce  the 
fanner  to  grow  more  hogs,  chickens,  and  things  of  that  kind.  Well, 
thej  said  that  thev  felt  themselves  rather  hampered  by  the  Bureau 
of  Animal  Industry,  and  they  felt  that  the  Bureau  of  -^imal  Indus- 
try was  the  one  to  do  that  work;  but  I  said,  *'The  Bureau  of  Animal 
Industry  has  no  machinery  by  which  to  demonstrate  to  the  farmerg 
these  things.*'  The  Bureau  of  Animal  Industry  is  engaged,  in  so 
far  as  it  has  the  funds,  in  investigations  concerning  live  stock,  but 
mainly  in  meat-inspection  work  and  things  of  that  kind.  *'Now," 
I  said,  '4t  seemis  to  me  that  it  is  your  duty  to  demonstrate  to  the 
farmers  everything  that  they  are  interested  in  and  to  give  them  the 
benefit  of  all  the  information  that  the  department  has.''  That  is 
what  I  had  in  mind  when  I  said  we  must  deal  with  the  farm  as  a 
unit,  and  that  is  the  difficulty  I  see  from  having  this  office  asso- 
ciated with  any  particular  bureau.  Is  there  any  other  question, 
Mr.  Chairman? 

The  Chaibman.  Are  there  any  questions  you  desire  to  ask,  gentle- 
men? 

Mr.  McLaughlin.  One  of  these  sections  refers  to  projects  that  are 
to  be  laid  out,  and  I  do  not  know  that  I  qiiite  understand  what  ia 
meant  by  ^* projects"  in  that  connection.  I  understand  that  these 
men  who  go  out  now  meet  the  farmers  and  give  advice,  or  attempt  to 
give  it,  on  all  lines  of  work  in  which  the  farmer  is  engaged. 

Secretary  Houston.  That  is  what  we  desire  to  have  them  do. 

itr.  McLaughlin.  Now,  the  farmer  might  ask  one  of  these  agents 
a  question  relating  to  some  phase  of  his  work,  and  the  agent  might 
say,  **That  is  not  in  line  with  the  project  laid  down,  and  I  can  not 
tell  you  anything  about  that  or  give  you  any  advice  or  assistance.*^ 
I  would  like  to  know  what  is  meant  by  ^'projects." 

Secretary  Houston.  In  the  first  place,  I  should  not  think  that  any 

5 reject  would  prevent  the  agent  from  answering  a  question.  This 
emonstration  work  and  this  extension  work  or  work  of  giving 
information,  of  course,  might  take  a  variety  of  directions  in  any  State, 
You  know,  of  course,  that  there  are  all  sorts  of  proposals  for  getting 
matter  more  or  less  worth  while  to  the  farmers,  and  you  have  got  t« 
decide  what  lines  of  work  are  relatively  most  important  at  the  time. 
You  must  know  what  you  are  going  to  try  to  execute  in  your  com- 
munity at  any  given  time.     One  State,  for  instance,  might  limit  itself 
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exclusively,  unless  there  was  some  plan  agreed  upon,  to  home  econom- 
ics insteaa  of  demonstration  with  a  view  to  meeting  the  boll-weevil 
problem.  Sui>pose  you  take  a  concrete  case.  For  instance,  suppose 
you  take  Louisiana  or  Alabama,  where  the  boll  weevil  is  making 
itself  felt;  take  Mississippi,  where  it  is  felt,  and  Georgia,  where  it  wiU 
be  felt — now,  certainly  the  critical  problem  there  is  to  prepare  to  meet 
the  boll  weevil,  and  you  want  specific  plans  made  to  prepare  to  meet 
the  boll  weevil. 

A  great  many  things  are  being  done  that  are  foolish;  there  are 
things  suggested  that  experience  would  seem  to  indicate  would  be 
wise,  and  you  would,  therefore,  lay  out  definite  lines  of  work  to  meet 
that  problem.  You  might  decide  that  you  are  going  to  do  that  rather 
than  give  your  exclusive  time  and  attention  to  the  extension  of  home 
economics.  That  is  one  illustration,  and  there  are  numbers  of  illustra- 
tions I  might  suggest  to  show  that  the  plans  would  vary  from  State 
to  State,  because  there  are  problems  more  urgent  in  sortie  than  in 
others.  The  State  colleges  would  be  the  ones  primarily  to  suggest 
these  plans,  because  they  are  better  acquainted  with  the  conditions 
and  with  the  people,  and  when  they  come  with  a  plan  for  the^work. 
our  people  would  go  over  it  with  them  and,  of  course,  usually  woula 
indorse  the  plan  and  proceed  with  the  work.  But  it  seems  to  me 
very  wise  to  nave  a  definite  thing  or  things  in  mind  and  outline  them 
before  you  undertake  operations.  That  is  usual  in  any  line  of  business. 
The  number  of  directions  which  you  might  take,  either  in  agricultural 
investigation  or  in  carrying  agricultural  information  to  the  farmers, 
is  almost  infinite,  and  tnat  necessitates  a  more  careful  consideration 
of  the  direction  in  which  you  are  going  and  what  you  are  going  to 
undertake.  But,  of  course,  having  a  definite  plan  or  plans  m  mind 
would  not  shut  off  the  agent  or  college  or  department  from  giving 
any  incidental  information.  However,  taking  injbo  consideration  that 
appropriation  of  $20,000  in  a  State  in  any  one  year,  obviously  you 
would  want  to  use  that  amoimt  to  the  best  advantage,  and  you  want 
to  know  definitely  what  you  have  in  mind,  what  you  are  going  to 
execute,  and  what  directions  you  are  going  to  give  to  your  agencies. 
That  is  practically  what  I  mean  by  ''project.''  It  is  something  that 
•very  man  has  in  his  mind  more  or  less  vaguely,  and  the  thing  to  do  is 
to  get  it  in  mind  definitely.  There  is  nothing  new  in  that,  and  it  is  in 
line  with  university  wortc  generally.  For  instance,  take  the  medical 
college;  it  will  have  20  different  clivisions,  and  each  division  makes 
out  its  project  and  presents  it  to  the  board  of  regents  for  examination 
before  the  appropriation  is  made;  and  so,  in  this  field,  the  s^one 
systematic  course  can  be  followed. 

Mr.  Sloan.  Would  there  be  such  flexibiUty  in  the  projects  laid 
•ut  for  the  year,  relating  to  certain  work  or  demonstrations,  that,  if 
something  should  arise,  such  as  an  epidemic  among  Uve  stock,  the 
project  could  be  shifted  from  the  origmal  purpose  and  the  efforts  of 
the  demonstration  agents  directed  to  some  more  pressing  condition  1 

Secretary  Houston.  I  think  the  bill  would  permit  mat  beyond 
any  question. 

Mr.  Sloan.  For  instance,  recently  our  people  were  interested 
very  much  in  a  number  of  things — in  raising  horses,  for  instance — 
now,  could  the  project,  after  being  laid  down,  be  diverted  so  that  the 
demonstration  would  cover  other  subjects  ?  In  other  words,  is  there 
such  flexibility  in  the  bill  as  to  make  that  possible  ? 
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Secretary  Houston.  There  is  nothing  in  the  bill  of  that  sort.  The 
bill  says  that  plans  must  be  niade  before  the  money  is  to  be  given  to 
the  State,  but  there  is  nothing  in  the  bill  that  would  prevent  a 
feasible  or  practicable  modification  of  the  plan  as  agreed  upon  by 
the  two  departments.^  Of  course,  it  might  be  that  the  plan  would 
involve  sucn  a  direction  of  the  money  that  it  would  be  difficult  to 
divert  it,  but  that  would  follow  whether  you  had  a  plan  agreed  upon 
or  not. 

Mr.  Heflin.  Is  it  true  that  under  this  bill  more  farmers  would  be 
reached  with  this  demonstration  work,  that  more  men  will  be  engaged 
in  the  work,  and  that  it  will  redoimd  to  the  greater  advantage  of  the 
farmer?  • 

Secretary  Houston.  I  think  so.     There  is  this  to  be  considered:  \ 
There  are  some  States  not  now  doing  any  work  of  this  kind;  there  i 
are  some  States  in  which  a  ^eat  deal  of  this  work  is  being  donC;  and,  j 
I  imagine,  there  are  some  States  already  appropriating  more  money  ' 
for  work  akin  to  this  than  the  Federal  Government  will  be  giving 
them;  but,  on  the  other  hand^  just  as  there  are  some  States  not  now  -. 
making  appropriations  for  experimental  work  to  meet  the  large  I 
appropriations  that  the  Federal  Government  is  making,  so  there  are 
some  that  have  made  no  provision  for  extension  work.     I  know  of 
one  State  the  legislature  oi  which  recently  made  an  appropriation  for 
extension  work  and  the  governor  cut  it  out.    That  State  is  therefore 
in  the  position  of  expending  considerable  sums  of  money  for  agri- 
cultural investigations  with  no  provision  for  getting  the  results  to 
the  farmers.     Now,  this  bill  would  probably  act  as  a  stimulus  and 
such  appropriations  would  probably  be  made  and  would  probably 
remain.     Tnat  seems  to  me  to  be  a  good  thing.     It  will  probably 
induce  States,  in  which  the  agricultural  colleges  are  giving  most  of 
their  time  to  mechanics  and  have  very  little  information  to  reach  the 
farmers,  to  get  in  touch  with  the  farmers.     I  think,  therefore,  that  it 
will  have  not  only  the  effect  of  causing  the  money  to  be  used  more 
wisely,  but  I  think  it  will  have  the  effect  of  stimulating  some  of  our 
Stat^  to  make  provision  for  getting  this  information  to  the  farmer. 

Mr.  Heflin.  Will  the  men  who  are  to  do  this  work  be  selected  in 
the  same  manner  that  they  are  now  selected  by  you  ? 

Secretary  Houston.  I  understand  that  primarily  they  will  be  State 
officers  working  in  touch  with  the  State  offices  and  college  offices  of 
extension,  just  as  the  experiment-station  workers  in  the  various 
State  colleges  are  primarily  regarded  as  members  of  the  college  staff. 

Mr.  Heflin.  Then  you  w^ld  have  nothing  to  do  with  the  selection 
of  the  men  who  are  to  be  selected  in  the  States  ? 

Secretary  Houston.  Practically  so,  but  I  do  not  anticipate,  on  the 
whole,  that  the  selections  would  be  less  worthy  than  those  we  make 
at  a  distance. 

Mr.  Heflin.  This  biU  would  not  disturb  those  men  who  are  already 
in  the  field,  would  it?  There  is  no  danger  from  this  bill  that  those 
men  who  are  now  doing  good  work  in  the  field  will  be  disturbed  ? 

Secretary  Houston.  I  should  think  that  the  States  would  willingly 
attach  these  men  to  their  offices  of  extension. 

The  Chairman.  On  account  of  their  experience  ? 

Secretary  Houston.  Yes. 

Mr.  McLaughlin.  In  section  2  of  the  old  bill  there  is  a  proviso 
"That  nothing  contained  in  this  act  shall  be  construed  to  interfere 
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with  either  the  demonstration  of  farm-management  work  as  now  con- 
ducted by  the  Department  of  Agriculture  and  known  as  the  Farmers' 
Cooperative  Demonstration  Work  and  Farm  Management  Work/'  I 
have  not  examined  the  new  bill  as  carefully  as  I  should,  but  I  do  not 
see  that  proviso  in  section  2  or  anywhere  else,  in  so  many  words. 

Secretary  Houston.  That  proviso,  as  I  understand  it,  is  not  in 
this  bill. 

The  Chairman.  It  is  not. 

Mr.  McLaughlin.  Is  it  the  idea  that  this  work  will  take  the  place 
of  that,  and  that  the  appropriations  made  for  that  former  work  will 
be  discontinued  and  tnat  all  of  the  work  will  be  done  Under  this 
appropriation? 

Seciietary  Houston.  Yes;  the  theory  being  that  we  will  get  better 
results  by  doing  it  in  cooperation  with  the  colleges  than  by  doing  it 
directly  through  the  Federal  machinery. 

Mr.  McLaughlin.  But  it  would  not  be  advisable  to  discontinue 
the  appropriation  all  at  once  for  the  work  that  is  now  going  on, 
because  this  bill  appropriates  only  $10,000  for  each  State  the  first 
year. 

Secretary  Houston.  I  think  the  present  work  should  not  be  inter- 
fered with,  but  extended 

Mr.  McLaughlin  (interposing).  The  present  work  should  be 
extended  ? 

Secretary  Houston.  I  mean  that  the  sum  total  to-day  of  extension 
work;  that  is,  of  the  work  we  are  now  doing,  ought  not  to  he  crippled 
while  the  other  is  getting  on  its  feet. 

Mr.  Sloan.  Would  you  continue  both  appropriations  for  the  year? 

Secretary  Houston.  We  should  make  such  provision  as  may  be 
necessary  to  keep  up  the  work.  That  is  a  matter  that  must  be  worked 
out  careluUy  in  the  estimates. 

The  Chairman.  The  present  organization  would  not  be  interfered 
with  at  all  until  this  bill  became  operative. 

Secretary  Houston.  Later  on,  of  course,  when  this  bill  gets  into 
operation,  this  will  cover  the  work  we  are  now  doing. 

Dr.  Galloway.  I  might  state  for  the  information  of  the  committee 
that  we  are  expending  for  this  work  $168,000  out  of  the  appropriation 
for  farm  management.  We  have  an  additional  appropriation  of 
$350,000  for  farmers'  cooperative  demonstration  work  in  the  South. 
In  addition  to  the  $168,000  we  are  expending  the  difference  between 
$325,000  for  farm  management  and  $168,000,  namely,  $157,000,  in 
investigational  work  in  farm  management.  That  work  will  neces- 
sarily be  continued,  because  it  is  for  the  accumulation  of  evidence 
and  facts  that  will  be  used  by  the  demonstration  office,  so  that  the 
Office  of  Farm  Management  would  probably  continue  to  exist  as  it 
is  now,  except  that  the  demonstration  office  and  work  will  be  handled 
in  one  central  office,  combining  all  the  demonstration  work. 

Mr,  McLaughlin.  You  spoke  of  expending  $168,000  in  this  kind 
of  work.     The  appropriation  was  $375,000  for  this  fiscal  year 

Dr.  Galloway  (interposing.)  There  is  an  appropriation  of  $350,000, 
but  this  $168,000  is  expended  exclusively  for  this  county  demonstra- 
tion work,  and  the  rest  of  it  is  expended  in  investigations  and  farm- 
management  work.  Whenever  questions  arise  involving  farm 
economics,  machinery,  and  many  other  problems  that  have  never 
been  made  the  subject  of  investigation,  we  must  make  the  investiga- 
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tions  before  we  are  in  a  position  to  direct  the  farmer  and  advise  him 
in  the  matter  and  in  the  management  of  his  farm  as  a  unit. 

Mr.  McLaughlin.  After  making  investigations  in  which  you  use 
this  money  above  the  $168,000,  as  you  go  along,  will  there  be  more- 
of  that  appropriation  available  for  cooperation  m  county  work  ? 

Dr.  Galloway.  Yes;  that  wiD  be  the  case  naturally. 

Secretary  Houston.  Ma}^  I  emphasize  the  fact  that  I  do  not  sup- 

Sose  anybody  had  it  in  mind  that  any  work  we  are  now  doing  m 
emonstrations  would  be  discontinued  or  that  the  amount  of  it  would 
be  lessened  under  this  arrangement.  We  shall  have  to  make  an 
adjustment  of  the  appropriation  and  an  adjustment  ought  to  be  made 
by  which  that  work  will  go  forward  as  f uUy  as  it  is  now  going  forward^ 
and  as  this  other  work  comes  on,  of  course,  the  old  work  may  be  dis- 
continued as  a  specific  undertaking. 

Mr.  McLaughlin.  When  this  bill  was  considered  in  the  House^ 
we  found  that  there  was  an  apprehension  in  the  minds  of  some  Mem- 
bers that  the  demonstration  work  was  to  be  discontinued  and  the 
work  provided  for  in  this  bill  substituted  for  it,  and  in  order  to  safe- 
guard that  and  make  it  clear  that  that  old  work  was  not  to  be  dis- 
continued that  proviso  was  put  in.  Now,  would  it  not  be  advis- 
able to  incorporate  in  this  bill  we  are  now  considering  a  safeguard 
of  the  same  land  by  providing  that  the  old  work  shall  be  continued 
and  finally  merged  into  this  work,  with  an  increased  appropriation  i 

Secretary  Houston.  In  the  first  place,  I  insist  that  tnis  is  a  con- 
tinuation of' that  work,  and  the  only  question,  as  I  understand  it,, 
that  you  raise  is  whether  there  is  danger  of  discontinuing  that  wort 
before  this  machinery  gets  under  way. 

Mr.  McLaughlin.  Yes,  sir. 

Secretary  Houston.  That  ought  to  be  guarded  against. 

Mr.  McLaughlin.  Would  it  be  advisable  to  put  a  provision  of 
that  sort  in  this  bill  ? 

Secretary  Houston.  I  think  that  could  be  taken  care  of  in  tha^ 
estimates. 

Mr.  McLaughlin.  That  question  wiU  be  raised  when  we  consider 
this  bill  in  the  House. 

The  Chairman.  This  proviso  was  put  in  the  bill  on  the  floor  of  the^ 
House.  The  committee  did  not  raise  any  objection  to  it,  because 
they  did  not  attach  Yerj  much  importance  to  the  proposition.  So 
far  as  I  am  concerned,  1  have  no  objection  to  its  going  into  the  bill 

again. 

Secretary  Houston.  We  will  undertake  in  the  estimates  for  the 
department  to  provide  for  that  until  this  bill  goes  into  full  operation. 

Sir.  Moss.  I  would  like  to  ask  one  general  question.  The  proviso 
in  the  other  bill  would  seem  to  indicate  a  perpetuation  of  the  present 
method,  whereas  this  bill  ultimately  means  tnat  the  agricultural  col- 
leges shall  assume  leadership  of  the  Federal  Government  or  of  the 
Department  of  Agriculture  in  this  particular  work,  does  it  not  ? 

Secretary  Houston.  I  should  hardly  put  it  as  a  matter  of  leader- 
ship  

Sfr.  Moss  (interposing).  I  remember  very  particularly  the  debate 
on  the  floor  of  the  House.  You  take,  for  instance,  a  State  hke  In- 
diana; we  are  working  on  a  plan  developed  under  agricultural  col- 
leges, and  I  take  it  for  granted  that  under  the  terms  of  this  bill  there 
w3l  be  in  all  States  some  degree  of  leadership  recognized  in  the  agri- 
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cultural  colleges,  but,  until  that  time,  I  assume,  of  course,  the  present 
management  will  be  maintained? 

Secretary  Houston.  Yes,  sir. 

Mr.  Moss.  The  practical  question  is  whether  the  money  appro- 
priated for  demonstration  work  is  to  continue.  It  would  not  be  dis- 
continued, would  it? 

Secretary  Houston.  No,  sir. 

There  is  one  other  point  the  chairman  raised  which  I  overlooked 
at  the  time.  Congress  has  placed  upon  the  Department  of  Agricul- 
ture the  exceedin^y  important  task  of  beginning  the  study  of  crop 
distribution  and  marketmg,  and  that  is  the  most  complex,  difficult, 
and  relatively,  I  think,  the  most  important  problem  m  agriculture 
to-day.  Now,  in  that  field,  I  think,  we  shall  get  a  great  deal  of  infor- 
mation that  will  be  of  service  to  the  farmers,  and  that  information 
will  have  to  be  taken  to  them  just  as  carefully  and  completely  as 
anv  other  part  of  the  information  we  secure. 

Mr.  Maguire.  Do  we  understand  that  this  proposed  line  of  work 
will  include  all  the  demonstration  work  now  oeing  done  associated 
with  hog  cholera,  Texas  fever,  cattle  ticks,  and  other  subjects  ? 

Secretary  Houston.  I  can  conceive  that  the  Bureau  of  Animal 
Industry,  through  its  own  officers,  may  have  to  retain  a  very  definite 
control  of  specinc  problems,  but  there  will  be  no  diflSculty  if  a  plan 
should  be  devised  by  the  Department  of  Agriculture  and  the  State 
colleges  for  giving  information  to  the  farmers  and  reaching  them 
more  intimately  on  specific  problems  like  that.  If  the  Bureau  of 
Animal  Industry  has  collected  definite  data  that  it  desires  to  have 
the  farmers  know  concerning  hog  cholera  or  anything  eke  and  it 
should  be  thought  a  wise  plan  to  undertake  to  carry  that  information 
to  the  farmers  through  this  machinery,  it  will  be  done,  but  it  would 
not  be  necessary  to  give  it  the  exclusive  handling  of  that  problem. 

The  Chairman.  Your  idea,  I  think,  is  my  own  in  reference  to  this 
bill,  and  that  is,  that  the  local  man  on  the  ground  is  to  be  the  ma- 
chinery through  which  the  Department  of  i&riculture  and  the  agri- 
cultural colleges  and  experiment  stations  will  make  known  to  the 
farmers  on  the  farms  sucn  information  as  they  think  will  be  valuable 
to  them. 

Secretary  Houston.  Yes,  sir. 

The  Chairman.  If  the  information  happens  to  relate  to  the  subject 
of  hog  cholera,  that  information  will  be  made  known  through  this 
agencv,  or  if  it  happens  to  relate  to  the  matter  of  cotton  grading,  or 
something  of  that  kind,  it  will  be  made  known  in  the  same  way.  If 
the  information  happens  to  relate  to  the  matter  of  marketing  celery 
or  onions,  or  something  of  that  kind,  these  men  will  constitute  the 
agency  through  which  the  Department  of  Agriculture  and  the  colleges 
will  get  their  best  information  to  the  men  on  the  farms.  Is  that  a 
correct  statement  of  it  ? 

Secretary  Houston.  Yes ;  and  this  will  not  interfere  in  the  slightest 
degree  with  those  special  agencies  that  are  tackling  special  problems. 
Of  course,  unless  they  have  information  that  is  worth  white  to  give 
these  other  agencies  can  not  use  it. 

Mr.  Heflin.  In  section  1  there  is  a  proviso — 

That  in  any  State  in  which  two  or  more  such  colleges  have  been  or  hereafter  may 
be  established  the  appropriations  hereinafter  made  to  such  State  shall  be  adminis- 
tered by  such  college  or  colleges  as  the  legislature  of  such  State  may  direct. 
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Secretary  Houston.  That  is  the  usual  provision. 

Mr.  Heflin.  Could  not  the  legislature  of  that  State  direct  that  this 
work  should  be  done  through  the  secretary  of  agriculture  of  that 
State  in  connection  with  the  colleges  ? 

Secretary  Houston.  Under  this  bill,  of  course 

Mr.  Heflin  (interposing).  Do  you  think  it  wise  to  amend  the  bill 
so  that  the  secretaries  of  agriculture  in  the  various  States  could  be  in 
direct  touch  with  you,  so  they  could  cooperate  with  you  ? 

Secretary  Houston.  Personally,  I  think  not.  Of  course,  that  is 
one  element  that  you  are  going  to  near  from.  It  has  been  the  policy 
of  the  Federal  Government  up  to  this  time  to  work  through  the  State 
land-grant  colleges.  They  were  created  originally  for  uiat  specific 
purpose,  and  everything,  so  far  as  I  am  aware,  that  the  Federal  Gov- 
ernment has  undertaken  to  do  for  agriculture  in  the  States  has  been 
done  through  this  agency,  originally  created  for  that  purpose.  They 
are  the  only  agencies  at  present  existing  in  most  of  the  States  that 
have  the  support  or  machinery,  with  the  right  bias  of  mind  and 
attitude,  to  undertake  this  work  efl&cientlj.  Very  many  of  the  State 
departments  of  agriculture  are  not  especially  well  supported.  Their 
omcers  are  not  always  men  of  skill,  a,nd  they  are  frequently  without 
a  continuous  policy. 

Now,  the  State  colleges  ordinarily  have  a  higher  degree  of  stability : 
they  have  manjr  scientists;  they  are  doing  tms  work  in  a  variety  of 
directions,  and  it  seems  to  me,  for  these  reasons  as  well  as  for  the 
reason  that  the  policv  of  the  Federal  Government  has  been  to  work 
through  them,  that  that  plan  ought  to  be  continued.  I  am  aware  of 
the  fact  that  there  are  commissioners  of  agriculture  in  several  States 
who  would  like  to  see  this  bill  so  drawn  as  to  make  the  cooperation 
exclusively  with  them  or  optional  with  the  State,  but  I  beheve,  for 
the  reasons  I  have  indicated,  that  it  would  be  a  mistake.  ^  For  in- 
stance, I  do  not  happen  to  know  anything  about  what  machinery  the 
State  of  Wisconsin  nas,  outside  of  ite  university  where  the  land-grant 
college  is  located,  for  dealing  with  agricultural  problems,  so  that,  as 
you  will  understand  of  course,  I  can  mention  it  without  any  criticism, 
Decause  I  do  not  know  anything  about  it.  But  I  do  know  that  the 
University  of  Wisconsin  has  one  of  the  most  satisfactory  and  scien- 
tific agricultural  establishments  in  the  world  for  discovering  agri- 
cultural information  and  giving  it  to  the  farmer.  Now,  it  seems  to 
me  that  it  would  be  a  waste  for  you  to  go  outside  of  that  institution 
for  cooperative  effort  and  set  up  anotner  agency  that  has  not  the 
facilities  of  the  university.  I  think  these  remarks  will  apply  to 
probably  every  State  in  the  Union. 

The  Chairman.  Are  there  any  other  questions,  gentlemen? 

Mr.  Haugen.  I  understood  Dr.  Galloway  to  say  that  the  depart- 
ment had  imder  consideration  a  plan  that  would  bring  about  greater 
cooperation  in  the  department. 

Secretary  Houston.  It  has. 

Mr.  Hauoen.  I  want  to  call  your  attention  to  the  defect  in  the 
system.  For  instance,  the  Weather  Bureau  has  oxx  appropriation 
for  a  building,  say,  in  San  Francisco. 

Secretary  Houston.  Yes,  sir. 

Mr.  Haugen.  And  it  sends  its  agent  out  there.  The  Forest  Service 
has  another  appropriation  for  a  Duilding  in  the  same  town,  and  it 
sends  its   agent  out  there.    You  have  two  men  traveUng  in  the 
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:same  direction,  in  the  same  temtoiy,  and  domg  the  same  character 
of  work.  In  other  words,  you  have  the  expense  of  two  men  traveling 
and  the  services  of  two  men  in  doing  what  one  man  could  do  at  jost 
one-half  the  expense. 

Secretary  Houston.  I  think  the  instance  you  give  would  be  a  very 

f;ood  one.     A  gentleman  who  is  sent  out  to  locate  and  plan  a  building 
or  forestry  purposes  in  Montana 

Mr.  Haugen  (interposing).  For  oflBce  purposes  in  the  city  of  San 
Francisco,  for  instance. 

Dr.  Galloway.  There  would  not  be  a  building  in  any  city. 

Mr.  Haugen.  Offices. 

Dr.  Galloway.  They  rent  them. 

Secretary  Houston.  I  had  in  mind  a  proposal  to  erect  a  building 
for  the  Weather  Bureau;  that  is,  for  Weather  Bureau  purposes. 
Those  purposes  are  essentially  different  from  those  for  wiiicn  any 
forestry  building  would  be  erected.  I  would  as  soon  send  a  preacher 
to  handle  a  law  case  as  to  send  a  forestry  man  to  plan  or  erect  or 
secure  a  location  for  a  Weather  Bureau  building.  It  so  happens 
that  a  Weather  Bureau  building  is  a  very  difficult  thing  to  locate. 
There  have  to  be  specific  conditions  surrounding  it  that  a  forestry 
man  may  not  be  a  good  man  to  judge  of.  The  truth  of  the  matter 
is  that  tne  most  of  these  things  are  very  specialized,  and  it  does  not 
follow  that  a  man  in  one  department  can  easily  execute  them  for 
another  department. 

So  far,  however,  as  any  duplication  of  work  anywhere  in  the  depart- 
ment is  concerned,  I  would  be  glad  to  discover  it  and  to  put  an  end 
to  it.  As  Dr.  Galloway  has  said,  I  think  there  is  some  lost  motion 
in  the  Department  of  Agriculture  along  the  line  I  suggested  when  I 
was  discussing  the  relation  of  this  office  to  animal  husbandry  and 
plant  industry,  and  we  are  now  considering  a  plan  which  will  elimi- 
nate all  that  lost  motion.  If  there  is  anythmg  further  that  we  can  do 
in  devising  a  plan,  which  we  hope  to  be  able  to  submit  to  the  commit- 
tee, of  course  we  shaU  be  delighted  to  do  so. 

Mr.  Haugen.  I  think  that  is  very  important,  and  I  am  glad  to 
know  it. 

Secretary  Houston.  We  have  in  one  oflGlce  discovered  about  25 
people  who  were  unnecessary. 

Mr.  Haugen.  I  am  glad  to  know  that. 

Secretary  Houston.  And  we  have  taken  steps  to  eliminate  them. 
We  have  discovered  in  another  important  bureau  quite  a  considerable 
number  of  activities  that  were  really  undersirable,  and  we  have  under- 
taken to  eliminate  them,  and  I  hope,  as  we  go  forward,  that  we  shall 
be  able  to  eliminate  everything  that  is  undesirable. 

The  Chairman.  Those  are  matters  which  will  be  brought  before  the 
committee  when  the  regular  bill  is  under  consideration  f 

Secretary  Houston.  Yes,  sir. 

Mr.  Heflin.  It  strikes  me  that  the  secretaries  of  agriculture  in  the 
Tarious  States  should  in  some  way  be  associated  with  this  work, 
either  as  members  of  an  advisory  board  or  in  some  way;  that  could  be 
done  by  an  act  of  the  legislature. 

Secretary  Houston.  That  should  be  done  by  the  States. 

Mr.  Heflin.  There  is  nothing  in  tlus  bill  which  would  prevent 
that? 
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Secretary  Houston.  No,  sir.  There  are  several  very  unfortunate 
situations  in  our  States.  One  is  that  the  different  State  institutions 
are  fighting  one  another  and  are  jealous  of  one  another,  thinking  more 
of  institutional  advancement  than  the  people. 

Mr.  Young.  That  is  very  largely  true  in  Texas. 

Secretary  Houston.  Yes;  and  in  other  States.  The  same  thing 
happens  in  the  State  departments  of  agriculture,  and  each  one  wants . 
to  convince  the  people  tnat  he  is  doing  the  job.  If  any  way  could  be 
discovered  by  which  the  agricultural  machinery  of  the  States  could 
be  coordinated,  as  we  are  trying  to  coordinate  ours  with  theirs,  then 
you  would  work  a  revolution,  but  that  is  a  State  job. 

Mr.  Sloan.  I  note  that  a  large  amount  of  this  appropriation  will  ^ 
be  used  in  paying  the  salaries  of  demonstrators,  probably.  Do  I 
understand  that  in  the  matter  of  the  salaries  of  these  demonstrators 
and  in  directing  them  the  General  Government  retains  the  same 
amount  of  authority  coordinate  and  coequal  with  the  State,  or  is 
that  surrendered  to  the  State  ? 

Secretary  Houston.  Practically  to  the  State.  i/ 

Mr.  Sloan.  The  reason  I  asked  that  question  is  this:  By  surrender- 
ing to  the  State  the  appointees  will  be  probably  almost  exclusively 
from  the  State,  and  is  it  not  true  that  some  of  the  most  valuable 
demonstrators  are  men  who  are  taken  from  another  State,  with  a 
different  point  of  view,  that  they  may;  in  the  new  situation  bring 
that  whicn  is  best  from  the  State,  and  if  the  Government  retains  at 
least  a  part  of  the  say  in  who  should  be  the  demonstrators  would 
you  not  ffet  generally  a  better  result  ?  For  instance,  we  think  a  great 
deal  of  the  people  oi  our  State  and  that  our  demonstrators  would  be 
efficient,  but  I  have  no  doubt  that  by  bringing  a  man  from  Texas, 
Wisconsin,  or  another  State  where  there  had  been  special  conditions, 
or  where  the  industry  had  been  developed  to  a  higher  degree  than 
in  our  State,  better  results  would  be  obtained. 

Secretary  Houston.  I  think  there  are  two  things  which  must  be 
borne  in  mind.  Of  course,  you  reahze  that  this  is  exactly  the  same 
situation  with  respect  to  the  other  Federal  appropriation  for  experi- 
ment station  work  where,  in  some  States,  tne  colleges  select  tnose 
officials.  So  it  is  in  the  college  work  for  which  the  Federal  Govern- 
ment makes  an  appropriation.  On  the  whole,  considering  the  mate- 
rial available  in  this  country  and  the  salaries  that  they  pay,  I  suppose 
that  the  colleges  make  about  as  wise  selections  as  could  be  made. 

As  to  your  second  point  of  getting  a  man  who  has  had  experience 
elsewhere.  I  think  these  genflemen  will  bear  me  out  as  to  the  diffi- 
culty we  encounter  in  getting  men,  and  the  work  of  many  other 
institutions  is  undoubtedly  hampered  by  constantly  seeking  men 
and  having  to  get  them  from  the  outside.  I  do  not  think  that  the 
colleges  are  suffering  from  a  lack  of  new  blood  or  from  a  lack  of  men 
who  nave  had  experience  elsewhere.  Whether  or  not  it  would  be 
desirable  to  incorporate  a  provision  of  that  kind,  L  am  not  prepared 
at  this  tune  to  say,  but  let  us  try  to  get  into  our  minds  that  we  are 
suggesting  nothing  new  when  we  are  dep3nding  upon  the  States  to 
sefect  the  local  machinery.  By  the  advance  made  in  this  bill  we  are 
coordinating  the  machinery,  and  the  Federal  Government  will  have 
a  fuller  opportunity  to  consult  with  the  States  about  the  plans  and 
machinery  than  heretofore. 
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It  would  be  inconceivable  to  me,  if  President  Thompson  were  dis- 
cussing these  plans,  that  he  should  not  want  all  the  information  we 
have  about  men  who  can  do  this  work,  and  it  is  inconceivable  to  me 
that  I  should  not  feel  free  to  suggest  to  President  Thompson  any 
man  that  I  happen  to  know;  and  1  think  that  we  shall  be  brought 
into  a  position  of  consulting  about  these  matters  instead  of  one  of 
apparent  hostility.  There  has  been  some  little  friction,  but  I  think 
it  nas  grown  mamly  out  of  the  fact  that  there  has  been  no  definite 
putting  of  heads  together  all  along  the  line. 

Mr.  Heflin.  If  "we  could  get  the  secretaries  of  agriculture  in  the 
States  interested  in  it  and  on  the  board  in  some  official  way,  it  would 
work  out  to  great  advantage. 

Mr.  Reilly.  There  is  no  secretary  of  agriculture  in  some  States. 

Mr.  Heflin.  They  call  them  commissioners. 

Mr.  Reilly.  In  our  State  it  is  entirely  under  the  board  of  regents 
of  the  university  and  the  dean  of  the  university. 

Mr.  Heflin.  Do  they  not  call  them  commissioners  ? 

Mr.  Reilly.  No,  sir;  most  of  our  Western  States  have  agricul- 
tural colleges. 

Secretary  Houston.  That  is  a  matter  for  the  State  legislature. 

Mr.  Reilly.  In  Wisconsin  every  year  they  have  one  week  for  the 
farmers  of  the  State,  and  they  gather  at  the  capital  in  thousands, 
where  for  one  week  they  go  through  the  different  lines  of  progres- 
sive farming,  as  they  call  it.  Then,  they  have  a  series  of  farm  insti- 
tutes;  where  they  send  out  specialists  to  instruct  in  methods  of  soil 
culture,  animal  culture,  and  methods  concerning  the  best  ways  that 
have  been  discovered  at  the  Wisconsin  experiment  station.  Then, 
they  issue  an  extensive  line  of  bulletins,  as  the  Agricultural  Depart- 
ment does  here.    Those  are  distributed  all  over  the  State. 

Secretary  Houston.  If  I  may  be  permitted  a  suggestion,  I  would 
limit  the  State  boards  of  agriculture  to  administrative  work  and 
give  the  educational  work  to  the  colleges.  I  think  the  trouble  is 
that  in  many  of  the  States  the  State  departments  of  agriculture 
are  not  equipped  to  do  educational  work.  They  are  trying  to  do  it 
and  are  conflicting  with  the  colleges  and  competing  with  the  col- 
leges. I  should  make  the  commissioners  or  agriculture  adminis- 
trative, and  I  should  give  the  educational  work  to  the  colleges.  I 
shall  be  glad  to  answer  any  questions. 

The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Secretary. 

I  Mvill  now  ask  Mr.  Holder  to  make  a  brief  statement. 

STATEMENT  OF  HB.  ASTHUB  E.  HOLDER. 

Mr.  Holder.  Mr.  Chairman  and  gentlemen  of  the  committee,  I 
represent  the  American  Federation  of  Labor,  as  its  legislative  com- 
mittee, and  I  feel  that  it  is  only  proper  that  I  should  be  here  to-day 
to  make  an  expression  concerning  the  attitude  of  the  members  of  our 
organization  toward  this  subject. 

1  think  it  is  generally  known  that  for  several  Congresses  we  have 
favored  the  older  plan  or  the  former  plan  of  connecting  this  subject 
with  the  industrial-trade  training  that  was  incorporated  in  the  old 
Dolliver-Davis  bill  and  afterwards  in  the  Page-Wilson  bill,  which  has 
been  argued  before  this  committee  twice  and  before  the  Senate  Com- 
mittee on  Agriculture  several  times.    However,  I  am  commissioned 
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to  sav  for  the  executive  council  of  the  American  Federation  of  Labor, 
which  is  now  in  session^  that  it  realizes  the  importance  of  the  general 
principles  contained  in  this  feature  of  the  Lever  bill,  which  was  a  part 
of  the  former  bill  advocated  and  urged  by  our  organization,  if  we 
can  not  get  all  we  want  in  one  bill,  we  are  perfectly  willing  to  assist 
and  cooperate  with  the  committee  wherever  we  can  and  with  the 
agencies,  educational  and  administrative,  to  do  something  in  behalf 
of  the  general  principles  contained  in  the  Lever  bill.  I  think,  Mr. 
Chairman,  that  is  all  it  is  necessary  for  me  to  say  at  this  time,  and  I 
thank  the  committee. 

The  Chattiman.  We  are  very  much  obliged  to  you,  Mr.  Holder;  and 
I  assure  you  that  the  committee  appreciates  your  coming. 

We  shall  now  be  pleased  to  hear  from  President  Thompson,  of  the 
University  of  Ohio. 

STATEMEVT  OF  DB.  W.  0.  THOMPSON.' 

Dr.  Thompson.  Mr.  Chairman  and  gentlemen  of  the  committee,  I 
have  appeared  before  you  so  often  that  I  shall  be  very  brief.  I  regret 
that  the  gentleman  who  has  iust  finished  making  Ms  statement  nas 
left  the  room,  because  I  shoula  have  Uked  to  say  to  him  that  the  asso- 
ciation of  agricultural  colleges  in  the  States  certainly  favor  the  bill 
and  the  principle  of  vocational  training.  There  is  no  antagonism  to 
that  principle  m  this  bill,  and  that  is  one  consideration  of  me  bill;  it 
having  other  features. 

This  bill  has  been  so  illuminatingly  discussed  this  morning  that  I 
have  the  necessity  of  saying  very  little.  This  extension  work  is  essen- 
tially teaching  work.  We  have  been  teaching  by  one  method  and 
another  in  our  industries.  We  are  teaching  largely  by  the  laboratory 
method — that  is,  by  demonstrating  to  the  pupil  or  the  student  the 
thing  that  we  are  trying  to  teach.  For  60  years  we  have  been  going 
on  in  tJiese  colleges  teaching  by  demonstration  in  our  laboratories  and 
by  other  methods.  Now  we  are  proposing  to  go  out  to  the  people 
with  the  school  and  teach  by  such  methods  as  are  practicable,  chiefly 
the  demonstration  method.  Pardon  an  intimate  reference,  but  we 
are  discussing  the  question  of  projects,  and  this  year  one  of  our  men 
in  Ohio,  after  consulting  with  the  president  and  the  superintendent 
of  the  agricultural  stations,  proposed  to  spend  his  vacation,  or  about 
60  days  of  it,  on  the  farms  of  Onio. 

Accordingly,  we  got  up  a  schedule,  and  we  sent  around,  over  north- 
western Omo  chiefly,  the  information  that  this  gentleman  would 
appear  in  certain  communities  at  certain  times,  according  to  the 
schedule,  while  the  crops  were  just  harvested  and  some  were  still 
growing,  and  discuss  the  condition  of  the  crops  in  that  part  of  Ohio. 
The  result  was  that  from  30  to  50  farmers  gathered  together  in  a 
community  and  went  out  over  the  farms  within  an  area,  examined  the 
soil  on  the  farms,  investigated  the  condition  of  the  growing  crops, 
and  would  come  back  to  the  bam  or  possibly  under  the  shade  of  some 
tree  and  spend  two  or  three  or  four  hours  in  discussing  the  condition 
of  the  crop,  why  the  condition  was  such  as  it  was,  etc.  The  reports 
are  now  to  the  effect  that  this  has  brought  to  those  farmers  more  infor- 
mation of  a  desirable  sort  than  any  farmers'  institute,  because  they 
were  able  to  discuss  the  growing  crops  right  on  the  ground.  'We  paid 
for  that  out  of  the  extension  funds  of  the  State  of  Ohio.    We  never 
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had  such  a  thing  before.  Probably  we  shall  do  something  similar 
a^ain.  That  is  a  distinct  project;  we  have  never  attempted  it  before. 
Tnat  is  teaching  by  a  new  method;  that  is  all.  It  is  teaching  dif- 
ferently from  the  institute  or  in  the  classroom  or  anywhere  else,  but 
it  is  done  by  our  professor,  who  himself  had  a  most  delightful  expe- 
rience and  who  came  in  brown  as  a  berry  and  in  fine  shape  for  the 
fall  work,  having  seen  perhaps  2,000  different  farmers  in  the  60  days. 
That  result  we  regard  as  legitimate  extension  work  and  as  essentially 
teaching  work,  and  the  essential  feature  of  this  is  cooperation  between 
the  Secretary  of  Agriculture  and  the  States. 

There  is  only  one  thing  that  I  have  in  mind,  and  that  is  the  tenta- 
tive agreement  entered  into  by  the  colleges  with  the  department  last 
spring,  which  has  been  cordially  received  in  every  part  of  the  Union 
and  wiU  be  a  matter  of  discussion  and  consideration  at  the  meeting 
here  in  Washington  next  November,  and  that  is  with  reference  to  the 
investment  that  the  Federal  Government  has  been  making  for  50 
years  in  these  agricultural  colleges.  It  looks  to  us  as  if  we  should 
get  closer  together,  with  a  better  organization,  a  more  efficient  ex- 
penditure of  money,  and  a  better  understandine  than  ever  before. 
These  colleges  and  stations  are  the  places  where  Qie  Federal  Govern- 
ment has  been  pouring  in  money — for  50  years  in  the  colleges  and  25 
years  in  the  stations.  One  feature  of  this  bill  is  that  $10,000  a  year 
shall  be  apportioned  to  a  State,  but  if  the  State  does  not  react  it  can 
not  have  any  additional  expenditure.  That  reaction  is  the  most  es- 
sential thin^  we  need  in  agricultural  college  life  to- day.  There  are 
just  three  things  which  we  do.  We  start  with  the  proposition  to 
discover  a^cultural  knowledge  or  science  and  imdertake  to  teach  it 
to  the  limited  number  who  are  available  in  the  agricultural  schools 
and  colleges. 

Now,  we  are  going  to  the  farmers'  institutes  and  other  agencies, 
but  our  practical  difficulty  is  to  get  the  reaction  of  the  individual 
farmer,  tne  thing  that  ouffht  to  be  done.  The  director  of  stations  in 
Ohio  has  stated  that  within  five  years  the  agricultural  produce  of 
Ohio  could  be  doubled  if  the  farmers  of  the  State  would  do  what  the 
experiment  station  says  and  has  demonstrated  can  be  done.  Now, 
the  practical  problem  is  to  get  to  every  farmer  and  have  him  under- 
stand that  that  thing  can  be  done  and  get  him  to  react.  The  Federal 
Government  is  trying  to  get  reaction  from  the  States  by  saving,  **  We 
will  give  you  $1,000  if  you  will  give  $1,000;  we  will  go  half  way  with 

?''ou  on  this  project,  and  if  you  will  furnish  the  other  half  we  will 
urnish  the  first  half." 

The  Federal  control  of  its  own  money  is  an  essential  problem  and  a 
very  practical  situation.  If  any  criticism  could  be  made  of  Federal 
expenditures  for  50  years  in  the  colleges  and  stations,  I  should  say 
that  it  could  be  directed  against  the  lack  of  careful  supervision  of  the 
expenditure  of  its  money.  It  has  been  called  a  post  mortem  or  audit, 
and  the  Nelson  amendment  of  1907  proceeded  to  say  that  this  money 
should  be  used  in  a  certain  way,  and  the  second  Morrill  Act  proceeded 
to  say  that  the  money  should  be  expended  in  a  certain  way.  Those 
acts  grews  out  of  the  fact  that  there  was  a  feeling  of  the  careless 
expenditure  of  money. 

Now  comes  along  the  extension  field,  which  admittedly  is  the  largest 
area,  and  therefore  the  least  subject  to  supervision,  in  which  it  is  pro- 
posed that  before  the  money  is  expended  the  Department  of  Agricul- 


AGKICULTURAL  EXTENSION.  815 

ture,  representing  the  Federal  Government,  and  these  colleges,  repre- 
senting the  State  governments,  shall  get  together  in  a  friendly  council 
and  lay  out  the  projects,  and  provide,  as  Far  as  human  agencies  can 
provide,  for  the  wise,  economical,  and  efficient  expenditure  of  this 
money.  Gentlemen,  it  seems  to  me  that  that  feature  of  the  bill  is  the 
wisest  featiure  of  the  whole  matter  and  ought  to  commend  itself  to 
State  and  Federal  agencies  alike  And  so,  speaking  for  the  Associ- 
ation of  Agricultural  Colleges,  I  should  say  without  hesitation  that 
that  is  a  very  desirable  and  wise  feature  Now,  my  friend  Mr.  Haugen 
has  said  something  about  State  rights.  The  curious  thing  is  that  the 
advocate  of  State  rights  is  now  in  the  North,  whereas  he  used  to  be  in 
the  South,  and  that  is  exactly  the  thing  I  think  this  bill  provides  for. 
For  example,  why  should  we  m  the  State  of  Ohio  object  to  the  Federal 
Government  expending  its  own  money  in  a  wajr  it  can  approve  ?  I  do 
not  see  that  we  as  a  State  should  make  an  objection  to  that.  Now, 
this  bill  does  not  anticipate  that  the  States  shall  not  have  the  liberty 
to  determine  what  shall  be  done  in  any  line  m  which  the  States  may 
be  interested. 
Mr.  Haugen.  The  bill  provides — 

That  no  payment  out  of  the  additional  appropriations  herein  provided  shall  be 
made  in  any  year  to  any  State  until  an  equal  sum*  nas  been  appropriated  for  that  year 
by  the  legidature  of  such  State. 

Dr.  Thompson.  Yes;  but  the  bill  does  not  provide  for  all  of  the 
things  that  may  be  done  by  the  States.  In  that  connection  I  want 
to  make  some  reference  to  the  matter  of  hog  cholera.  In  the  State 
of  Ohio  we  are  making  a  test  in  Fayette  County.  After  due  dehb- 
eration  a  special  appropriation  has  been  made  for  Fayette  County 
in  order  to  test  whether  hog  cholera  can  be  eliminated  from  that 
countj  or  not.  That  coimty  was  a^eed  upon  because  it  represented 
a  variety  of  conditions  in  Ohio  and  it  was  thought  that  if  we  could 
eliminate  hog  cholera  from  Fayette  County  we  might  free  the  whole 
State.  We  centralized  that  problem  in  one  county.  We  have  oiu* 
hog  serum  farm  in  Franklin  Uounty,  but  we  are  making  the  test  in 
Fayette  County,  and  that  does  not  mterfere  with  what  we  have  been 
domg  in  agricultural  extension  work  all  over  the  State,  but  it  local- 
ized that  one  specific  problem  in  Fayette  County  and  the  whole 
State  of  Ohio  will  be  interested  in  the  next  few  years — because  hog 
cholera  can  not  be  eliminated  in  30  days  and  perhaps  not  in  30 
months — ^in  seeing  what  is  done  in  that  county  with  tnat  problem. 
Now,  I  understand  that  this  proposition  does  in  no  way  interfere 
with  a  State's  ri^ht  to  ^o  ahectd  and  do  anything  it  wants  to  do  in 
addition  to  anything  which  might  be  considered  a  large  problem  and 
of  great  importance  to  the  State. 

The  States  may  have  some  local  needs  that  do  not  apply  generally 
to  all  of  the  States,  and,  for  example,  I  will  refer  to  the  State  of  Ohio. 
We  reach  from  the  Lakes  to  the  Ohio  River.  Up  on  the  Lakes  we 
have  peaches,  grapes,  and  a  good  deal  of  fruit,  where  we  are  pro- 
tected^ by  the  Lakes;  in  the  central  portion  of  Ohio  frost  is  a  very 
unwelcome  visitor  at  very  inopportune  times,  and  along  the  river 
the  farms  are  protected  bv  the  nills.  Necessarily  there  are  certain 
problems  to  be  consideredf  for  each  division,  and,  as  I  say,  in  the 
otate  of  Ohio  there  are  three  distinct  problems  to  be  considered. 
You  will  find  that  the  same  thing  is  true  in  Michigan  and  in  other 
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States  of  the  Union.  Now,  the  study  of  those  problems  through  the 
colleges  and  stations  and  the  development  of  this  work  through  a 
series  of  years  in  Cooperation  with  the  Federal  Government  seems  to 
me  to  open  up  the  largest  possibiUty  of  usefulness  of  any  field  of 
endeavor  into  which  we  have  gone  m  this  general  way. 

Now,  something  was  said  a  little  while  ago  about  good  men,  to  which 
the  Secretary  of  Agriculture  made  a  very  adaquate  replv,  but  he  will 
pardon  me,  I  know,  for  giving  a  bttle  experience  supplementing  his 
reply.  In  this  extension  worK  we  have  a  staff  varying  from  15  to  20 
on  full  time  and  then  people  that  we  employ  for  portions  of  the  year 
as  seems  to  be  wise.  We  have  made  contributions  from  our  workers 
to  West  Virginia,  to  Kansas,  to  Wisconsin,  to  Iowa,  and  Indiana,  and 
these  are,  in  a  sense,  like  taxes,  enforced  contributions.  We  did  not 
want  to  send  them,  but  we  had  to  do  so  because  they  came  up  with 
the  money  and  we  felt,  we  could  not  very  well  resist.  Now,  we  have 
drawn  our  workers  from  other  States  simply  because  it  was  desirable 
to  do  so.  I  beUeve  that  the  outworking  of  that  plan  through  the 
years  and  through  the  different  associations,  especially  the  Association 
of  Agricultural  Colleges,  will  lead  us  to  a  distribution  of  men  and  of 
women  who  will  increase  the  efficiency  of  this  work. 

I  have  spoken  before  this  committee  as  to  the  merits  of  agricul- 
tural extension  two  or  three  times;  I  have  been  before  Congress  now 
for  half  a  dozen  years  until  my  voice  has  got  to  be  '*  as  souncung  brass 
or  a  tinkling  cymbal,'^  and  I  ao  not  want  to  speak  too  much.  I  only 
desire  this  morning  to  say  that  I  believe  the  Association  of  Agricul- 
tural Colleges  wiD,  when  it  meets  in  November,  cordially  and  warinlv 
indorse  this  bill  for  passage.  I  have  had  some  correspondence  with 
members  of  the  executive  committee  and  regret  that  they  are  not  able 
to  be  here.  However,  I  know  the  sentiment  of  the  committee,  and  I 
beUeve  I  speak  for  the  association  when  I  say  most  heartily  we  shall 
be  glad  to  see  this  bill  reported.  That  does  not  mean  that  these 
little  details  of  expression  might  not  be  amended.  For  example, 
Dean  Russell  is  not  quite  sure  that  this  provision  that  the  governor 
shall  approve  in  the  absence  of  the  legislature  is  quite  as  clear  as 
it  might  be;  I  am  not  sure  it  is  or  is  not,  but  that  is  a  matter  of  unim- 
portant detail.  I  do  not  care  to  speak  about  those  little  features, 
but  I  do  say  that  the  essence  of  the  bill,  the  distinguishing  and  charac- 
teristic features  of  this  bill  are  such  as  ought  to  be  cordially  approved, 
in  my  judgment,  and  unless  there  are  questions  to  be  asked,  I  will 
thank  the  committee  for  its  kind  attention. 

Secretary  Houston.  I  would  like  to  ask  Dr.  Thompson  w;hat  he 
would  have  to  say  on  this:  I  have  heard  a  good  many  criticisms  of 
this  kind,  that  li  you  get  money  from  the  Federal  Treasury  for 
various  enterprises  there  is  no  stepping  place,  and  that  they  will 
bankrupt  us.  Is  it  not  true  that  this  bill  as  drawn  provides  an 
automatic  check  on  that,  first,  that  it  places  a  limit  in  tna  bill,  and, 
second,  that  it  requires  tne  States  to  contribute,  and  is  not  that  an 
adequate  safeguard  in  that  respect  ? 

Dr.  Thompson.  About  that  question  there  are  two  things  to  be 
said.  There  is  no  limit  to  the  amount  of  work  that  mekj  be  done 
80  far  as  we  now  know  it.    Any  man  who  wants  to  engage  in  helpful 

{)hilanthropic  or  educational  work  will  find  there  is  practically  no 
imit,  but  so  far  as  aid  from  the  Federal  Government  is  concerned 
there  is  a  practical  limit,  and  this  bill,  I  think,  provides  that  the 
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Federal  Grovermnent's  work  shall  be  limited.  Now,  there  are  three 
distinct  thin^  that  we  are  proposing  for  the  Federal  Government 
to  do.  One  is  agricultural  teachmg,  and  we  have  apparently  reached 
the  limit  on  that;  another  is  the  experiment  station,  and  we  have 
reached  a  practical  limit  on  that  through  the  Hatch  and  Adams  Acts; 
and  the  third  is  this  extension  work,  for  which  this  bill  provides  a 
limit.  Of  course  if  10,  15,  or  20  years  from  now  the  Umted  States 
feels  that  these  colleges  should  be  further  endowed/these  experiment 
stations  further  endowed,  or  that  this  extension  work  should  be 
added  to,  that  could  easilv  be  done,  because  there  would  be  no 
law  against  it;   that  would  oe  within  the  discretion  of  Congress. 

These  three  things  now  present  their  natural  limitations,  and  these 
limitations  represent,  so  far  as  we  can  see,  the  judgment  of  the  coop- 
erating agencies  of  the  States  and  Federal  Government;  but  there  is 
no  doubt  about  these  things  being  indefinitely  extended  if  it  should 
be  thought  wise,  because  Congress  always  has  that  power  and  the 
States  always  have  that  power.  I  do  not  believe  that  Congress 
would  wish  to  limit  the  cooperation  of  the  States  with  the  Federal 
Government,  and  in  this  particular  work  that  is  vital  and  funda- 
mental. If  in  that  cooperation  we  shall  demonstrate  that  the  work 
should  be  extended,  sufficient  funds  will  be  given  for  that  purpose; 
and  if  it  should  be  demonstrated  in  the  experience  of  the  years  that 
we  ought  to  double  our  energies,  of  course  that  is  a  matter  for  the 
future  to  take  care  of;  but  it  will  not  present  itself  in  the  life  of  the 
present  generation,  in  my  judgment. 

The  Chaikman.  If  there  are  no  further  questions  to  be  asked,  we 
are  very  much  obliged  to  you.  Dr.  Thompson.  Have  you  any  wit- 
nesses you  desire  to  present  to  the  committee? 

Dr.  THOMPSON.  No,  sir;  the  president  of  the  association  is  here, 
but  he  says  he  can  not  speak  of  this  because  he  is  not  prepared.  I 
told  him  I  was  not  prepared,  but  that  I  had  to  speak,  and  he  says  he 
does  not  have  to. 

The  Chairman.  We  would  be  very  glad  to  hear  from  him. 

STATEHEVT  OF  HB.  E.  H.  JElSTEIirS,  OF  VEW  HAVEV,  CONH., 
DIBECTOB  OF  THE  COSrV EGTICTJT  EXPEBIHENT  STATIOH. 

Mr.  Jenkins.  I  think  I  have  nothing  to  add  to  what  has  already  been 
said  by  the  representative  of  the  association.  However,  I  will  refer  to 
one  question  which  was  raised,  namely,  as  to  the  direction  exercised 
by  the  Department  of  Agriculture  in  this  extension  work.  A  great 
deal,  of  course,  will  depend  on  the  judgment  and  sense  of  the  man 
who  is  appointed  director,  but  if  the  relations  shall  be  as  pleasant 
with  him  as  they  have  been  with  the  Office  of  Experiment  Stations, 
which  especially  has  the  direction  of  the  station  work  under  the 
Adams  fund,  certainly  it  will  leave  nothing  to  be  desired.  The  Office 
of  Experiment  Stations  requires '  from  each  agricultural  station 
every  year,  in  advance  of  the  work  done,  a  statement  of  the  projects 
which  they  will  undertake,  and  I  can  testify  that  that  has  added 
greatly  to  the  efficiency  and  value  of  the  station  work,  and  I  think 
that  this  direction  of  the  extension  work  by  the  Department  of 
Agriculture  will  work  equally  well.  I  do  not  think  that  I  have 
anything  more  to  say. 


818  AGBIOULTURAL  EXTENSION. 

The  Chaebman.  I  wish  to  ask  the  consent  of  the  committee  to 
publish  as  a  part  of  these  hearings  an  article  by  Mr.  Forrest  Crissey 
in  the  Saturday  Evening  Post  a  few  weeks  ago,  which,  while  not 
entirely  in  line  with  this  proposition,  is  at  the  same  time,  I  think^ 
illuminating,  and  if  the  committee  has  no  objection  I  will  make  it  a 
part  of  the  hearings. 

(Said  article  follows:) 

Tramp  Teachers. 

(By  Forrest  Crisoey.] 
HOW  THE   KAISER  TRAINS  HIS  FUTURE  FARMERS. 

The  county  demonstrator  is  fast  beconiing  a  bi^  figure  in  American  farming.  Under 
the  activities  of  the  Office  of  Farm  Demonstration,  operated  b]^  the  United  States 
Department  of  Agriculture,  the  itinerant  teacher  of  better  farming  methods  has  for 
years  followed  the  highways  of  the  South  and  wrought  a  peaceful  revolution  in  the 
crop  systems  of  the  cotton  country.  In  the  North,  however,  the  wanderins;  farm 
teacher  is  still  something  of  a  novelty,  and  there  remain  plenty  of  tillers  of  tne  soil 
who  r^ard  him  as  a  new-fangled  intruder  of  doubtful  antecedents. 

By  the  old-school  farmers  he  is  generously  suspected  of  beinc  a  good  man  at  making  a 
fat  job  for  himself-— a  job  compounded  of  equal  parts  of  collide  theory  and  the  gift 
of  gab.  But  the  burden  of  the  indictment  against  the  travelu^  instructor  is  that  he 
is  a  novelty  and  lacks  the  background  of  solid  and  established  tradition.  In  spite 
of  his  lai^e  profession  of  democracy,  no  man  in  America  has  a  more  tenacious  respect 
for  tradition  than  the  farmer  who  is  still  tilling  the  land  according  to  the  rules  by 
which  his  ^ndfather  raised  crops. 

This  attitude  of  the  older  farmers  toward  the  traveling  teacher  of  agriculture  is  not 
a  trivial  matter  in  its  relation  to  the  immediate  future  of  better  faiming  in  America, 
for  the  farmers  of  this  class  still  hold  the  title  deeds  to  most  of  the  farm  lands  under 
cultivation.  This  fact  should  never  be  forgotten  by  the  man  who  hopes  to  '*do  some- 
thing for  the  American  fanner." 

It  is  well,  then,  to  ask:  Has  the  county  demonstrator,  the  traveling  teacher  of 
agriculture,  anything  behind  him  in  the  shape  of  solid  tradition  and  convincing 
precedent  that  the  man  who  clings  to  old  traditions  and  the  established  order  of 
things  is  bound  to  respect?  Have  they  tried  this  thing  out  in  anjr  country  of  the  Old 
World  where  all  thin^  are  done  thoroughly  and  where  it  is  a  virtue  to  make  haste 
slowly?  Is  the  traveling  teacher  of  farm  methods  the  rank  innovation  that  he  seems, 
or  is  he,  perchance^  an  Americanized  adaptation  of  an  Old-World  institution  that 
has  been  developed  m  the  practical  wav  that  the  older  nations  have  of  testing  methods 
before  giving  them  the  seal  of  approval? 

The  traveling  teacher  of  larmmg  is  an  Old- World  institution.  Along  with  many 
of  the  most  serviceable  things  used  in  this  country  he  should  bear  the  trade-mark, 
''Made  in  Germany."  He  is  the  product  of  one  of  the  oldest  and  most  conservative 
countries  of  Europe — and  one  of  the  most  scientific  and  efficient,  too. 

Not  long  ago  Mr.  Edwin  G.  Cooley  returned  from  two  years  of  investigation  in 
Germany,  where  he  was  sent  as  the  educational  industrial  commissioner  of  the  Com- 
mercial Club  of  Chicago. 

"The  farm  demonstrator,"  declares  Mr.  Cooley,  "is  so  new  in  America  that  he  is 
good  for  a  first-page  story  in  almost  any  metropolitan  newspaper  having  a  country 
circulation.  In  the  Empire  of  the  Kaiser  he  is  an  old  story — a  tried  and  tested  cog  in  the 
great  educational  machine  of  a  country  that  leads  the  world  in  educational  meuiods." 

WHAT  GERMAN  FARM  BOTS  STUDY. 

"Here  a  large  proportion  of  our  farmers — those  who  cling  to  the  ancient  traditions 
and  the  time-honored  methods — look  upon  the  county  demonstrator  as  an  intruder, 
an  educational  interloper,  a  half-baked  and  rather  expensive  experiment.  Over 
there  the  traveling  teacher  is  an  established  part  of  the  rural  landscape,  as  firmly  rooted 
and  familiar  as  a  field  of  red  cabbages.  If  you  hit  the  country  roads  at  the  right  season 
of  the  year  in  Prussia  you  are  as  certain  to  encounter  one  of  these  tramping  teachers  of 
farming  as  you  are  to  meet  the  omnipresent  military  officer  in  the  town.  The  Wander- 
lehrer  is  no  experiment  there.  His  status  is  settled  and  his  value  in  the  great  educa- 
tional scheme  of  the  Empire  is  fixed  and  permanent.    He  is  there  because  the  far- 
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sighted  men  who  worked  out  that  remarkable  and  marvelouely  complete  educational 
pfiin  saw  that  he  was  needed  to  discharge  an  educational  function  that  no  other  kind 
of  teacher  could  discharge. 

"When  the  great  thinkers  of  Germany  recognized,  a  few  years  ago,  that  their  natural 
material  resources  were  limited  and  that  the  greatest  resource  of  the  Emp^'re  lay  in  the 
potential  skill  of  its  workers,  and  that  this  resource  must  be  developed  to  the  highest 
possible  point  if  Germany  was  to  hold  her  own  in  the  ^[reat  competitive  struggle  of 
nations,  the  farming  industry  came  in  for  just  as  searcmng  an  analysis  as  any  other 
industry*-  then  operating  in  the  Kaiser's  domain. 

"The  lowest  unit  in  the  educational  system  for  the  German  farmer,  m  it  was  at  first 
planned «  was  the  winter  village  school.  Later  the  great  minds  that  were  planning 
this  comprehensive  scheme  of  vocational  training  came  up  against  th^  fact  tnat  fully 
70  per  cent  of  the  children  of  Prussian  farmers  were  practically  debarred  from  attending 
any  of  the  higher  agricultural  schools  and  that  they  could  attend  the  agricultural  school 
in  the  village  only  during  the  winter  months,  because  their  labor  was  essential  to  the 
farm  from  the  time  the  ground  was  prepared  for  planting  until  the  harvest  was  finished. 
It  was  then  that  the  creators  of  the  German  educational  svstem  added  another  unit  to 
their  plan — ^that  of  the  Wanderlehrer. 

"Of  all  the  teachers  on  earth  the  Wanderlehrer  is  undoubtedly  tightest  to  his  job. 
In  the  winter  months,  in  the  village  school,  he  lays  the  foundation  of  his  farm  instruc- 
tion so  far  as  its  theory  is  concerned.  But  the  moment  the  cropping  season  starts  this 
school  is  dissolved,  the  children  ^o  to  the  fields,  and  the  Wanderlehrer  'hits  the  pike' 
with  a  few  personal  belonj^ngs  in  a  bundle  on  his  shoulder.  Before  following  the 
tramp  teacher  on  his  rounds  from  farm  to  farm  it  is  well  to  know  the  ground  that  he 
has  been  covering  with  his  pupils  in  the  winter  season.  Here  is  the  course  of  study 
followed  in  almost  300  winter  agricultural  schools  in  Germany: 

"1.  Cultivation  of  the  ground,  general  field  and  plant  culture,  theory  of  fertilization 
for  special  plants. 

"2.  Teaching  of  the  breeding,  feeding,  and  handling  of  domestic  animals. 

"3.  Zoology  and  veterinary  science. 

"4.  General  business  instruction. 

"5.  Agricultural  chemistry. 

"6.  Physics. 

"7.  Plant  culture. 

"  8.  Introduction  to  the  forms  of  business  correspondence. 

"9.  Theory  of  the  principles  of  farm  management. 

"10.  Agricultural  bookkeeping. 

"11.  German  language. 

"12.  Arithmetic. 

"13.  Geometry,  surveying,  and  drawing. 

"14.  Fire  brigades. 

"All  of  the  teachers  and  a  large  percentage  of  the  asastants  are  graduates  of  the 
higher  educational  instittitions.  Each  is  really  an  expert  in  his  agricultural  specialty. 
The  farm  boy  who  spends  the  winter  under  the  kind  of  drilling  to  which  he  is  subjected 
in  one  of  these  schools  carries  back  to  the  farm  with  him  in  the  spring  a  grounding 
in  the  fundamental  theory  of  agriculture  that  would  undoubtedly  do  credit  to  a  stu- 
dent in  any  agricutural  high  school  in  America. 

"Gein^  to  school  in  Germany  is  not  an  indoor  pastime  or  a  aide  line  to  the  business 
of  athletic  sports.  In  these  winter  schools  the  work  Is  alive  with  a  fine  earnestness, 
a  splendid  enthusiasm  on  the  part  of  both  pupil  and  teacher,  and  to  spend  a  day  in 
one  of  these  schools  is  an  inspiration  to  an  American  teacher.  Doing  so  can  not  fail 
to  give  him  an  understanding  of  the  wonderful  equipment  that  the  German  farmer  of 
the  new  generation  will  carry  to  his  work  as  a  food  producer. 

"  Kaiser  Wilhelm  is  said  to  have  made  the  boast  tnat  the  time  is  soon  to  come  when, 
if  Germany  were  isolated  from  the  whole  world  by  an  impenetrable  trade  wall,  she 
would  be  able  to  meet  all  the  needs  of  all  her  people.  To  come  into  touch  with  the 
spirit  of  these  winter  schools  and  then  to  follow  the  Wanderlehrer  on  his  pilgrimage 
from  farm  to  farm  through  the  whole  growinff  season,  is  to  be  forced  to  the  conclusion 
that  the  Kaiser's  declaration  is  certainly  no  idle  boast.  While  the  equipment  of  most 
of  these  winter  schools  can  not  be  described  as  elaborate,  it  is  certainly  ample,  espe- 
cially when  the  fact  is  taken  into  consideration  that  the  real  demonstration  work  is  to^ 
be  done  in  the  fields  of  the  farm  homes  from  which  the  pupils  come.'' 

OBJECT  LESSONS  IN  THE  FIELD. 

« 

"  The  big  event  on  the  little  German  farm  is  the  periodical  visit  of  the  Wanderlehrer. 
This  tramp  teacher  is  treated  with  the  spre&test  respect  and  give.i  every  honor  that  the 
peasant  farmer  can  bestow.    From  sunrise  until  sunset  the  Wanderlehrer  is  in  the  field 
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with  the  boy  of  the  farm  home,  fociisijig  into  actual  practice  on  the  soil  the  theories 
that  have  been  discu  ssed  during  the  win ter  in  the  schoolroom.  Inciden tally,  of  couiBe, 
the  father  uid  older  brothers  crowd  about  the  tramp  teacher  and  absorb  the  instruction 
that  he  is  giving  to  the  boy  who  has  been  his  winter  puml.  But  for  at  least  once  in  his 
life  the  small  bo}r  is  the  center  of  the  family;  and  the  Wanderlehrer  never  loses  sight 
of  the  fact  that  ms  attentions  must  be  centered  upon  his  pupil. 

"  Every  crop  and  every  animal  on  the  farm  passes  under  tne  inspection  of  the  Wan- 
derlehrer, ana  in  the  evening  the  observations  of  the  day  are  reviewed  and  again  dis- 
cussed, and  each  member  of  the  household  is  given  opportunity  to  ply  the  traveling 
instructor  with  questions.*' 

But  the  German  farm  boy  has  no  monopoly  of  the  benefits  of  the  itinerant  teacher 
who  brings  education  to  home  and  field,  wnere  its  practical  vahie  is  bound  to  be  tested 
in  real  results;  the  Prussian  farm  ^I  is  also  visited  by  a  Wanderlehrerin  in  petticoats. 
According  to  Mr.  Cooley,  the  skirted  traveling  teacher  of  the  future  housewives  of 
the  farm  home  is  fuUv  as  important  a  factor  in  the  scheme  of  carrying  practical  educa- 
tion to  the  home  of  tke  farm  peasant  as  is  the  Wanderlehrer  in  trorsers — ard  perhaps 
a  bit  more  important.  Because  the  German  father  is  almost  invariably  a  good  feeder, 
and  life  without  its  pleasures  would  from  his  point  of  view  be  a  failure,  he  welcomes 
this  colporteur  of  the  gospel  of  efficient  kitchens  and  sanctions  any  teaching  of  hers 
that  promises  to  improve  nis  table. 

Then,  too,  thrift  is  the  first  commandment  among  the  farmers  in  tlie  Kaiser's  coun- 
try, ana  the  Wanderlehrerin  never  fails  to  make  a  home  run'*  in  holding  out  to  the 
housewife  the  promise  that  the  education  she  is  dispensing  will  yield  tlie  fruits  of 
practical  economy,  give  better  results  at  lower  cost,  and  ''save  a  pfennig  here  and 
there.''  So  long  as  the  Wanderlehrerin  in  skirts  is  under  the  roof  of  the  farm  home 
she  is  in  practical  command  of  the  kitchen  and  of  all  the  home  activities  that  fall 
to  the  lot  of  the  average  German  housewife. 

Her  teaching  is  intensely  practical.  She  is  as  tight  to  her  job  as  is  her  brother 
educator  who  follows  his  boy  pupils  from  field  to  field.  All  her  instruction  in  the 
art  of  cooking  is  keyed  to  the  demands  and  conditions  of  country  living.  She  lays 
strong  emph^is  upon  the  salting,  curing,  smoking,  and  cooking  of  meats  of  every 
sort,  the  Imndling  of  milk  and  the  making  of  cheese  and  butter.  The  preserving  of 
vegetables  and  fruits  is  ^mother  cardinal  point  in  her  curriculum.  The  care  of  poultry, 
of  pigs,  and  of  calves  is  a  standard  part  of  the  Genman  housewife's  duties,  and  the 
Wanderlehrerin  is  an  adept  in  these  arts,  giving  her  instruction  by  example  in  the 
feed  pens. 

Another  subject  never  neglected  by  this  wandering  woman  yiissionary  of  better 
farm  living  is  the  matter  of  hygiene  and  sanitation  in  Uie  farm  home.  Each  fraulein 
is  given  simple,  practical  lessons  in  the  care  of  the  sick,  and  any  unsanitary  condition 
in  the  home  is  promptly  pointed  out  to  the  family.  As  the  woman  of  tne  German 
farm  is  the  ofiicial  gardener,  the  subject  of  garden  management  is  always  covered  by 
the  visiting  teacher.  Laundry  work  and  needlework  of  every  sort  are  carefully 
taught  by  tnese  itinerant  teachers,  with  the  result  that  the  average  girl  in  Uie  German 
farm  home  is  a  sounder  and  shrewder  judge  of  fabrics  and  their  value  than  are  most 
American  women  who  have  generous  charge  accounts  at  the  bi^  metjropolitan  stores. 

This  outline  of  the  work  done  by  the  German  Wanderlehrer  is  too  scant  to  give  an 
adequate  idea  of  its  full  scope,  but  it  will  suggest  something  of  its  thoroughness  and 
practicality.  It  is  real  farm  education  reduced  to  its  simplest  terms,  stripped  of 
every  frill  and  carried  to  the  kitchen  and  the  field,  where  the  boy  and  the  girl  will 
work  for  years  to  come — in  most  cases  for  the  remainder  of  their  natural  lives.  It  is 
a  training  that  meets  conditions  as  they  are  and  in  their  own  terms,  not  an  effort  to 
force  upon  the  pupil  the  education  that  he  ought  to  have  if  he  were  to  become  chan- 
cellor of  the  empire  instead  of  a  peasant  farmer. 

But  how  does  all  this  hook  up  with  the  boy  and  the  girl  of  the  American  farm? 
It  doesn't — not  at  present  anyhow.  And  this  is  right  wnere  the  trouble  comes  . 
However,  there  is  a  growing  conviction  among  American  educators  that  the  time  has 
come  for  us  to  learn  something  about  lower  education  from  the  Kaiser  and  his  coun- 
trymen— especially  about  the  education  of  the  farmers*  children.  And  some  keen, 
progressive  school-teachers  are  feeling  their  way  to  practical  results  in  this  new  field. 

MR.  HOTiDEN's  STUDY  OF  CORN. 

Few  educators  in  America  are  closer  to  farm  conditions  and  to  the  future  farmers 
that  are  now  carrying  their  lunch  pails  to  the  district  schools  of  this  country  than  is 
Prof.  P.  G.  Holden,  formerly  of  the  University  of  Iowa,  at  Ames.  He  was  country- 
bom  and  has  kept  close  to  the  farm  and  the  "little  red  schoolhouse"  throughout  the 
whole  of  his  career.  He  worked  his  way  through  the  Michigan  Agricultural  College 
by  teaching  in  a  district  school  for  nine  terms.    Later  he  was  elected  county  super- 
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intendent  of  schools  for  his  home  county,  and  ia  all  of  the  more  important  positions 
he  has  since  filled  he  has  never  lost  his  intimate  touch  with  the  farm  home  and  the 
children  of  that  home.  If  any  American  educator  who  has  achieved  the  title  of 
professor  is  entitled  to  be  considered  the  spokesman  of  the  country  school,  that  man 
IS  undoubtedly  Prof.  Holden.  What  does  he  think  of  the  German  Wanderlehrer 
system  and  of  its  possibilities  as  an  object  lesson  to  America? 

'•  Real  education,"  declares  Prof.  Holden,  *'is  teaching  the  boy  in  the  terms  of  his 
own  life.  You  never  really  reach  him  until  you  do  this.  There  is  something  in  the 
home  environment  of  every  boy  that  holds  the  possibility  of  awakening  his  sleeping 
faculties  to  action — not  one  thing  generally,  but  many.  And  these  things  are  almost 
invariably  connected  with  practical  work  of  some  sort,  usually  with  the  activities  of 
the  life  going  on  about  him  outside  of  the  school.  Boys  and  girls  are  interested  in 
doing  things,  not  in  the  abstract  speculations  with  which  the  textbooks  are  so  largely 

.  "  Ix)ng  before  I  knew  of  the  wonderful  Wanderlehrer  system,  by  which  Germany 
is  developing  the  boys  and  girls  of  her  small  farms,  I  saw  the  force  of  the  principle  on 
which  that  system  is  founded.  In  fact,  my  convictions  on  this  subject  forced  me 
into  becon>ing  an  amateur  Wanderlehrer  myself. 

'*  I  was  then  teaching  a  little  district  school  in  ^^lichigan  and  was  aboutas  unsuccessful 
as  the  average  country  school-teacher.  A  few  of  my  pupils  seemed  to  show  an  almost 
human  interest  in  their  studies,  but  with  most  of  them  study  was  merely  a  matter  of 
going  through  the  motions.  When  it  finally  dawned  upon  me  that  perhaps  this 
deadly  indiSerence  was  quite  as  much  the  fault  of  the  system,  the  textbooks,  and  the 
teacher  as  the  fault  of  the  pupik,  I  determined  to  see  li  I  couldn't  find  out  what  the 
boys  were  really  interested  in  and  so  meet  them  on  their  own  ground. 

"^Boys,'  I  said  to  them,  *  about  the  biggest  thing  in  this  country  round  here  is 
com.  When  anything  threatens  the  com  crop  you  can  read  it  in  your  father's  face. 
And  when  a  big  crop  of  corn  is  harvested  you  be^  to  count  on  a  fat  Christmas  and 
other  good  things  at  home.  Now,  it  seems  to  me  uiat  we  ought  to  look  into  anything 
as  important  to  all  our  homes  as  com  and  see  what  we  can  learn  about  it.  Perhaps 
we  could  find  something  that  might  help  your  fathers  to  get  a  larger  and  surer  crop. 
And  because  conmion  sense  teaches  us  that  to  get  a  good  crop  we  must  have  good 
seed,  let's  have  a  little  seed  show  of  our  own,  right  here  in  school.  I'd  like  to  nave 
every  boy  ask  his  father  to  pick  out  the  best  ear  of  com  grown  in  his  field.  Then 
we'll  get  them  all  together  and  talk  it  over.' 

''The  instant  this  proposal  was  made  I  saw  a  new  light  appear  in  the  face  of  Dick, 
the  dullest  boy  in  school.  He  seemed  to  awaken  suddenly.  Book  lessons  were 
remote  and  unreal  to  him,  but  com  was  tangible  and  interesting.  Every  boy  brought 
an  ear  of  com,  selected  as  being  the  best  that  the  home  farm  had  produced.  It  was 
the  liveliest  day  that  schoolhouse  had  ever  seen.  The  dull  boy  was  fairly  tingling 
with  interest.  I  judged  those  ears  as  carefully  as  I  ever  judged  any  com  later  in  life 
at  any  national  com  show.  The  grading  of  each  ear  was  explained  in  detail  and  dis- 
cussed until  every  boy  agreed  that  the  decision  was  fair.  To  my  great  regret  the 
awakened  Dick  had  brought  the  poorest  ear  of  all,  and  was  more  abashed  over  this 
failure  than  he  had  ever  been  when  he  flunked  in  reading,  writing,  or  arithmetic. 

"For  17  years  that  school  had  not  been  visited  by  a  parent  or  patron  excepting  on 
state  occasions.  But  the  next  moming  I  had  two  callers.  The  first  was  Dick  s  father. 
He  bolted  in  without  knocking. 

"  *Say,'  he  exclaimed  by  way  of  introduction,  *Dick  says  my  ear's  the  poorest  of 
any.    I  don't  believe  it.' 

We  laid  out  all  the  com  on  my  desk  and  I  asked  Dick  to  pick  out  his  ear.    He  did 
so  in  a  ^eepish,  shamefaced  way. 

**  *Well,*  commented  the  father,  *it  was  kind  of  dark  when  I  picked  it  out.  I  know 
Tvegot  better  com  in  the  crib  than  that." 

''Then  we  had  a  com  talk  in  which  Dick  spoke  more  words  than  had  passed  his 
lip  in  the  classroom  before.  He  had  found  himself — and,  what  is  more,  I  nad  found 
hun  and  his  father,  too." 

THE   EDUCATION  THAT  COUNTS. 

**  From  that  moment  I  had  the  key  to  the  situation.  We  improvised  a  very  simple 
com  tester,  and  tlie  results  of  the  test  were  awaited  with  keener  interest  by  every  one 
in  the  school  than  had  been  any  examination  ever  held  in  that  schoolhouse.  When 
the  germinating  period  was  finished,  the  boys  were  given  a  taste  of  a  new  kind  of 
arithmetic — in  fact  they  didn't  know  that  it  was  arithmetic.  First  we  made  a  test  to 
compute  the  percentage  of  germination,  and  then  figured  the  loss  from  poor  germina- 
tion as  conijpared  with  the  tests  of  the  best  seed  com  in  the  State.  Then  we  extended 
this  line  of^figuring  to  the  entire  com  crop  of  the  township.    The  boys  were  open- 
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mouthed  at  the  results,  and  every  one  of  them  went  home  and  demonstrated  to  his 
father  how  much  he  was  losing  on  his  com  crop  every  year  by  the  planting  of  inferior 
seed.  There  were  com  conferences  in  every  household,  and  the  nnal  result  was  not 
only  a  great  stride  in  the  educational  work  in  that  school  district,  but  a  decided  im- 
provement in  the  com  crop  owing  to  the  better  selection  of  seed  com  and  the  testing 
of  nearly  all  seed  used  in  the  district. 

"I  thmk  the  effect  of  our  seed-com  experiment  in  the  classroom  was  as  great  upon 
myself  as  it  was  upon  Dick,  although  he  was  transformed  from  the  dullest  hoy  in  the 
school  into  one  of  the  most  earnest  and  interested  of  pupils.  As  for  myself,  the  dis- 
closures of  that  experiment  amounted  to  something  like  a  revelation.  That  experience 
fkve  me  a  jolt  that  influenced  my  whole  career.  Instead  of  burying  myself  m  books 
studied  the  boys  of  my  district  and  spent  every  available  hour  of  my  time  in  their 
homes  or  working  with  them  in  the  fields  and  bams,  finding  out  in  what  they  were 
interested.  From  these  researches  I  framed  the  work  in  the  classroom  and  made  a 
consistent  attempt  to  hook  up  all  the  lessons  with  the  actual  life  of  the  pupils. 

**That  experience  contains  the  whole  philosophy  of  the  German  system  of  carrying 
the  education  of  the  farm  boy  and  the  farm  girl  straight  to  the  field  and  to  the  kitchen. 
In  a  pedagogical  sense  it  is  undoubtedly  the  soundest  system  in  existenfce,  the  most 
vital  and  the  most  practical.  Even  in  the  ordinary  country  school  of  America  a  high 
percentage  of  the  teaching  is  unrelated  to  the  actual  life — ^the  home  conditions — of  the 
pupils.     Of  course  there  is  a  reason  for  all  this. 

**  Probably  no  person  had  so  great  influence  in  fixing  the  characteristics  of  the 
common-school  system  as  did  Horace  Mann.  When  he  exerted  that  influence  he  saw 
that  the  country  was  short  on  the  kind  of  education  needed  to  equip  men  for  the  pro- 
fessions. Consequently  he  provided  for  that  need.  Instead  of  readjusting  our  educa- 
tional machinery  after  that  need  was  met,  we  have  kept  driving  steadily  forward  in 
the  same  direction,  until  the  whole  logic  of  the  situation  has  been  changed  and  the 
matter  of  our  academic  education  has  been  carried  almost  to  absurdity. 

"Now  we  are  facing  a  revision  in  our  educational  system  that  is  bound  to  be  revo- 
lutionary. Once  I  heard  the  president  of  a  fresh-water  college  declare  tht  the  mission 
of  his  institution  was  to  turn  out  one  great  man — a  great  statesman,  a  great  scientist, 
a  great  preacher  or  leader  of  men.  That  is  the  old  conception  of  education,  the  ideal 
that  is  being  pushed  into  the  background  by  the  pressure  of  the  practical  needs  of  a 
great  nation  of  common  people.  The  new  education  will  not  bother  itself  about  keep- 
ing up  the  visible  supply  of  greatness,  but  it  will  aim  to  teach  every  yoimg  man  and 
young  woman  according  to  his  or  her  needs." 

The  mistress  of  a  little  Iowa  school,  who  had  heard  Prof.  Holden  talk  for  a  kind  of 
teaching  that  would  "meet  the  boys  and  girls  of  the  farm  on  their  own  ground  and  do 
something  for  those  that  can  not  go  to  college,*'  determined  to  see  for  herself  if  there  was 
anything  in  this  theory  of  teaching  farm  boys  "in  the  terms  of  their  own  every-day 
lives.'*  As  her  district  was  in  a  dairy  community  she  learned  how  to  test  milk  and 
determine  its  percentage  of  butter  fat.  Then  she  asked  each  of  the  older  boys  in  the 
school  how  many  pounds  of  milk  the  best  cow  in  the  home  dairy  yielded  each  day. 

"We've  got  one,"  proudly  declared  one  pupil,  "that  gives  28  quarts — anyhow  she 
did  when  she  was  fresh.  I  don't  s'pose  there's  a  better  cow  than  old  Brindle  in  this 
township." 

"  But  don' t  you  weigh  the  milk  so  that  you  know  just  what  each  cow  is  really  giving?'  * 
innocently  asked  the  teacher. 

*  *  Naw, "  was  the  disgusted  response.  *  *  We  keep  too  many  cows  to  fool  with  any  fuss- 
ing like  that." 

"  Jim'salus  blowing  about  their  Brindle,"  spoke  up  the  son  of  aschool  trustee;  "  but 
we've  got  a  new  cow  that  don't  need  to  take  anything  from  any  cow  in  this  county. 
Pa  says  she's  a  full-blood  Holstein." 

"Well,"  laughed  the  teacher,  "neilher  of  you  knows  how  much  milk  his  cow  gives 
in  actual  quantity — and  if  he  did  that  wouldn't  tell  which  is  the  better  cow.  Tliis 
milk  is  bought  by  the  creamery  and  made  into  butter.  Suppose  that  Tom's  cow  gave 
30  quarts  j^  day,  but  that  the  milk  was  not  rich  enough  to  make  a  pound  of  butter, 
would  the  creamery  make  any  money  buying  that  kind  of  milk?" 

"I  dunno  'bout  that, ' '  was  the  answer.  "So  long  as  they  take  it  at  the  creamery  an*^ 
don't  kick,  I  guess  it's  all  right." 

"Brindle's  milk  is  rich,"  retorted  Jim.    "It's  almost  as  yellow  as  cream." 

THE  TESTING   OP  BRINDLE. 

"  In  all  the  tests  it's  the  quantity  of  butter  fat  produced  that  counts  in  scoring  a 
dairy  cow.  What  do  you  say  to  this  plan:  Each  of  you  big  boys  is  to  select  what  he 
considers  the  best  cow  in  his  dairy,  weigh  her  milk  each  time,  and  every  Monday  bring 
a  sample  of  her  milk  here  for  testing?    How  many  of  you  want  to  do  this?  " 
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£very  liand  was  raised.  The  milk  tests  injected  into  that  school  a  spirit  of  spon- 
taneous interest  that  it  had  never  known  before.  The  work  of  the  aiithinetic  classes 
was  centered  on  the  local  milk  records,  and  no  example  in  percentage  given  in  the 
textbook  had  ever  inspired  the  ea^er  attention  that  was  ^ven  to  the  problem  of  figur- 
ing the  percentages  of  butter  fat  in  the  various  tests.  This  teacher  discovered  that 
she  had  a  live  scnool  and  that  the  bi^  boys  were  no  longer  difficult  to  handle. 

Some  months  later  the  father  of  Jim  met  the  man  whose  words  had  inspired  this 
experiment  and  made  a  confession. 

"When  my  boy  said,  *  Teacher's  going  to  have  a  milk  test  at  school  j'  I  laughed  and 
Boid  it  was  poppycock.  But  if  the  rest  of  the  boys  were  goin^  into  it  I  didn't  want 
him  to  show  the  white  feather.  I  wasn't  ashamed  of  my  dairv.  Now  Jun's  got  a 
temx>er,  an'  his  worst  fault  as  a  milker  had  always  been  that  he'd  whale  any  cow  that 
didn't  stand  still  for  him.  The  cow  that  he  was  testing  was  a  little  nervous,  an'  one 
night  I  came  into  the  barn  just  in  time  to  see  her  give  him  a  kick  that  would  have 
knocked  my  disposition  into  a  cocked  hat,  milk  or  no  milk.  I  expected  to  see  him  go 
at  her  with  the  mil  king  stool  and  lay  it  on  where  she'd  feel  it  most.  You  could  have 
pushed  me  over  when  he  got  up  qiuetly,  talked  soft  to  her,  and  b^an  millring  again 
as  if  nothihg  had  happened. 

''Then  it  had  always  been  his  job  to  water  the  cows.  There's  a  stream  in  the  little 
pasture,  and  he  was  expected  to  drive  the  cows  to  it  night  and  morning.  He  senersJly 
went  tbaough  the  motions,  but  it  took  a  lot  of  watching  to  see  that  he  didn't  Sight  this 
part  of  the  performance.  He'd  rush  them  through  their  drinks  as  if  he  was  afraid 
they'd  founaer  tJiemselves.  You  know  how  boys  are  when  they're  just  going  tlm)ugh 
the  motions  with  something  they're  not  interested  in?  But  after  tne  teacher  started 
that  milk  weighing  and  testing  business  the  rush  at  the  creek  was  all  over.  That  cow — 
and  all  the  others  with  her — were  fairly  teased  to  drink.  They  were  tempted  with 
salt  and  given  an  extra  chance  at  the  water. 

"That  wasn't  all.  He  b^;an  to  study  into  the  feed  question,  and  finally  asked  me 
to  buy  some  stuff  that  he  thought  would  make  more  milk  and  increase  the  butter  fat. 
I  bought  it,  just  to  humor  him,  out  only  enough  for  the  cow  that  he  was  testing.  When 
I  saw  what  it  did  for  her  you  better  believe  the  rest  of  'em  had  the  same  ration  too. 
That  teacher  certainlv  got  Jim  going  and  he  wound  me  up.  I  wouldn't  take  a  lot  of 
money  for  what  it's  done  lor  us.  He's  interested  in  his  school  now  and  interested  in 
the  work  at  home.  And  the  fathers  of  the  other  boys  tell  me  about  the  same  story. 
That  teacher  certainly  started  something.  She'd  have  a  hard  time  getting  away  from 
this  district.  Why,  she's  got  eveiy  one  of  us  interested,  old  and  young,  and  we've 
got  the  livest  school  district  in  the  whole  country." 

COUNTBT  LIFE  LEADERS. 

Undoubtedly  the  closest  American  parallel  to  the  German  Wanderlehrer  is  the 
county  demonstrator  or  agricultural  expert.  He  pays  a  personal  visit  to  all  farms 
where  his  aid  is  asked.  If  the  boy  of  the  farm  is  present  when  the  demonstrator  calls 
he  is  free  to  absorb  all  the  crumbs  of  instruction  he  can  catch.  But  with  several  hun- 
dred farms  to  visit  in  the  course  of  the  cropping  season,  the  county  demonstrator  can 
hit  only  the  high  spots,  and  at  that  his  talk  is  auned  to  meet  the  understanding  of  the 
lather,  not  of  tne  boy.  All  the  direct  instruction  that  the  county  expert  can  give  the 
bovs  of  his  territoiy  is  simply  covered  by  the  old  phrase,  *'a  lick  and  a  promise."  He 
will,  if  he  is  greatly  in  earnest  in  his  efforts,  do  all  the  work  possible  with  the  school 
teachers  of  his  county  and  inspire  them  to  individual  work  with  their  pupils.  But  at 
beat  he  can  only  scratch  the  surface,  so  far  as  reaching  and  arousing  the  farm  boy  is 
concerned. ' 

Here  and  there  throughout  the  country,  however,  the  common  schools  are  showing 
that  the  principle  of  education  involved  in  the  Wanderlehrer  system  is  taking  root  and 
producing  what  the  farmer  would  call  a  volunteer  crop.  Cook  County,  111. ,  which  con- 
tains the  second  laivest  city  in  America,  is  a  case  in  point.  Hereafter  this  metropolitan 
county  will  have  five  country  life  leaders.  Each  must  live  in  the  district  that  he 
serves  and  must  be  on  the  job  12  month  in  the  year. 

When  the  country  schools  of  the  county  are  in  session  the  work  of  the  country  life 
leader  will  be  mainly  in  the  schools.  But  during  the  vacation  periods  he  is  expected 
to  follow  the  footsteps  of  the  German  Wanderlehrer  and  spend  as  much  time  as  possible 
in  the  fields  and  farm  homes  of  the  pupils.  As  each  leader  will  have  the  agricultural 
welfare  of  25  schools  to  look  after,  it  is  a  foregone  conclusion  that  his  individual  contact 
with  the  pupils  in  their  own  home  surroundings  will  be  limited.  To  a  laige  extent 
the  work  of  tne  country  life  leader  must  be  that  of  inspiring  the  teachers  to  a  realization 
of  the  power  to  arouse  and  hold  their  pupils  that  is  concealed  in  this  new  line  of  teach- 
ing. He  is  the  missionary  bishop  of  his  diocese,  whose  largest  task  is  to  inspire,  in- 
struct, and  direct  the  teacher-missionaries  under  him.  The  major  part  of  the  pastoral 
aUla and  the  hand-to-hand  work  must  be  left  to  them .    However  it  is  no  part  of  the  plan 
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of  County  Superintendent  Tobin  or  of  Assistant  Superintendent  Calley  to  permit  the 
country  life  leaders  to  do  ''too  much  work  at  the  top  and  too  little  at  the  bottom." 
For  its  e£fect  upon  himself,  quite  as  much  as  for  its  e£fect  upon  the  pupils,  each  leader 
will  be  required  to  have  a  generous  amount  of  contact  witn  the  pupils,  their  parents, 
and  the  home  fields. 

When  Superintendent  Tobin  found  that  Miss  Agnes  Ryan,  of  the  Morton  Grove 
dislrici,  had  revolutionized  the  spirit  of  her  school  by  introducing  a  seed-corn  test, 
he  began  to  look  about  for  other  teachers  who  showed  tne  same  symptoms  of  initiative, 
the  same  svmpathy  with  the  everyday  life  of  their  pupils,  and  the  same  capacity  to 
understand  country  conditions.  Six  teachers  who  seemed  to  possess  these  qualifica- 
tions were  selected  and  told  to  go  to  Prof.  Holden  for  a  talk  on  how  to  "get  next  to  the 
boys  and  girls  of  the  farm.''  These  teachers  returned  from  their  conference  ea nipped 
with  a  fresh  enthusiasm,  with  a  wider  view  of  the  possibilities  of  this  new  Idna  of 
teaching,  with  a  firmer  faith  in  its  results,  and  with  an  outfit  of  the  tools  needed  for 
the  worK. 

The  results  accomplished  by  these  teachers  have  been  so  notable  as  to  make  the 
country-life  movement  a  part  of  Cook  County's  educational  system,  and  to  put  upon 
the  pay  roll  the  five  coimtry-life  leaders  who  are  charged  with  the  responsibility  of 
pioneering  the  movement. 

In  one  district  alone  the  pupils  have  tested  more  than  2,000  ears  of  seed  com  in 
school  and  perhaps  an  equal  number  in  their  homes.  This  is  district  146,  about  2 
miles  out  from  the  suburban  village  of  La  Grange.  Miss  Mae  Foran.  the  teacher  of 
this  school,  says  that  50  per  cent  of  the  com  planted  in  her  district  nas  been  tested 
bv  the  pupils.  This  work  was  begun  April  8  and  continued  until  the  last  week  of 
May. 

In  the  opinion  of  Miss  Foran  these  afternoons  were  the  most  valuable  of  the  entire 
school  year,  and  have  done  more  to  connect  the  school  with  the  realities  of  the  every- 
day life  of  her  pupils  and  their  parents  than  have  all  their  studies.  While  the  fact 
that  the  com  crop  m  that  district  will  be  greatly  increased — ^probably  bjy  25  per  cent — 
is  interesting  and  significant.  Miss  Foran  regards  this  as  merely  an  mcidental  benefit. 

SCISNTIFIC  CORN  TESTING. 

The  effect  ojf  the  com  test  and  the  whole  country-life  movement  upon  the  spirit  of 
the  school  is  illustrated  b^  an  experience  told  by  a  farmer  living  just  outside  the 
Cook  Counter  line.  In  driving  to  market  he  was  obliged  to  pass  one  of  the  schools 
in  which  this  work  was  in  progress.  The  schoolroom  was  buzzing  like  a  beehive. 
The  sound  was  so  unlike  the  familiar  droning  that  he  stopped  his  horse  and  looked 
inside.  The  pupils  were  crowded  about  the  teacher,  and  tne  whole  scene  resembled 
the  distribution  of  ice  cream  at  a  Sunday-school  picnic. 

''I  saw,"  says  this  farmer,  ^'that  there  was  something  doing  out  of  the  ordinary, 
something  that  really  interested  every  pupil  in  the  school .  It  was  the  liveliest  school- 
room I  had  ever  seen  and  I  wanted  to  find  out  the  reason  why.  So  I  knocked  and 
explained  to  the  teacher  the  cause  of  my  call.  Well,  I  stayed  until  school  was  dis- 
missed and  foreot  all  about  my  errand  at  tihe  store.  I  didn't  blame  the  pupils  for 
being  interested,  and  when  I  returned  home  that  night  I  told  my  boy  all  about  it.  He 
begged  to  be  taken  to  the  school,  and  I  took  him  there  the  next  afternoon.  It  almost 
broke  his  heart  when  the  teacher  told  him  that  as  he  lived  outside  the  county  she 
could  not  let  him  into  the  com  game.  That  ni^t.  as  he  told  me  about  it,  his  lip 
quivered  a  little  and  he  said:  'Gee,  Pa,  I  wish  they  d  lemme  go  to  that  school.' 

"I  never  heard  a  boy  talk  that  way  about  any  country  school  before,  and  I  never 
expected  to  hear  it  either.  When  you  can  ^et  a  boy  to  feel  that  way  about  going  to 
a  district  school  the  thing  at  the  bottom  of  his  enthusiasm  is  worth  wnile." 

In  some  of  the  schools  the  *' rag-baby  "  testing  cloth  is  used,  but  as  a  rule  the  pupils 
prefer  a  germination  box  with  sawdust.  Where  this  method  is  used  the  boys  of  the 
school  build  the  boxes  and  the  girls  mark  out  the  diagrams  on  the  cloth  that  covers 
the  sawdust.  These  diacrams  identify  the  kernels  with  the  ear  from  which  they  came. 
All  of  the  six  teachers  wno  have  done  this  pioneer  work  have  found  the  girls  of  their 
school  as  much  interested  in  the  country-life  lessons  of  the  actual  com  and  seed 
testing  as  the  boys. 

Perhaps  our  nearest  approach  to  the  German  Wanderlehrerin  in  petticoats  is  the 
teacher  of  domestic  science  in  the  short-course  extension  work  of  the  Iowa  School 
of  A^culture.  These  are  the  signs  of  the  times,  pointing  to  radical  changes,  a  larger 
efficiency  and  a  broader  service  on  the  part  of  the  rural  school. 

(Thereupon  the  committee  jproceeded  to  the  consideration  of 
executive  ousiness,  after  which  it  adjourned.) 
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CJOMMnTBB  ON  AORICUUTUHE, 

House  OF  Repbebentatives, 

Monday^  August  10^  1914.. 

The  committee  met  at  10.80  o'clock  a.  m.,  Hon.  A.  F.  Lever  (chair- 
man) presiding. 

The  Chairman.  We  have  met  this  morning,  gentlemen,  for  the 
purpose  of  considering  the  bill  (H.  R.  14492)  to  authorize  the  Sec- 
retary of  Agriculture  to  establish  uniform  standards  of  classification 
for  cotton ;  to  provide  for  the  application,  enforcement,  and  use  of 
such  standards  in  transactions  in  interstate  and  foreign  commerce; 
to  prevent  deception  therein,  and  for  other  purposes.  The  bill  as 
commonly  known  as  the  cotton  grades  bill.  We  have  a  number  of 
gentlemen  from  different  sections  of  the  South  with  us  this  morn- 
ing, and  also  the  experts  from  the  Department  of  Agriculture  who 
handle  this  special  Ime  of  work.  I  think  it  would  be  better  for  all 
concerned  if  we  heard  from  one  or  two  of  the  experts  of  the  Depart- 
ment of  Agriculture  first,  so  that  a  general  idea  of  it  may  be  better 
had ;  and  to  that  end  I  will  ask  Mr.  Brand,  who  is  in  charge  of  the 
Office  of  Markets  of  the  Department  of  Agriculture,  to  discuss  the 
bill  in  his  own  way. 

STATEMENT  OF  MB.  CHABLES  T.  BRAND,  IN  CHABOE  OF  OFFICE 
OF  ICABKETS,  DEPABTMEHT  OF  AOBICITLTirBE. 

Mr.  Brand.  I  did  not  expect  to  be  called  upon  in  such  summary 
fashion,  Mr.  Chairman.  We  had  been  studying  this  matter  for  a 
long  time  before  it  was  brought  to  a  focus  in  the  present  crisis.  It 
seems,  after  careful  study,  that  the  most  effective  way  to  help  out 
the  present  situation  in  the  South  is  to  take  steps  now  to  reach  about 
four  things  with  reference  to  cotton :  First,  a  svstem  of  warehousing, 
which  includes,  second,  certification,  with,  third,  necessarily  stand- 
ardization on  the  basis  of  certification,  and  fourth,  identification  of 
the  cotton  with  warehouse  certificates. 

Mr.  McKeiaLar.  Please  state  those  over. 

Mr.  Brand.  Warehousing,  certification,  standardization,  and  iden- 
tification. Without  all  four  of  these  it  is  doubtful,  at  least,  whether 
cotton  collateral  can  be  made  as  impregnable  as  it  ought  to  be  as  a 
basis  of  credit,  especially  in  the  present  crisis,  when  there  is  going 
to  be  a  demand  for  funds  from  every  possible  quarter.  It  is  not  only 
cotton  that  is  involved,  but  it  is  wheat,  apples,  and  other  things. 
For  instance,  we  export  thousands  upon  thousands  of  barrels  of 
apples,  and  their  market  is  gone,  too. 

Now,  it  seems  that  this  bill,  which  was  the  product  of  times  of 
I)eace,  I  take  it,  Mr.  Chairman,  and  not  of  war,  has  in  it  several 
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of  the  basic  necessities  of  the  i)resent  situation.  Through  it  can 
be  provided  a  system  of  marketing  the  cotton  crop,  especially  the 
export  and  interstate  part  of  that  crop,  and  the  export  purt  of  the 
yield  I  believe  last  year  amounted  to  something  like  $oOO,000,000. 
This  bill  affords  the  opportunity  and  the  basis  for  bringing  about 
those  four  desired  propositions.  The  whole  purpose  of  the  bill  is 
to  bring  back  to  the  grower  the  value  of  the  particular  quality  of 
cotton  which  he  produces,  whether  it  be  good  or  bad.  That  is  where 
the  identification  comes  in.  Unless  we  have  that  we  can  scarcely 
improve  our  cotton  situation.  The  bill  as  it  stands  provides  fdr  a 
licensing  system  very  similar  to  that  Mr.  Moss  has  embodied  in  his 

grain-grades  act.  We  believe  that  this  is  practicable,  and  we  be- 
eve  that  if  the  whole  matter  is  attacked  with  vigor  at  the  present 
time  a  sufficient  be^nnin^  can  be  made  to  be  of  assistance  within 
the  next  30  days.  Indeed,  it  seems  to  me,  after  consultation  with 
cotton  men,  that  whatever  is  done  must  be  done  at  once  if  it  is  going 
to  be  effective.  A  very  prominent  grower  of  cotton  from  South 
Carolina  was  in  my  office  Saturday,  and  he  informed  me  that  their 
crop  was  early  this  year,  and  that  the  bulk  of  it  will  be  picked  and 
ready  for  market  in  September — that  is,  anywhere  from  two  to  four 
weel^  earlier  than  has  been  the  case  in  previous  years.  Telegrams 
from  my  men  in  Texas  say  that  the  marketing  of  uie  crop  has  be^un 
in  south  Texas,  and,  whereas  when  the  exchanges  closed  the  prices 
were  aroimd  and  better  than  12  cents,  they  are  offering  only  9^  cents. 

Mr.  McKellar.  Are  any  cotton  exchanges  open  now  ? 

Mr.  Brand.  None.  Now,  all  of  those  factors  can  be  woven  into 
this  bill,  as  I  read  it. 

Mr.  Maquire.  Are  any  of  the  factories  buying  cotton  at  this  time? 

Mr.  Brand.  Yes,  sir;  they  are  buying  to  a  certain  extent,  but  very 
little.  As  a  matter  of  fact,  there  are  very  few  such  places  in  whicn 
any  one  can  sell. 

Mr.  Maguibe.  What  part  of  the  product  is  handled  by  the  ex- 
changes and  what  part  is  taken  in  direct  buying  for  the  factories! 

Mr.  Brand.  At  the  present  stage  of  the  handling  of  the  crop,  it 
has  not  reached  the  exchanges  at  all.  It  is  only  used  on  the  ex- 
changes in  the  settlement  of  future  contracts. 

Mr.  Maquire.  What  has  been  the  proportion  in  ordinary  years? 

Mr.  Brand.  We  can  not  tell  that  at  all. 

Mr.  Maquire.  Don't  you  have  some  knowledge  of  that? 

Mr.  Brand.  There  are  no  statistics  which  show  the  volume  or  trans- 
actions on  the  New  York  Exchange.  The  New  Orleans  Exchange 
has  better  figures,  though  I  can  not  give  those  offhand. 

Mr.  Hauqen.  In  what  respect  does  this  bill  differ  from  the  Moss 
bill? 

Mr.  Brand.  In  all  essential  features  it  is  the  same. 

Mr.  Hauqen.  What  are  the  changes?  I  have  not  had  .time  to 
read  it. 

Mr.  Brand.  It  is  modified  to  fit  the  cotton  trade,  but  in  its  essential 
features  it  is  a  supervision  bill. 

Now,  just  briefly,  the  bill  confers  upon  the  Secretary  of  Api- 
culture authority  to  investigate  the  important  features  of  handling 
and  marketing  the  cotton  crop,  and  it  authorizes  him  to  establish 
standards  for  all  qualities  that  are  capable  of  standardization  in 
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practical  form.  At  the  present  time  the  only  standards  that  exist 
are  those  for  grade,  based  almost  wholly  upon  trash  and  color.  It 
will  be  possible,  we  believe,  to  standardize  a  number  of  other  quali- 
ties, and  this  bill  extends  that  authority.  The  first  section  gives 
authority  similar  to  that  which  this  conmiittee  incorporated  in  the 
futures  act — identical  with  it,  in  fact,  but  modified  to  existing 
grades 

The  Chaibman.  Don't  you  think  it  would  be  a  good  idea  to  sub- 
stitute for  sections  2  and  3,  and  probably  section  4,  the  identical  lan- 
^age  of  the  standardizing  section,  or  section  11,  of  the  cotton- 
rutures  bill,  so  that  there  mi^ht  be  no  confusion  as  to  standards  ? 

Mr.  Brand.  Yes,  sir;  I  thmk  that  would  be  better,  so  far  as  the 
standardization  section  is  concerned.  That  would  be  section  9,  how- 
ever, as  I  see  it,  that  would  replace  section  3  of  this  bill. 

The  Chaibman.  Instead  of  section  11  it  is  section  9  ? 

Mr.  Brand.  Yes,  sir.  The  fourth  section  provides  when  the  actions 
to  be  taken  under  the  bill  shall  go  into  effect.  Section  2  should  be 
made  to  conform,  I  think,  to  a  degree,  at  least,  to  the  futures  bill. 
The  following  sections  are  very  similar  to  the  grain-grades  bill 
that  this  committee  has  reported,  and  provides  for  the  compulsory 
use  of  one  set  of  standards,  and  that  the  national  standards.  It  does 
away  with  the  multiplicity  of  standards  which  has  existed  in  the 
past  Section  6  bears  on  the  same  matter  of  details  with  reference 
to  the  selling  of  cotton,  and  all  the  details  relating  to  that  are  taken 
care  of  by  that  section.  That  takes  care  of  a  very  desirable  class 
of  the  trade,  and  one  which  it  is  not  desired,  as  I  understand  the  bill, 
to  interfere  with  in  any  way  so  long  as  it  is  conducted  in  accordance 
with  the  legal  principles  of  the  bill. 

Mr.  Moss.  Is  any  certificate  to  be  issued  for  cotton  sold  in  the 
way  covered  by  the  proviso  in  lines  14,  15,  16,  17,  18,  and  19  of 
section  6?  .  * 

Mr.  Brand.  I  should  say  not,  as  the  matter  we  have  in  mind  now 
extends,  but  it  might  be  desirable  to  incorporate  such  a  provision 

Mr.  Moss.  I  think  it  could  not  be,  but  I  wanted  to  know  the  theory 
on  which  this  is  drawn. 

Mr.  Brand.  The  seventh  section  is  the  supervisory  section,  which 
gives  the  Secretary  of  Agriculture  authority  to  cause  inspections 
and  examinations  to  be  made. 

Mr.  McLaughun.  Where  will  these  examinations  and  inspections 
be  made? 

Mr.  Brand.  Wherever  a  dispute  is  raised. 

Mr.  McLiAuoHiiiN.  Cotton  is  sold,  delivered,  and  received  at  thou- 
sands of  different  places.  Is  it  your  idea  that  a  Government  inspec- 
tor shall  be  present  at  or  where  he  may  be  called  on  to  ^o  to  any 
or  all  of  those  places  to  make  the  inspections  and  examinations? 

Mr.  Brand.  jThe  exact  practical  working  of  that  has  not  been 
worked  out,  but  it  will  probably  be  necessary  and  desirable  to  have 
standardization  laboratories  at  suitable  compress  and  concentration 
points,  from  which,  in  cases  of  necessity,  the  inspectors  could  be  sent 
to  outside  points.  But  it  would  be  physically  impossible,  or  at  least 
impracticable  on  the  ground  of  expense,  to  have  them  at  all  these 
places. 
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Mr.  McLaughlik.  It  would  not  be  impossible,  but  it  might  be 
impracticable  to  do  it.  This  section,  however,  would  seem  to  pro- 
vide for  that  and  to  require  it. 

Mr.  Brand.  Provision  is  made  in  the  next  section  for  licensed 
'graders. 

Mr.  McLaughlin.  Is  there  any  limitation  upon  the  number  of 
them? 

Mr.  Brand.  That  should  not  be  limited. 

Mr.  McLaughlin.  Under  the  language  of  the  section  there  might 
be  one  for  every  market,  and,  as  you  know,  there  are  innumeraole 
markets. 

Mr.  Brand.  We  would  expect  practically  every  capable  cotton 
grader  now  at  work  to  apply  for  and  receive  a  license  to  grade  cot- 
ton, and  he  would  be  licensed  to  grade  cotton  until  such  time  as  he 
did  something  that  would  make  it  impossible  for  us  to  continue  him 
as  a  licensed  grader. 

Mr.  McLaughlin.  There  is  a  large  number  of  them  now  employed 
by  and  under  the  direction  of  the  United  States  Government? 

Mr.  Brand.  There  is  only  a  small  number  under  the  direction  of 
the  United  States,  and  they  are  engaged  in  investigation  work  and 
laboratory  work. 

Mr.  McLaughlin.  How  many  are  there? 

Mr.  Brand.  I  think  there  are  probably  as  many  as  12. 

Mr.  Haugen.  That  are  employed  by  the  Government? 

Mr.  Brand.  Yes,  sir. 

Mr.  Haugen.  What  do  they  do? 

Mr.  Brand.  They  are  studying  the  standardization  of  cotton  in  a 
practical  way  and  are  carrying  on  investigatory  work  to  determine 
the  facts  and  values  of  standards. 

Mr.  Haugen.  Do  they  go  about  the  country  ? 

Mr.  Brand.  No,  sir;  they  do  not  go  about  the  country  classifying 
cotton. 

Mr.  Haugen.  They  work  in  the  office 

Mr.  Brand  (interposing).  In  the  office  and  in  the  field.  They 
check  up  on  classifications  to  this  extent,  that  they  are  engaged  in 
the  primary-market  survey  work,  and  secure  samples  of  cotton  taken 
by  cotton  buyers,  and  we  secured  about  35,000  of  them  during  the  past 
season.  We  determined  the  values  of  the  samples  with  our  own  men 
and  compared  them  with  the  results  secured  by  the  commercial 
graders  who  handled  the  cotton  samples  previously,  but  in  no 
case  are  these  men  engaged  in  the  commercial  grading  of  cotton. 

Mr.  Moss.  While  section  7  of  this  bill,  in  a  general  way,  is  similar 
to  the  corresponding  section  of  the  grain-grading  bill,  yet  it  differs 
very  radically  from  it  in  this  particular  that  the  provision  in  the 
grain-grading  bill  is  limited  to  the  grain  that  is  sold  or  offered  for 
sale,  snipped  or  offered  for  shipment,  in  interstate  and  foreign 
commerce.  Section  7  of  this  bill  contains  no  such  limitation.  Is  it 
the  idea  that  cotton  handled  in  intrastate  markets  or  local  markets 
shall  be  inspected  ? 

Mr.  Brand.  Only  in  so  far  as  it  may  be  necessary  in  connection 
with  foreign  commerce  and  interstate  commerce. 

Mr.  Moss.  Under  what  theory  would  it  be  possible  to  authorize  the 
Secretary  of  Agriculture  to  cause  an  inspection  or  examination  to  be 
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made  of  mmj  cotton  which  had  been  certified  as  sold  in  local  markets 
and  which  does  not  eater  into  interstate  or  foreign  commerce  ? 

Mr.  Brand.  I  know  of  no  authority  for  doing  that  specific  act. 

Mr.  Moss.  Section  7  would  authorize  that,  would  it  not  ? 

Mr.  Brand.  I  think  section  7  would  be  limited  by  the  present  au- 
thority which  may  be  conferred  in  such  cases. 

The  Chairman.  It  might  be  well  to  modify  that  section  so  as  to 
make  it  cleaf*.    I  think  the  point  made  by  Mr.  Moss  is  well  taken. 

Mr.  Moss.  A  radical  dinerence  between  this  section  and  the  cor- 
responding section  in  the  grain  bill  consists  in  the  fact  that  the  sec- 
tion in  the  grain  bill  is  limited  specifically  to  grain  entered  or 
offered  to  be  entered  in  interstate  or  foreign  commerce. 

Mr.  Brand.  And  undoubtedly  the  same  limitation  must  prevail 
with  reference  to  cotton  grading.  The  only  authority  that  would 
reside  in  the  Federal  Government  with  respect  to  that  matter  would 
be  for  the  supervision  of  these  grades,  just  as  it  issues  them,  the  same 
as  it  exercises  supervision  of  the  currency  and  things  of  that  sort. 
The  eighth  section  confers  authority  for  the  issuance  of  licenses  to 
ffradei^.  Now,  it  seems  to  me  that  in  the  present  emergency  it  might 
oe  desirable  to  extend  that  section  to  include  rules  and  regulations 
for  licensing  of  bonded  cotton  warehouses.  Certainly  it  would  be 
necessary  to  take  some  such  action  if  it  is  desired  to  or  decided  to 
make  any  advances  of  money  upon  cotton.  If  it  is  decided  to  do 
that  it  will  be  necessary  to  provide  for  warehousing  and  for  the 
proper  legal  safeguarding  of  the  collateral  issued  on  the  basis  of 
warehouse  receipts.  So  I  suggest  that  as  one  of  the  emergency  con- 
siderations it  nught  be  desirable  to  modify  section  8  so  as  to  include 
also  the  licensing  of  bonded  warehouses.  Furthermore,  in  order  that 
suitable  identification  of  bales  may  be  had  so  that  the  quality  of  the 
cotton  may  be  traced  back  to  the  person  responsible  tor  it,  and  in 
order  that  claims  may  be  lodged  at  the  door  of  the  persons  against 
whom  the  claims  are  properly  to  be  made,  it  mi^ht  be  desirable  to 
provide  for  the  general  licensing  of  ginners  in  order  that  thev  might 
be  required  to  mark  with  suitable  identification  marks  the  bales  issu- 
ing from  their  gins. 

Mr.  Hattgen.  But  you  would  have  no  jurisdiction  of  that,  would 
you? 

Mr.  Brand.  It  would  be  purely  permissive,  necessarily,  but  this  is 
the  emergency  feature  of  the  matter,  and  a  regulation  like  that  would 
probably  commend  itself  to  all  persons  interested  in  the  industry, 
and  they  would  very  likely  comply  with  any  reasonable  regulation 
made  in  that  connection. 

Mr.  GrooDWiN.  What  effect  do  you  think  these  new  elements  which 
are  to  enter  into  the  grading  or  classification  of  cotton,  such  as  the 
ginning,  wrapping,  baling,  sampling,  handling,  compressing,  mois- 
ture content,  edification,  warehousing,  transportation,  etc.,  will  have 
upon  the  local  buyer  who  buys  direct  from  the  producer  or  grower 
of  the  cotton?  Will  his  mind  be  at  a  loss  to  know  what  would  be  the 
proper  price  to  be  paid  for  this  cotton,  and  would  not  a  classification 
like  that,  with  all  these  new  elements  entering  into  it,  have  a  tendency 
to  depress  the  market?  In  other  words,  will  the  local  buyer  know 
exact^  how  to  class  the  cotton  himself  or  what  price  to  nav  the  nro- 
ducer  for  the  cotton  ? 
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Mr.  Brakd.  This  will  not  interfere  with  the  present  grades,  and 
if  such  local  ^ader  is  not  going  to  be  required  to  have  a  license,  he 
will  continue  Dusiness  the  same  as  ever. 

Mr.  Goodwin.  Unless  it  is  known  that  the  cotton  is  intended  for 
interstate  or  foreign  shipment,  will  the  grader  be  invoked?  Section 
8  says,  ''That  the  Secretary  of  Agriculture  may  issue  licenses  to 
ffrade  or  classify  cotton  for  interstate  or  foreign  coimnerce,"  etc. 
Now,  will  the  grader  be  invoked  or  called  upon  to  pass  upon  cotton 
bought  from  the  local  grower  by  the  local  buver? 

Mr.  Brand.  As  a  practical  matter,  such  a  high  proportion  of  the 
cotton  crop  enters  into  interstate  and  forei^  commerce  that  practi*- 
cally  all  cotton  grading  will  be  in  conformity  with  the  requirements 
that  are  to  be  laid  down. 

Mr.  Goodwin.  In  your  opinion,  would  not  all  the  technicalities 
involved  in  this  provision  lor  the  certifying  and  passing  upon  of 
trades  set  out  in  section  2  of  this  bill  have  a  tendency  to  make  the 
local  buyer  who  purchases  from  the  local  cotton  grower  pay  a  less 
price  than  the  cotton  is  really  worth? 

Mr.  Brand.  No,  sir.  The  answer  to  that  would  be  this,  that  the 
section  confers  broad  authority  upon  the  Secretary  of  Agriculture 
to  investigate  those  points,  and  they  will  come  to  the  attention  of  the 
local  man  only  when  the  standards  relating  to  those  particular 
things  are  promulgated. 

The  Chairman.  As  a  matter  of  fact,  until  the  Secretary  of  Agri- 
culture, actinff  under  the  authority  conferred  in  section  2,  has  in- 
vestigated all  those  various  things  enumerated  there — ginning, 
wrapping,  baling,  sampling,  weighing,  handling,  classing,  moisture 
content,  etc. — ^you  would  use  the  present  standards  that  we  have? 

Mr.  Brand.  Yes,  sir. 

The  Chairman.  And  those  standards  we  have  to-day  extend  to 
nothing  beyond  dirt  and  trash? 

Mr.  Brand.  Yes,  sir;  in  grades. 

Mr.  Moss.  Don't  you  think  the  point  you  suggested  a  moment  ago 

would  be  covered  by  section  6  rather  than  by  section  7?     I  think 

that  under  section  5  as  written  here  they  would  have  considerable 

difficulty  in  marketing  cotton,  and  we  found  it  necessary  to  liberalize 

•  that  provision  with  regard  to  grain. 

Mr.  Brand.  I  think  that  section  7,  if  modified,  will  bring  that 
about. 

Mr.  Goodwin.  Very  few  of  these  elements  mentioned  in  section  2 
now  enter  into .  the  classification  of  cotton  unless  the  cotton  is 
stained 

Mr.  Brand  (interposing).  The  only  thing  that  has  been  standard- 
ized, as  a  matter  of  fact,  is  the  grade  that  relates  to  color,  and  that 
relates  almost  wholly  to  dirt  and  trash.  Those  are  the  only  standards 
now  in  vogue. 

Mr.  Goodwin.  Is  there  none  for  stains? 

Mr.  Brand.  There  is  no  standard  for  stains,  although  it  enters 
into  the  value  of  it  even  more  than  grade  does.  As  a  matter  of  f  act^ 
the  most  important  characteristic  of  cotton,  so  far  as  its  value  is 
concerned,  has  not  been  standardized,  and  that  is  length. 

The  Chairman.  What  the  gentleman  from  Arkansas  is  driving  at 
is  this:  Whether  or  not  the  machinery  of  this  bill  will  act  as  a  clog 
upon  commerce  rather  than  as  a  help  or  aid  to  commerce. 
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Mr.  Goodwin.  Whether  it  would  stimulate  commerce  so  much  as 
it  would  depress  the  cotton  trade  and  price, 
Mr.  Brand.  It  would  have  absolutely  tlie  contrary  effect  on  the 

Erice,  because  it  will  bring  back  to  the  primary  purchaser,  if  the 
ill  accomplishes  its  purpose,  the  true  value  of  the  grade  of  the 
cotton  purchased. 

Mr.  Keillt.  Is  not  the  sole  purpose  of  the  bill  to  insure  that  the 
cotton  CTower  shall  receive  the  price  for  the  grade  he  produces  ? 

Mr.  !Brand.  Yes,  sir. 

Mr.  Reillt.  As  I  understand  it,  it  is  to  help  the  grower.  Here- 
tofore the  buyers  have  been  getting  from  him  cotton  at  whatever  the 
price  may  be  for  the  grade  they  determine,  because  the  producer  did 
not  know  what  the  true  grade  was.  Is  not  the  object  of  the  bill  to 
give  the  producer  the  price  of  the  grade  that  he  produces  ? 

Mr.  Brand.  The  object  of  the  bill  is  to  improve  the  system  from 
start  to  finish. 

Mr.  RErLLT.  In  many  instances,  no  doubt,  the  producer  has  been 
injured  in  the  sale  of  his  cotton  because  he  did  not  know  the  grade 
of  the  cotton,  and  that  might  occur  through  the  ignorance  of  both 
the  local  buyer  and  the  grower. 

Mr.  Brand.  That  has  frequently  occurred. 

Mr.  GroODWiN.  I  want  Dr.  Brana's  idea  about  this  matter 

Mr.  Brand.  I  do  hot  feel  sure  that  I  have  clarified  your  point. 

Mr.  Haugen.  This  will  offer  the  farmer  of  your  State  as  well  as 
the  local  buyer  an  opportunity  to  ship  cotton  to  any  of  the  markets 
interested  in  interstate  and  foreign  commerce  and  have  the  true 
grade  of  the  cotton  determined,  but  the  department  will  have  no 
authority  to  go  to  your  market  and  insist  that  cotton  that  does  not 
enter  into  interstate  or  foreign  commerce  shall  be  subject  to  these 
regulations,  but  when  it  is  sold  it  'will  be  sold  subject  to  the  grading 
made  at  the  time  it  was  sold. 

Mr.  Brand.  This  is  my  answer  to  the  question  in  part :  The  bill 
was  submitted  to  a  cotton  buyer  and  he  was  asked  if  it  was  actually 
consummated  what  would  be  the  effect.  He  said,  "  It  would  run  us 
fellows  out  of  business,  because  you  would  not  have  any  use  for  us." 

Mr.  Goodwin.  A  great  deal  of  cotton  is  sold  to  local  merchants, 
not  big  cotton  men  who  are  experts  in  the  grading  and  standardiza- 
tion of  cotton,  and  they  might  have  some  doubt  as  to  how  that  cotton 
mi^ht  be  graded  under  this  provision  in  section  2.  Therefore,  in 
mstkLng  the  price  to  the  grower,  the  local  buyer  might  take  into  con- 
sideration the  fact  that  the  price  at  which  it  was  finally  to  be  sold 
might  be  less  than  the  price  at  which  he  bought,  and  in  making  his 
price  to  the  grower  he  might  not  give  the  grower  as  much  as  he 
diould  receive  for  it 

Mr.  Brand.  It  would  be  of  great  assistance  to  the  local  ^ower, 
because  he  could  call  upon  any  licensed  grader  to  determme  the 
grade  of  his  cotton,  and  it  would  also  be  of  assistance  to  the  local 
buyer,  because  it  would  relieve  him  of  a  great  deal  of  responsibility 
as  to  the  quality. 

Mr.  Maouire.  Speaking  of  licensed  graders,  is  it  not  true  that  it 
would  take  months,  and  perhaps  more  than  that,  to  get  a  sufficient 
number  of  licensed  graders  in  this  work? 

Mr.  Brand.  No,  sir;  I  do  not  think  so. 

Mr.  Maoxhre.  It  might  not  meet  the  present  situation. 
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Mr.  Brand.  We  would  necessarily  license  the  present  grading  force* 
It  is  not  the  purpose  of  the  bill  to  clog  the  wheels  of  commerce  and 
to  prevent  the  handling  of  the  crop  as  it  is  now  handled,  but  the 
purpose  is  to  make  the  work  more  efficient.  The  idea  would  be  to 
utilize  the  present  force  of  graders.  For  instance,  Mr.  Copeland,  of 
South  Carolina,  said  to  me,  "  I  have  five  men  in  my  office  now  who 
are  thoroughly  competent  to  grade  cotton.  What  would  I  do  with 
tiiem  "  ?  1  said,  ^'  The  thing  to  do  would  be  to  issue  licenses  to  them 
and  let  them  grade  cotton  until  by  some  act  of  theirs  they  made  it 
impossible  for  the  department  to  continue  them  as  licensed  graders. 

Mr.  Maguire.  Is  it  true  that  these  inspectors  will  have  to  deal 
with  the  sampling  proposition  that  yoa  have  in  this  bill  ?  If  so,  you 
are  going  to  add  a  number  of  elements  that  these  inspectors  would 
have  to  take  into  consideration. 

Mr.  Brand.  No,  sir ;  that  is  not  the  case.  The  section  you  are  re- 
ferring to  is  an  authorizing  section,  and  none  of  those  qualities  men- 
tioned there  would  be  taken  into  consideration  until  the  standards 
have  been  promulgated  by  the  department. 

Mr.  Maguire.  Are  these  standards  sufficiently  adjusted  now  so  that 
you  could  put  them  into  the  hands  of  these  inspectors? 

Mr.  Brand.  The  only  standards  that  we  have  at  all  are  the  stand- 
ards of  grade,  and  those  are  only  used  by  a  restricted  number  of 
markets.  We  nave  a  great  diversity  of  standards  all  over  the  United 
States. 

Mr.  Hauoen.  I  understood  that  practically  all  of  the  markets  had 
adopted  Government  standards. 

Mr.  Brand.  A  great  many  have  adopted  Government  standards. 

Mr.  Haugen.  And  a  large  number  have  not? 

Mr.  Brand.  Yes,  sir. 

Mr.  Haugen.  When  you  speak  "of  a  large  number,  do  you  have 
reference  to  any  of  the  larger  markets? 

Mr.  Brand.  Galveston  is  the  largest  market  not  working  on  those 
standards.  New  Orleans  has  worked  on  those  standards  consistently 
practically  from  the  beginning. 

Mr.  Haugen.  Has  Galveston  a  grade  of  its  own? 

Mr.  Brand.  It  is  supposed  to  be  working  on  the  Liverpool  basis. 
'  Atlanta  has  a  set  of  graaes.    Savannah  has  a  set  of  grades,  and  so  on. 

Mr.  Reilly.  Would  it  be  possible,  under  the  suggestion  made  by 
the  gentleman  from  Arkansas,  that  a  farmer  would  have  the  right 
to  get  a  higher  price  for  his  cotton  in  case  it  was  graded  higher  in 
interstate  trade  than  when  sold  to  the  local  buyer? 

Mr.  Brand.  That  would  depend  on  the  workings  of  the  system.  If 
the  bale  could  be  properly  identified,  it  should  be  required. 

Mr.  REiiiLv.  The  local  buyer  could  be  required  to  make  a  statement 
as  to  how  the  cotton  was  graded  ? 

Mr.  Brand.  It  could  be  required.  That  would  not  be  a  difficult 
matter. 

Mr.  Eeilly.  I  do  not  believe  you  could  furnish  graders  to  local 
buyers. 

Mr.  Brand.  The  graders  will  have  to  be  classified.  At  the  primary 
points  the  graders  would  not  require  such  high  efficiency — ^that  is, 
the  graders  at  such  places  as  New  Orleans  and  New  York  would 
require  a  degree  of  expertness  that  would  not  be  required  in  the 
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graders  at  primary  points.  But  when  we  found  at  a  primary  point 
strict  naiddling  cotton  bringing  less  than  low  middling  cotton  it 
would  be  easy  to  see.  It  is  easy  to  see  that  the  correction  of  a  market 
which  came  only  within  10  per  cent  of  correctness  in  grading  would 
lead  to  improvement  in  the  mdustry. 

Mr.  Goodwin.  There  are  so  many  elements  of  a  technical  nature 
entering  into  the  grades  that  it  might  cause  the  local  merchant  to 
hesitate,  I  think.  Most  of  it  is  sold  to  the  local  merchant.  They 
furnish  the  farmers  supplies  and  lend  them  money,  and  even  if  they 
do  not,  the  growers  generally  go  to  them  to  dispose  of  their  cotton. 
Then,  the  local  merchant  mi^t  say:  "I  do  not  know  about  the 
grading  of  this  cotton  finally,  because  there  are  so  many  elements 
entering  into  it."  That  might  have  a  depressing  effect  on  the  price. 
Mind  you,  I  am  not  antagonizing  the  bill,  but  I  am  asking  you  for 
information,  although  I  would  antagonize  it  if  I  thought  it  would 
have  the  effect  I  have  suggested. 

The  Chaihman.  As  a  mater  of  fact,  that  very  same  condition  ex- 
ists now,  locally,  and  the  local  grader  will  probably  always  under- 
bid what  he  thinks  is  the  price  for  the  proper  grade  in  order  to 
protect  himself. 

Mr.  Brand.  He  must  plav  safe.  But  this  will  not  be  based  upon 
that.    That  is  merely  an  authorization  to  investigate. 

Mr.  Goodwin.  But  all  those  things  are  elements  that  enter  into- 
the  price. 

Mr.  Brand.  No.  sir.  Your  bale  of  cotton  is  graded  as  to  its  length 
of  staple  and  its  condition  as  to  whether  it  is  gin-cut,  its  condition 
as  to  color  and  other  factors.  Those  are  things  that  enter  into  thQ 
price,  but  these  are  merely  mechanical  operations  largely  that  are 
involved- in  the  preparation  of  the  cotton  for  market. 

Mr.  Goodwin.  I  think  these  are  elements  that  would  enter  into  the 
standardization  of  cotton,  because  cotton  is  priced  according  to  the 
standard  you  fix. 

Mr.  Brand.  These  technical  points  will  be  investigated  by  the  de- 
partment, but  they  will  not  necessarily  confuse  either  the .  local 
buyer  or  merchant- — 

The  Chairman  (interposing).  Is  it  not  a  fact  that  section  2,  so 
far  as  the  authority  given  there  to  investigate  the  ginning,  wrap- 
ping, baling,  stampmg,  weighing,  handling,  classing,  grading,  com- 
pressing, care,  moisture  content,  certification,  warehousing,  storage, 
transportation,  marketing,  and  utilization  of  cotton  and  its  products 
is  concerned  is  nothing  more  or  less  than  the  reenactment  of  the 
present  law  into  a  permanent  statute — ^that  is,  a  law  that  is  now  being 
carried  from  year  to  year  ? 

Mr.  Brand.  Yes,  sir. 

The  Chairman.  We  want  some  solid  foimdation  to  stand  on. 

Mr.  Brand.  It  puts  all  of  those  things  into  one  repository. 

Mr.  McLaughlin.  What  kind  of  work  would  vou  expect  the  Sec- 
retary of  Agriculture  to  do  under  section  2,  which  authorizes  the 
Secretary  to  investigate  all  these  different  things?  It  looks  to  me 
like  it  would  call  for  an  investigation  of  the  cotton  and  everything 
done  witht  it  from  the  time  it  leaves  the  field  until  the  time  it  reaches. 
Ihe  consumer  in  the  doth,  because  it  names  nearly  everything  that  I 
ran  think  of  that  is  done  with  cotton,  and  ends  with  the  worcis, "  and 
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utilization  of  cotton  and  its  products."  What  would  you  expect  the 
officials  of  the  Department  or  Agriculture  to  do  with  respect  to  these 
different  things  ? 

Mr.  Brand.  To  investigate  any  and  all  of  them  when  they  are  pre- 
sented for  investigation,  with  a  view  to  bringing  about  improvements 
in  the  present  existing  system.  If  we  ar^  using  types  of  gins  which 
should  not  be  used  because  there  are  better  types,  determine  the  best, 
and  make  them  known.  If  there  are  better  types  of  compresses, 
if  present  types  can  be  improved,  and  we  know  they  can,  investigate 
and  point  out  the  truth  and  bring  it  to  the  attention  of  the  persons 
interested,  and  similarly  with  other  things. 

Mr.  Maguirb.  That  is  a  wholly  diflferent  field,  apart  from  the  pur- 
pose of  the  bill  ? 

Mr.  Brand.  Practically  all  of  those  factors  have  a  bearing  on  the 
standardable  qualities  of  cotton ;  I  think  all  of  them  have  upon  the 
proper  enforcement  of  the  standards. 

Mr.  McLaughlin.  After  all  the  work  in  the  mills  has  been  done 
there  is  the  certification,  warehousing,  storage,  and  transportation 
to  market.  We  made  an  appropriation  of  $250,000  to  assist  in  work- 
ing out  a  feasible  plan  for  marketing.  Is  this  work  to  take  the  place 
of  that  ? 

Mr.  Brand.  In  part.  So  far  as  it  relates  to  cotton,  this  draws 
together  all  those  activities.  ^ 

Mr.  McLaughlin.  Would  it  be  necessary  to  repeal  that  act  ap- 
propriating $250,000,  or  thereafter  make  no  appropriation  for  that 
purpose? 

Mr.  Brand.  I  would  say  that  that  would  be  wholly  how  Congress, 
or  this  committee,  saw  fit  to  handle  the  appropriation  with  reference 
to  that  work. 

Mr.  McLaughlin.  It  would  be  necessary  to  continue  that  appro- 
priation ? 

Mr.  Brand.  It  would  be  very  much  better  to  have  all  of  that  ap- 
propriation, either  in  one  lump  or  sufficiently  delimited  so  there 
would  be  no  question  about  it,  and  ft  would  not  make  any  difference 
where  it  was  made. 

Mr.  McLaughlin.  What  do  you  think  should  be  done  in  carrying 
out  this  direction,  that  the  Secretary  of  Agriculture  is  authorized  to 
investigate  warehousing,  storage,  transportation,  etc.? 

Mr.  Brand.  With  reference  to  storage,  for  instance,  there  are  sec- 
tions of  the  United  States  where  very  satisfactory  storage  systems 
are  now  in  operation.  The  State  of  Georgia  has  a  very  ample  supply 
of  storage  warehouses,  the  greatest  supply  of  any  State  in  the  United 
States,  possibly,  for  cotton.  Its  methods  are  known  in  the  State  of 
Georgia,  but  are  not  utilized  or  known  in  other  States.  Let  us  inves- 
tigate what  is  being  accomplished  at  points  where  they  have  good 
systems,  good  practices  with  reference  to  warehouses,  and  let  us 
induce  by  suggestions  and  demonstrations  the  utilization  of  the  same 
good  methods  in  sections  where  they  are  not  now  doing  that. 

Mr,  McLaughlin.  Are  the  storage  houses  in  one  State  following 
the  methods  in  other  States  on  their  own  account? 

Mr.  Brand»  Not  to  any  account. 

Mr.  McLaughlin.  Is  ther  any  State  le^slation  looking  to  this 
investigation  for  the  benefit  of  the  people  within  the  State? 
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Mr.  Bbakd.  There  is  such  legislation  on  the  statute  books  of  prac- 
tically every  State  in  the  South  with  reference  to  warehouses.  It  is 
very  contradictory  and  varies  greatly  for  the  different  States.  It 
would  seem  that  one  of  the  most  important  things  is  to  secure  uni- 
formity in  that  matter  and  such  investi^tions  would  have  a  distinct 
bearing  on  that  point  by  calling  attention  to  the  desirable  features. 
Louisiana  has,  perhaps,  the  most  comprehensive  warehouse  law  of  any 
of  the  Southern  States. 

»Mr.  McLaughlin.  What  about  the  "utilization  of  cotton  and  its 
products  "  ? 

Mr.  Bband.  That  is  a  general  conferring  of  authority  to  determine 
by  spinning  tests  the  values  which  relate  to  length,  grade,  etc.  That 
does  not  relate  to  spun  cotton,  but  to  raw  cotton  and  cotton  seed. 

Mr.  McLaughlin.  It  says  "cotton  and  its  products,"  and  that 
would  mean  cotton  cloth  in  all  its  forms. 

Mr.  Brand.  Not  in  the  sense  we  have  it  in  mind. 

Mr.  McLaughlin.  What  sense  have  you  in  mind  ? 

Mr.  Brand.  Lint  and  seed  and  nothing  beyond  that. 

Mr.  Rehj^t.  Cotton  products? 

Mr.  Brand.  Yes,  sir.  It  is  taken  from  the  producing  point  of 
view  and  not  from  the  manufacturing  point  of  view. 

Mr.  Hauobn.  You  will  actually  spin  cotton  or  get  samples  of  cot- 
ton spun  in  order  to  ascertain  and  determine  the  exact  value  of  the 
cotton? 

Mr.  Brand.  That  is  a  necessary  portion  of  the  investigation  to 
carry  on  the  spinning  tests. 

Mr.  McLaughlin.  One  of  these  sections  provides  that  the  Secre- 
tary of  Agriculture  shall  prepare  practical  forms  of  all  of  the  grades 
or  classes.  Is  that  the  ordinary  samples  of  all  the  standards  of 
cotton  ? 

Mr.  Brand.  That  is  the  practical  form.  The  general  descriptive 
form  is  used  to  cover  all  of  the  methods  of  displaying  a  standard. 

Mr.  McLaughlin.  And  the  Secretary  of  Agriculture  is  authorized 
to  furnish  such  forms  to  persons  who  may  wish  them  at  a  cost  to 
be  determined  by  the  Secretary  of  Agriculture.  Heretofore  when 
legislation  has  been  enacted  respecting  that  a  price  has  been  fixed? 

Mr.  Brand.  Not  in  the  legislation. 

Mr.  McLaughlin.  Do  we  not  say  something  about  25  or  35  cents? 

Mr.  Brand.  You  must  have  gotten  that  out  of  the  department's 
announcement. 

Mr.  McLaughlin.  There  is  a  provision  in  some  of  the  laws  that 
the  price  to  be  paid  shall  not  be  less  than  the  actual  cost? 

Mr.  Brand.  I  think  there  is  some  wording  to  that  effect. 

Mr.  McLaughlin.  Is  it  necessary  to  have  that  provision  in  this 

bill? 

Mr.  Brand.  I  think  the  idea  was  to  leave  that  to  the  Secretary 
with  full  knowledge  that  he  would  not  assess  an  unfairly  high  price, 
nor  would  he  make  the  price  so  low  as  to  constitute  a  loss  to  the 
Government.    There  would  not  be  any  objection  to  that. 

Mr.  McLaughun.  There  would  be  an  immense  demand  for  those 
samples  and  the  supplying  of  the  demand  would  entail  a  very  large 
expense.  Would  it  not  be  advisable  to  limit  it  in  some  way  so  as  to 
assist  the  Secretary  in  determining  a  fair  price? 
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Mr.  BsA^^D.  I  see  no  special  objection  to  that.  The  only  point  I 
would  mention  is  this,  that  it  is  almost  impossible  to  accurately 
determine  the  cost,  and  to  use  statute  language  would  indicate  that 
the  cost  could  accurately  be  determined.  In  conducting  investiga- 
tional work  in  connection  with  other  work  you  can  never  separate 
all  of  the  items  of  cost  chargeable  against  any  particular  set  of 
staiidards,  and  the  Secretary  would  take  those  costs  into  account  in 
fixing  the  price.  However,  I  see  no  particular  objection  to  the  in- 
clusion of  any  such  language. 

Mr.  McLaughlin.  Sometimes  in  matters  of  this  kind,  where  goods 
are  to  be  inspected  for  the  benefit  of  those  who  are  buying  and  sell- 
ing, a  fee  is  charged  to  cover  the  cost  of  the  inspection  service,  and 
so  on.  What  do  you  think  of  the  advisability  of  having  a  provision 
of  that  kind  in  this  bill? 

Mr.  Brand.  I  think  we  have  such  a  provision  in  the  bill. 

Mr.  McLaughlin.  I  beg  your  pardon.  I  have  not  had  an  oppor- 
tunity to  thoroughly  read  the  bill. 

Mr.  Haugen.  If  an  appeal  is  taken? 

Mr.  Brand.  Yes,  sir;  section  11  provides: 

That  the  Secretary  of  Agriculture  may  charge  and  cause  to  be  collected  such 
fees  as  he  may  deem  proper  for  licenses  and  renewals  thereof — 

That  is  the  license  fee,  however,  that  is  not  the  one. 
Mr.  McLaughlin.  It  says  furtner : 

And  shall  fix  and  cause  to  be  collected  from  the  parties  in  controversy  the 
costs  or  charges  for  all  determinations. 

Mr.  Brand.  All  fees  were  included  in  one  clause. 

Mr.  McLaughlin.  Is  there  any  provision  for  a  charge  against  the 
buyer  or  seller  for  the  service  of  the  inspectors  in  assisting  them  to 
arrive  at  the  proper  value  of  the  produce  changing  hands? 

Mr.  Brand.  No,  sir. 

Mr.  McLaughlin.  Have  you  considered  that? 

Mr.  Brand.  We  have  considered  it,  yes;  but  not  in  the  light  of 
providing  any  statutory  enactment  to  cover  it.  We  believe  it  best 
to  leave  that,  to  private  agreement  between  the  parties  to  the  trans- 
action. It  would  not  be  wise  to  say  that  the  fee  for  grading  a  bale 
of  cotton  should  be  10  cents.  In  Waco,  where  they  have  from  30,000 
to  40,000  bales  of  cotton,  a  man  might  make  a  fine  living  at  10  cents, 
while  at  Greenville  he  might  not  be  able  to  make  a  living  at  the 
same  rate.  In  a  market  that  had  a  small  number  of  bales  it  might 
be  necessary  to  charge  a  higher  rate. 

Mr.  McLaughlin.  It  might  be  proper  for  the  Government  to  re- 
quire a  fee  to  be  paid  to  cover  the  Government  expense,  and  would 
it  not  be  well  to  give  the  Secretary  of  Agriculture  authority  to  fix 
the  rate  which  should  be  charged  against  the  buyer  or  seller  ? 

Mr.  Brand.  I  think  it  would  be  much  better  in  view  of  the  diffi- 
culty of  the  administration  of  any  provision  of  that  kind  to  give 
him  authority  to  make  rules  and  regulations  and  let  him  vary  them 
according  to  the  needs  of  the  different  sections. 

Mr.  McLaughlin.  Do  you  think  it  would  be  proper  to  require  a 
fee  to  be  paid  to  the  Government  to  cover  the  expense? 

Mr.  Brand.  Only  in  cases  where  there  is  a  dispute  and  an  investi- 
gation or  examination. 
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Mr.  McLfAUOHLiN.  But  there  are  investigations  and  certifications 
in  innumerable  cases  where  there  is  no  dispute? 

Mr.  Brand.  I  do  not  think  the  Government  should  be  a  party  to 
those  in  any  respect  until  they  become  a  dispute. 

Mr.  Rbillt.  The  Government  is  not  put  to  any  expense  until  there 
is  an  appeal  from  the  grading  inspector? 

Mr.  Brand.  No,  sir. 

Mr.  Maguibe.  Those  inspecors  are  not  salaried  by  the  Govern- 
ment? 

Mr.  Brand.  No,  sir ;  they  are  licensed  to  grade  cotton. 

Mr.  Maouire.  And  they  are  supposed  to  receive  a  salary  from  some 
concern  ? 

Mr.  Brand.  They  may  be  salaried  employees  of  some  big  cotton 
firm.  A  large  firm  handling  from  100,000  to  300,000  bales  of  cotton 
will  have  from  4  to  12  graders.  These  men  will  receive  their  sal- 
aries as  employees  and  tney  will  be  licensed  graders.  They  will  re- 
ceive no  salary  from  the  Government. 

The  Chairman.  Like  agents  of  a  chamber  of  commerce? 

Mr.  Brand.  Yes,  sir. 

The  Chairman.  The  only  relation  that  the  Federal  Government 
has  to  these  graders  is  if  the  cotton  which  they  grade  goes  into  inter- 
state or  foreign  commerce? 

Mr.  Brand.  Yes,  sir. 

The  Chairman.  And  the  Government  is  at  no  expense  whatever 
except  when  a  dispute  arises,  and  that  dispute  is  referred  to  the 
Secretary  of  Agriculture  for  examination? 

Mr.  Brand.  Yes,  sir. 

Mr.  Hauobn.  Are  fees  generally  fixed  by  the  State  and  the  ex- 
changes ? 

Mr.  Brand.  There  is  no  State  grading  system  anywhere  that  is 
comparable  with  the  grain  system. 

Mr.  Haugen.  The  exchanges? 

Mr.  Brand.  Yes,  sir. 

Mr.  Haugen.  Are  they  paid  by  fees  ? 

Mr.  Brand.  It  varies.  The  >iew  York  Exchange  has  a  board  of 
cotton  classers  and  they  receive  a  salary.  I  believe  each  ordinary 
classer  receives  $3,000,  and  the  chief  of  the  committee  receives  $3,500. 

Mr.  Haugen.  Paid  by  the  exchange? 

Mr.  Brand.  They  are  salaried  employees  of  the  exchange. 

Mr.  Haugen.  And  they  in  turn  charge  a  fee? 

Mr.  Brand.  No. 

Mr.  Haugen.  No  fee? 

Mr.  Brand.  Absolutely  no  fee.  Their  fees  were  done  away  with 
in  order  to  remove  from  them  any  interest  whatever  in  the  cotton. 
They  receive  their  salary,  and  it  is  the  same  salary,  no  matter  whose 
cotton  it  is. 

Mr.  Haugen.  The  testimony  before  the  conmiittee  was  that  they 
charged  a  15-cent  fee. 

Mr.  Brand.  The  exchange  charges  that ;  the  classers  have  nothing 
to  do  with  it. 

Mr.  Haugen.  And  that  reimburses  the  exchange  ? 

Mr.  Brand.  There  is  a  charge  for  grading  cotton  of  so  much  per 
bale,  but  it  is  not  paid  to  the  classers. 
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Mr.  Maguire.  Those  inspectors  are  now  generally  employees  of 
the  exchanges,  the  buyers  of  cotton.  Do  you  feel  that  those  men 
would  be  fair  to  the  producers? 

Mr.  Brand.  There  would  always  be  an  appeal  from  any  decision, 
which  is  the  regulatory  feature  of  the  act.  The  other  party  to  the 
transaction  can  appeal,  and  if  the  first  party  is  wrong  he  will  be 
reversed.  They  will  try  to  approximate  the  proper  gracte  very  much 
more  than  in  the  past  tor  fear  of  losing  their  license. 

Mr.  Haugen.  The  department  is  opposed  to  the  Federal  inspec- 
tion of  cotton,  as  it  is  of  grain? 

Mr.  Brand.  I  can  not  speak  wholly  for  the  department;  I  can 
speak,  I  think,  qualifiedly.  We  believe  that  the  first  step  is  to  try 
supervision. 

Mr.  Haugen.  You  favor  supervision? 

Mr.  Brand.  If  supervision  is  sufficient,  let  us  stop  at  supervision. 

Mr.  Haugen.  At  present  you  wish  to  try  supervision? 

Mr.  Brand.  Yes,  sir.  That  has  not  been  tried.  It  is  possible  to 
do  very  many  valuable 

Mr.  Haugen  (interposing^.  Personally,  I  believe  in  Federal  in- 
spection to  overcome  the  dimculty  referred  to. 

Mr.  Brand.  Most  of  the  valuaole  results  can  be  secured  by  super- 
vision. 

Mr.  Haugen.  I  think  a  lot  of  good  may  come  out  of  this  bill.  It 
may  not  be  as  good  as  Federal  inspection,  but  I  think  it  is  a  good  bill. 

The  Chairman.  You  may  proceed,  Mr.  Brand. 
^  Mr.  Brand.  In  our  miscellaneous  discussion  we  have  covered  prac- 
tically all  of  the  additional  sections;  in  fact,  we  have  covered  all 
the  additional  sections.     If  there  are  any  further  questions  I  shall 
be  glad  to  answer  them. 

Mr.  Reilly.  You  suggested  that  the  bill  be  modified  to  meet  the 
present  emergency? 

Mr.  Brand.  I  think  that  would  be  a  very  desirable  feature  to  in- 
corporate and  that  it  would  assist  in  the  present  emergency. 

Mr.  Reilly.  Would  it  not  be  rather  a  bad  precedent  after  this 
flurry  was  over? 

Mr.  Brand.  No,  sir. 

Mr.  Reilly.  Would  it  not  encourage  the  planters  to  pursue  the 
same  plan  next  year  and  ask  15  or  20  cents? 

Mr.  Brand.  I  do  not  see  how  they  could  get  15  or  20'  cents  if  the 
Federal  Reserve  Board  announced  the  amount  which  they  would 
advance — say,  6  cents  or  7  cents. 

Mr.  Reilly.  They  could  sell  their  cotton? 

Mr.  Brand.  Their  cost  of  production  exceeds  that  and  there  would 
would  be  no  encouragement. 

Mr.  Reilly.  The  grain  men  and  other  people  would  demand  that 
the  Government  should  furnish  warehouses  where  the  people  pro- 
ducing crops  could  put  them  until  they  could  get  the  price  which  they 
thought  they  should  have? 

Mr.  Brand.  I  think,  so  far  as  they  can  do  that  within  any  law  or 
regulation  that  might  be  prescribed,  they  should  be  permitted  to  do 
it.  The  State  of  Oklahoma  has  a  law  enforcing  them  to  sell  on  the 
1st  of  January  or  to  pay  a  tax. 

Mr.  Reilly.  The  question  is  whether  the  Government  should  give 
its  sanction  to  that  method? 
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Mr.  Brand.  I  do  not  think  they  could  object  to  that,  because  the 
amount  advanced  in  any  case  would  be  small.  It  would  require  a 
valorization  at  a  high  price  in  order  to  bring  about  the  result  you 
fear. 

The  Chaibhan.  You  are  not  favoring  the  establishment  of  Gov- 
ernment warehouses? 

Mr.  Brand.  Not  at  all. 

The  Chairman.  Your  proposition  only  is  to  license  them? 

Mr.  Brand.  To  license  and  supervise  the  warehouses. 

Mr.  MgKellar.  To  see  that  no  fraud  is  committed  and  that  the 
cotton  shall  be  what  it  is  represented  to  be  when  sold  ? 

Mr.  Brand.  The  Government  makes  no  guaranties. 

Mr.  Beiixy.  And  that  the  Government  should  recognize  such 
exchanges? 

Mr.  Brand.  Yes,  sir. 

Mr.  Keillt.  What  sort  of  an  investigation  will  be  carried  on  to 
provide  good  warehousing  in  this  emergency  ? 

Mr.  Brand.  I  think  we  should  right  away,  quick,  get  together 
plans  of  warehouses,  and  that  we  ought  to  furnish  them  without 
charge  to  any  organization  of  farmers  or  any  other  individuals  who 
wish  to  put  up  warehouses  in  this  emergency.  I  think  that  would 
be  a  very  desirable  thinff  to  do,  to  furnish  them  with  plans  of  good 
tynes  of  warehouses  ana  to  ^ve  them  every  facilitv  to  build. 

Mr.  McLaitohlin.'  You  thmk  the  Government  snQuld  do  that? 

Mr.  Brand.  Yes,  sir.  I  think  that  is  a  type  of  education  that  the 
Government  can  well  afford  to  carry  on  in  this  emergency,  and  that 
it  would  clear  away  a  lot  of  loss  of  time  which  would  be  necessary 
if  a  man  were  going  to  employ  an  architect.  There  are  many  gooa 
warehouses  which  can  be  put  up  at  a  reasonable  cost.  I  have  a  tele- 
gram from  Okli^oma  on  that  subject,  which  on  account  of  the  in- 
terest I  will  read : 

Have  Ironclad  warehouse,  capacity  90,000  compressed  bales  of  20,000  non- 
compressed  bales,  building  equipped  with  overhead-trolley  system  for  stacking 
bales  eight  high;  cement  floor.  Entire  cost  of  warehouse  about  $15,000.  Size 
100  by  250  feet,  24-foot  walls.    Now  thinking  of  doubling  capacity. 

In  other  words,  there  is  a  capacity  of  from  20,000  to  80^000  bales^ 
in  accordance  with  whether  it  is  compressed  or  noncompressed,  se- 
cured at  a  cost  of  $15,000,  or  less  than  $1  a  bale  on  the  flat  bale  and 
50  cents  on  the  compressed  bale.  There  is  economical  construction 
that  supplies  all  of  these  requirements.  We  should  have  plans  of 
such  warehouses  and  put  them  in  the  hands  of  the  people. 

The  Chairman.  Have  you  such  plans? 

Mr.  Brand.  We  only  have  a  few,  because  we  have  not  had  much 
opportunity  to  do  this  work. 

The  Chairman.  What  information  have  you  as  to  the  warehousing 

capacity  of  the  South  ? 

Mr.  jSrand.  We  are  getting  that  information  toother.  It  ib 
rather  a  task,  but  I  did  get  together  the  fi^u^*^  for  North  Carolina 
and  Georgia  and  brought  them  with  me.  The  ordinary  warehouses 
of  the  State  of  North  Carolina,  according  to  our  survey,  have  a 
capacity  of  120,000  bales.  The  cotton-mill  warehouses  of  that  State 
have  a  capacity  of  approximately  850,000  bales.    In  addition  to  that, 
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the  compresses  of  the  State  have  a  capacity  for  possibly  100,000  ad- 
ditional bales,  a  total  of  670,000  bales  tor  the  State  of  North  CaroUna- 

The  Chaikman.  What  is  the  production  of  North  Carolina? 

Mr.  Brand.  That  is  as  much  as  it  produces,  but  it  is  to  be  remem- 
bered that  North  Carolina  does  not  use  its  own  production,  it  is  like 
South  Carolina  in  that  respect. 

The  Chairman.  What  are  the  fibres  as  to  Georgia  ? 

Mr.  Brand.  The  State  of  Georgia,  the  warehouses  proper,  have  a 
capacity  of  approximately  400,000  bales.  No;  that  is  the  cotton-mill 
warehouses.  It  is  a  much  smaller  cotton-mill  State  than  either  of 
the  Carolinas.  The  ordinary  commercial  warehouses,  including  all 
Farmers'  Union  warehouses,  have  a  capacity  of  something  like 
800,000  bales,  as  nearly  as  we  can  determine  it.  The  total  m  the 
State  of  Greorgia  is  roughly  1,250,000  bales.  So  far  as  we  have  been 
able  to  learn,  no  State  has  any  greater  capacity  than  that. 

Mr.  Haitqen.  What  id  desired  now,  authority  or  additional  ap- 
propriations to  enable  the  department  to  furnish  the  specifications, 
blue  prints,  and  so  on? 

Mr.  Brand.  If  Congress  would  enact  the  legislation  we  would  im- 
mediately indicate  the  type  which  should  be  erected. 

Mr.  Hatjgen.  Have  not  you  that  authority  now  ? 

Mr.  Brand.  Yes,  sir. 

Mr.  Hauoen.  Have  you  the  monev  ? 

Mr.  Brand.  We  have  the  money,  but  we  are  spending  more  money 
for  other  things. 

Mr.  Hauoen.  It  would  not  take  a  great  deal  of  money  to  furnish 
the  blue  prints  and  specifications? 

Mr.  Brand.  We  put  in  a  lot  wherever  we  can. 

Mr.  Maottire.  As  I  understand,  the  protecting  of  the  cotton  is 
comparatively  a  simple  proposition,  and  you  have  no  complications 
as  to  the  warehouse  from  the  point  of  view  of  protecting  me  cotton 
against  weather,  and  so  one,  as  you  would  have  with  perishable 
products? 

Mr.  Brand.  It  must  conform  with  the  underwriters'  requirements 
so  as  to  get  a  proper  insurance  rate. 

Mr.  MUguire.  There  would  not  be  any  loss  from  the  weather,  and 
so  on? 

Mr.  Brand.  A  galvanized  warehouse  would  answer  the  purpose. 

Mr.  Maguire.  That  would  be  comparatively  a  simple  proposition. 
On  the  other  hand,  a  waremouse  for  the  purpose  of  financmg  farmers 
or  as  a  fiscal  proposition  would  be  entirely  different? 

Mr.  Brand.  There  would  have  to  be  a  standard  repository  for  the 
cotton  under  proper  authority  so  that  credit  might  be  established. 

Mr.  Haugen.  Would  you  take  bond  from  the  licensed  warehouse? 

Mr.  Brand.  It  would  be  necessary  that  they  be  bonded  in  order 
that  the  enforcement  of  any  claims  against  them  would  be  possible. 

The  Chairman.  A  committee  from  Augusta,  Ga.,  yesterday  vio- 
lated the  Sabbath,  under  the  "  emergency,"  and  called  on  me  and  left 
with  me  this  picture  of  the  warehouses  in  Augusta,  which  have  a 
capacity  of  100,000  bales,  and  an  additional  capacity  of  100,000 
bales.  Mr.  Turner,  from  Memphis.  Tenn.,  has  shown  me  a  picture 
of  the  warehouses  in  Memphis,  which  have  a  capacity  of  250,000 
bales. 
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Mr.  TuBNER.  I  had  240,000  bales  under  cover  last  year  in  com- 
pressed cotton,  and  not  one  twenty-eighth  of  the  entire  crop  showed 
one  drop  of  moisture. 

The  Chairman.  What  is  the  situation  in  South  Carolina,  Mr. 
Stackhouse? 

Mr.  Stackhouse.  One  hundred  and  seventy-five  thousand  bales 
for  the  warehouses  proper,  and  for  the  cotton  mills  approximately 
250,000  to  300,000  bales.    The  figures  as  to  the  warehouse  capacity  of  . 
Georgia  are  wrong,  I  think. 

Mr.  Brand.  Those  figures  were  obtained  from  the  mills  this  year. 

Mr.  Stackhouse.  At  Charleston  we  have  capacity  for  about  100,- 
000  bales,  and  the  State  of  South  Carolina  could  take  care  of  some- 
thing like  40  per  cent  of  the  South  Carolina  crop. 

The  Chairman.  What  percentage  of  the  cotton  crop  of  South 
Carolina  is  consumed  by  its  own  mills? 

Mr.  Stackhouse.  South  Carolina  grows  about  1,400,000  bales,  and 
the  mills  consume  about  700,000  bales. 

Mr.  McLaughlin.  All  the  transactions  between  the  buyers  and 
sellers  in  the  State  are  local  transactions,  and  controlled  almost  alto- 
gether hj  the  State  law.  Now,  you  spoke  of  bonded  warehouses 
where  it  is  proposed  that  some  security  be  given  by  one  who  places 
cotton  there,  or  that  a  security  be  given  to  those  who  place  cotton 
there.    Now,  why  could  not  the  State  take  care  of  that  ?  . 

jMr.  Brand.  I  think  the  State  might  take  care  of  it,  but  this  is  an 
emergency,  and  it  would  take  a  long  time  to  secure  legislation  in  11 
States  to  bring  that  about. 

Mr.  McLaughlin.  What  emergency  do  you  refer  to? 

Mr.  Brand.  We  face  this  emergency,  that  we  have  closed  the 
exchanges  and  are  unable  to  ship  abroad. 

Mr.  McLaughlin.  Yes. 

Mr.  Brand.  The  countries  that  are  at  war  normally  consume  above 
8,000,000  bales  of  our  cotton. 

Mr.  McLaughlin.  Even  at  that,  will  it  be  necessary  for  the  Gov- 
ernment to  interfere  by  legislation  to  provide  for  bonded  ware- 
houses, the  regulating  of  them,  etc. 

Mr.  Brand.  I.  think  that  unless  something  is  done  to  straighten  out 
the  situation,  the  economic  loss  to  this  country  will  be  enormous.  I 
think  it  is  possible  to  do  something,  and  I  think  it  is  a  case  where 

2uick  action  and  suitable  action  are  a  sight  more  important  in  a  way 
lian  the  question  of  just  whether  the  authority  is  ample,  although  I 
think  that  it  would  not  be  necessary  to  transgress  upon  anyone 
else's  authority 

Mr.  McLaughlin.  I  want  to  ask  another  question  in  regard  to  the 
expense  of  carrying  this  out.  There  would  be,  of  course,  some  ex- 
pense connected  with  these  inspections  of  the  mills  and  of  their 
processes,  and  of  the  methods  of  getting  cotton  ready  for  market,  but, 
otherwise  than  that,  there  will  be  no  expense  on  the  Government 
except  in  case  of  appeal  from  one  of  the  parties  to  a  transaction  to 
settle  a  dispute,  and  that  expense  is  provided  for.  This  bill  provides 
that  those  engaged  in  the  dispute  shall  reimburse  the  Government? 

Mr.  Brand.  Yes,  sir. 

Mr.  McLaughlin.  In  the  final  roundup,  then,  aside  from  this  in- 
vestigation work  that  is  to  be  done,  all  or  these  activities  are  to  be 
self-supporting  f 
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Mr.  Brand.  In  their  regulatory  features,  but  not  in  their  investi- 
gatory features. 

Mr.  McLaughlin.  Largely  these  investigatory  features  are  along 
the  lines  now  being  pursued  by  the  Government  f 

Mr.  Brand.  Yes,  sir ;  but  not  as  extended  as  they  necessarily  will 
be  under  this  broad  authority,  although  you  are  right  so  far  as  the 
main  featui:es  are  concerned. 

Mr.  McLaughlin.  You  say  that  this  investigation  will  be  made  .to 
a  ereater  extent.    Outline  that,  if  you  please. 

Mr.  Brand.  Well,  take  the  suggestion  I  made  with  reference  to 
warehouses.  When  this  bill  was  brought  up  to  us  in^  regular  course 
by  Mr.  Lever  there  was  no  consideration  of  licensed  warehouses  in 
there,  because  there  was  no  emergency  that  would  make  any  such  ac- 
tion necessary,  so  that  any  activities  with  reference  to  licensing  ware- 
hoi\ses  and  the  expenses  incidwit  thereto  would  be  wholly  aside  from 
the  provisions  of  this  bill. 

Mr.  McLaughlin.  That  would  be  only  to  deal  with  this  emer- 
gency ? 

Mr.  Brand.  Yes,  sir;  largely.  There  would  be  the  expense  of 
these  graders  that  it  would  be  necessary  to  license  to  vise  the  pre- 
liminary showing  of  the  persons  who  are  to  be  made  licensed  graders. 

Mr.  McLaughlin.  Does  this  bill  provide  that  a  fee  may  be 
charged  for  licensing  a  grader  that  may  be  made  large  enough  to 
cover  the  expense? 

Mr.  Brand.  Yes,  sir;  that  could  be  covered  into  the  Treasury. 
My  suggestion  would  be  merely  to  appropriate  that  money  to  the 
Civil  Service  Commission,  which  already  has  the  machinery  for 
handling  thousands  of  these  applications,  and  that  that  commission 
be  directed  to  handle  them  under  such  rules  and  regulations  as  the 
Secretary  of  Agriculture  may  prescribe. 

Mr.  McLaughlin.  What  further  expense  would  thei'e  be  that  is 
not  to  be  covered  back  into  the  Treasury  ? 

Mr.  Brand.  All  of  the  investigation  work  relating,  for  instance^ 
to  suitable  methods  of  transportation,  the  suitable  protection  of  cot- 
ton, and  the  scientific  investigation  required  to  determine  what  would 
be  a  suitable  basis  for  the  establishment  of  length  standards,  mois- 
ture standards,  etc.  We  have  carried  on  a  little  moisture  work,  but 
much  remains  to  be  done  which  has  not  been  touched  at  all. 

Mr.  McLaughlin.  Those  are  along  the  very  lines  now  followed 
by  the  Government? 

Mr.  Brand.  Yes,  sir;  but  they  will  be  made  much  more  compre- 
hensive, as  the  proper  conduct  of  such  an  important  act  as  this 
would  require. 

Mr.  Maguire.  I  see  the  bill  provides  an  appropriation  of  $350,000. 
Do  you  think  that  much  will  be  necessary  ? 

Mr.  Brand.  I  do  not  think  it  could  be  done  for  less  than  that ;  and 
there  ought  to  be  added  at  least  $20,000  for  the  Civil  Service  Com- 
mission if  it  is  the  purpose  to  have  that  commission  to  perform  this 
duty. 

Mr.  Maguire.  And  that  would  have  to  be  continued,  I  suppose? 

Mr.  Brand.  I  should  think  so.  Possibly  not  all  of  it,  but,  1  think, 
very  nearly  that  sum  would  be  necessary. 

Mr.  Maguire.  How  much  do  you  think  is  now  appropriated  to 
the  Agricultural  Department  for  this  character  of  worK? 
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Mr.  Brakd.  About  $130,000,  possibly.  I  do  not  know  exactly  what 
the  sum  is  that  is  at  present  appropriated  for  the  types  of  activities 
included  among  those  specified  m  this  bill. 

The  Chairman.  It  is  $90,000,  as  I  recollect  it. 

Mr.  Brand.  It  is  $91,000  in  one  item,  and  then,  roughly  estimating, 
there  are  $40,000  in  another  item. 

Mr.  Maguire.  That  does  not  include  investigation  work  snch  as 
is  carried  on  down  there  by  the  numerous  field  demonstrators? 

Mr.  Brand.  No,  sir;  it  does  not  include  that.  That  includes  only 
those  things  that  relate  specifically  to  the  subject  matter  of  this  bill. 

The  Chairman.  Summarize  briefly,  if  you  will,  what  the  provi- 
sions of  this  bill  intend  to  accomplish,  aside  from  those  investigatory 
lines  of  work  that  are  covered  in  section  2. 

Mr.  Brand.  It  is  intended  to  put  the  cotton  industry,  so  far  as  it 
relates  to  dealings  in  raw  cotton,  on  an  intelligent  and  intelligible 
basis;  to  remove  the  extremely  complex  situation  which  prevails  at 
p>resent,  whereby  information  in  one  section  of  the  traoe  is  prac- 
tically held  unkiiown  to  another  section  of  the  trade.  As  some  one- 
has  put  it  with  reference  to  another  industry,  some  of  the  activities: 
are  going  on  in  individual  water-tight  compartments,  and  some  in 
others,  and  nobody  knows  what  is  going  on  in  the  other  compart- 
ment, although  all  of  it  relates  to  one  given  subject.  It  is  the  purpose 
to  iron  out  some  of  the  wrinkles  and  to  simplify  the  process  of  get- 
ting the  cotton  from  the  ^ower  to  the  manufacturer.  It  is  not 
aimed  in  any  respect  in  an  inimical  way  at  any  present  handlers  of 
cotton.  There  is  no  thought  of  knocking  the  buyer  or  anyone  else. 
The  whole  idea  is  to  eliminate  waste  wherever  it  can  be  eliminated, 
with  a  view  to  bringing  to  the  producer  as  accurately  as  may  be  the 
value  of  the  particular  grade  of  cotton  that  he  produces.  In  brief, 
that  is  the  purpose  of  the  bill,  and  that  is  what  it  would  accomplish 
if  properly  carried  out. 

The  Chairman.  You  would  identify  every  bale  of  cotton  from  the 
time  it  leaves  the  primary  market  imtil  the  time  it  reaches  its  final 
destination? 

Mr.  Brand.  Yes,  sir. 

Mr.  Eeiixt.  That  warehouse  that  was  constructed  in  Oklahoma 
has  satisfied  the  necessities,  has  it  not? 

Mr.  Brand.  Yes,  sir. 

Mr.  Reii^y.  Then,  why  could  not  the  private  enterprise  of  the 
people  of  the  South  produce  the  same  results  by  the  construction  of 
other  such  warehouses? 

Mr.  Brand.  They  put  their  money  where  it  pays  best,  just  as  they 
do  everywhere  else.  Those  who  build  warehouses  are  connected  with 
the  cotton  business  in  some  way,  and  they  make  money  out  of  ware- 
houses in  connection  with  other  activities.  There  are  very  few  ware- 
houses that  simply  do  a  storage  business  and  provide  space  where 
anyone  can  store  their  cotton  independently  of  any  other  trans- 
action. Practically  every  warehouseman,  if  not  all  of  them,  are 
cotton  factors  or  are  engaged  in  buying  cotton. 

Mr.  Reilly.  What  advantage  would  the  people  in  the  Southern 
States  have  in  the  constructon  of  warehouses  under  this  proposal 
other  than  the  advantage  that  man  in  Oklahoma  had  in  constructing 
that  warehouse? 

g5189 — -voii  2 — 15         6 


846  UKIFOSM  BTANDABD8  FOB  COTTON. 

Mr.  Brand.  It  would  have  this  advantage  in  the  present  emergency, 
that  it  would  form  a  suitable  place  for  cotton  in  order  that  money 
might  be  borrowed  on  it.  Other  than  that,  it  would  have  no  economic 
advantages  that  do  not  exist  or  that  any  locality  would  not  have 
from  a  warehouse  like  that  in  Oklahoma. 

Mr.  Maguire.  This  provides  nothing  for  warehouses.  It  only 
provides  for  an  investigation. 

Mr.  Brand.  The  provisions  incorporated  in  that  bill  are  wholly 
for  investigations. 

Mr.  Maguire.  Then  how  would  you  meet  the  emergency  ? 

Mr.  Brand.  My  suggestion  was  that  it  might  be  advisable  to  in- 
clude additional  language  in  the  bill  relating  to  warehouses. 

Mr.  Maguire.  Is  not  the  present  emergency  a  question  of  foreign 
shipping?  Is  not  that  the  real  emergency  we  are  up  against  now? 
How  will  this  bill  meet  that  emergency  t 

Mr.  Brand.  If  it  is  properly  carried  out,  with  the  suggestions  that 
have  been  made,  we  believe  that  it  will  furnish  the  necessary  ma- 
chinery so  that  cotton  can  be  made  a  suitable  basis  for  credit. 

Mr.  Maguirb.  I  know,  but  it  takes  some  time  to  ^et  all  of  that 
machinery  into  force.  It  seems  to  me  that  it  would  take  many 
months  to  do  that.  Even  with  the  machinery  in  an  advanced  stage 
of  preparation,  it  would  take  three  or  four  months  to  get  this  into 
operation. 

Mr.  Brand.  There  are  in  existence  at  the  present  time  several 
classes  of  warehouses.  There  are  cotton-mill  warehouses,  commer- 
cial warehouses,  port  warehouses,  farmers'  union  warehouses,  and 
then  there  is  the  additional  possibility  of  the  quick  construction  of 
additional  warehouse  facilities. 

Mr.  Maguire.  I  did  not  particularly  refer  to  warehouses,  but  I 
meant  the  whole  bill  itself. 

Mr.  Brand.  Let  us  register  all  these  warehouses  quickly;  let  us 
classify  them  as  to  the  kind  of  protection  they  afford,  both  as  to  fire, 
water,  and  as  to  credit.  Let  us  classify  them  and  give  them  a  stand- 
ing, so  that  cotton  may  be  put  in  them  and  money  borrowed  on  it. 

Mr.  Maguire.  Are  you  considering  the  point  that  there  is  likely  to 
Le  very  much  controversy  before  the  oill  gets  through  the  two  Houses 
of  Congress  ? 

Mr.  Brand.  However  much  it  may  be  controverted 

Mr.  Maguire  (interposing).  That  would  mean  much  delay,  and 
you  would  not  meet  the  present  emergency. 

Mr.  Brand.  How  else  can  we  meet  it  ? 

Mr.  Maguire.  The  only  way  to  meet  an  emergency  is  to  meet  the 
emergency  at  the  time.  If  you  have  a  delayed  program,  you  can 
not  meet  it. 

Mr.  Brand.  I  believe  the  proposal  I  have  made  can  be  carried  out 
in  sufficient  detail  in  40  days  and  possibly  in  30  days.  If  we  go  at  it 
vigorously  and  get  this  machinery  started  in  the  sections  where  the 
crop  is  beginning  to  move  now  and  then  move  northward,  we  will 
have  more  time  for  doing  the  work  in  the  sections  where  the  slightly 
cooler  climate  delays  its  maturity. 

Mr.  McKellar.  Your  idea  is  predicated  upon  the  Government 
lending  money  on  cotton  or  buying  the  cotton  outright,  is  it  not? 

Mr.  Brand.  Yes,  sir.  I  do  not  think  the  Government  should 
directly  make  the  loans,  although  I  believe  that  under  the  section  of 
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the  Federal  reserve  act  that  I  have  cited  it  would  be  possible  for 
members  of  the  Federal  Reserve  Board  to  extend  loans  on  cotton  that 
complied  with  the  conditions  laid  down  in  this  bill. 

Mr.  McKellar.  Your  idea  is  to  simply  enact  a  law  providing  by 
regulation  for  registered  warehouses,  so  as  to  expedite  those  kinds  of 
loans  on  cotton.     Is  that  your  idea  ? 

Mr.  Brand.  Yes,  sir. 

Mr.  McKellar.  Is  there  not  in  this  emergency  the  question  of  pro- 
viding a  market  for  cotton  and  transportation  for  cotton  to  those 
countries  that  are  now  at  war  ?  Does  not  that  form  a  very  important 
part,  so  far  as  the  keeping  up  of  the  price  is  concerned?  For  in- 
stance, if  we  had  ships  to  send  cotton  to  England  now,  would  not 
that  aid  the  market  very  greatly,  England  taking  such  a  large  part 
of  our  export  cotton,  and  Tier  spindles  being  in  position  to  run  not- 
withstanding the  war  ?  If  we  had  ships  in  which  to  send  our  cotton 
even  to  En^and  alone,  would  not  that  have  a  great  effect  in  keeping 
up  the  price? 

Mr.  Brand.  That  would  unquestionably  help.  But  we  would  be 
going  up  against  an  unknown  quantity  over  there 

Mr.  Mci^LLAR  (interposing).  Is  it  not  true  that  cotton  in  Liver- 
pool is  selling  for  a  much  greater  price  now  than  in  this  country? 

Mr.  Brand.  We  do  not  Iniow ;  the  Liverpool  exchange  is  closed. 

Mr.  McKellar.  At  the  last  report  I  think  cotton  was  selling  there 
at  13  cents  and  a  little  more.  I  believe  it  was  ISf .  It  was  about 
13|,  and  the  last  price  paid  in  Houston,  Tex.,  was  about  10  cents. 

Mr.  Brand.  Of  course  a  part  of  that  difference  represents  transpor- 
tation, and  the  rest  of  it  represents  the  depression  due  to  present 
conditions. 

Mr.  McKellar.  Is  your  Division  of  Markets  taking  any  steps  to 
see  what  the  demand  is  in  England,  and  to  see  whether  they  can 
utilize  cotton  there  ? 

Mr.  Brand.  We  have  a  very  small  organization,  and  I  believe 
that  the  State  Department,  which  is  one  of  our  foremost  depart- 
ments, is  unable  to  ^t  cablegrams  through.  So  we  are  not  wasting 
much  time  on  those  big  things. 

The  Chairman.  Let  me  suggest  to  Judge  McKellar  that  the  State 
Department  has  been  requested  to  get  in  touch  with  all  our  consuls 
witn  reference  to  that  very  matter,  and  to  get  information  back  to 
us  as  quickly  as  possible.    The  State  Department  is  now  doing  that. 

Mr.  Brand.  For  the  sake  of  getting  it  into  the  record,  I  have 
prepared  some  statistical  information,  and  I  will  give  it  to  you  as 
quickly  as  possible.  There  are  in  the  world  a  total  of  approximately 
143,000,000  spindles.  Ninety-three  million  of  those  spindles  are  in 
the  countries  that  are  now  at  war,  32,000,000  of  those  spindles  are  in 
the  United  States,  and  18,000,000  of  them  are  in  other  peaceable 
countries,  or  countries  at  peace.  Of  the  93,000,000  spindles  in  the 
countries  that  are  at  war,  England  has  55,600,000,  Germany  has 
11,200,000,  Russia  has  9,300,000,  France  has  7,400,000,  Austria  has 
4,900,000,  and  Italy  has  4,600,000.  Of  those  in  the  countries  at  peace 
India  has  6,000,000  spindles  engaged  almost  exclusively  in  the  manu- 
facture of  coarse  goods;  2,000,000  spindles  are  in  Japan,  and  they 
are  working  overtime  now  in  trying  to  supply  their  own  demand 
and  the  demand  in  China.  In  other  words,  there  are  only  about 
50,000,000  spindles  in  the  countries  that  are  at  peace. 
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The  Chairman.  What  is  the  number  in  England  ? 

Mr.  Brand.  Fifty-five  million. 

Mr.  Garrett.  If  England  should  gain  control  of  the  seas  within 
the  next  few  weeks,  would  that  steady  our  market  ? 

Mr.  Brand.  It  certainly  would.  That  would  be  a  distinct  help. 
Now,  with  reference  to  the  export  of  raw  cotton.  Last  year  we 
exported  approximately  8,700,000  bales  and  we  consumed  at  home 
something  less  than  5,500,()00  bales.  Of  the  8,700,000  bales  exported 
England  took  3,300,000  bales,  Germany  took  1.250,000  bales,  France 
took  800,000  bales,  Austria  took  625,000  bales,  Italy  took  550,000 
bales,  and  Russia  took  375,000  bales.  Now,  there  is  to  be  considered, 
in  addition  to  the  surplus  of  our  own  crop,  the  surplus  of  the  In- 
dian and  other  crops,  amounting  to  between  three  and  four  million 
bales. 

The  Chairman.  In  that  connection,  have  you  any  information  as 
to  the  condition  of  the  Indian  and  Egyptian  cotton  crops! 

Mr.  Brand.  We  know  in  a  general  way.  We  had  a  dispatch  from 
the  Consular  Bureau  of  the  State  Department  saying  that  they  had 
the  best  crop  that  they  had  ever  had  in  India  and  that  Bombay  cot- 
ton sales  were  bigger  than  ever  before  and  that  cotton  to  the  num- 
ber of  thousands  of  bales  was  piled  in  the  open  exposed  to  the 
weather. 

The  Chairman.  Does  India  consume  any  of  her  cotton? 

Mr.  Brand.  I  think  practically  none,  or  perhaps  100,000  bales 
of  the  better  grades  that  goes  to  certain  wealthy,  luxury-loving 
people  of  that  country,  but  I  think  that  the  best  of  that  comes  from 
Egypt. 

The  Chairman.  Have  you  made  any  studv  of  the  capacity  of  our 
mills  in  this  country — if  they  were  run  to  their  very  limit? 

Mr.  Brand.  Very  little,  but  to  this  eflFect,  that  putting  them  all 
in  commission  they  could  possibly  use  7,000,000  bales. 

The  Chairman.  You  think  that  the  limit  of  our  consumption  would 
be  7,000,000  bales? 

Mr.  Brand.  I  think  our  spindles  could  handle  that. 

The  Chairman.  What  is  the  number  of  spindles  in  Canada? 

Mr.  Brand.  I  do  not  know  what  part  of  that  32,000,000  is  in  Can- 
ada, but  possibly  about  6,000,000.  I  would  not  want  to  hazard  a 
statement  as  to  that. 

The  Chairman.  When  you  make  the  statement  that  7,000,000  bales 
might  be  used  in  this  country,  you  mean  to  include  Canada  also? 

Mr.  Brand.  Yes,  sir. 

Mr.  Garrett.  We  import  a  large  part  of  the  Egyptian  cotton,  do 
we  not? 

Mr.  Brand.  Yes,  sir. 

Mr.  Garrett.  The  larger  part  of  it? 

Mr.  Brand.  No,  sir. 

The  Chairman.  Mr.  Stackhouse,  have  you  any  idea  as  to  whether 
or  not  labor  conditions  are  such  in  South  Carolina,  for  instance,  &s 
would  permit  the  cotton  factories  to  run  overtime  ? 

Mr.  Stackhouse.  Mr.  Parker,  the  largest  cotton  manufacturer  in 
our  State,  was  asked  that  very  question,  and  he  said  that  the  manu- 
facturers of  cotton  are  up  against  the  same  condition  now  that  the 
producer  of  cotton  is  up  against,  and  that  he  does  not  think  there 
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can  be  any  great  increase  in  the  consumption  of  cotton  during  this 
time.    That  was  his  answer  to  that  question. 

Mr.  Chaisman.  Mr.  Parker  also  told  me  about  the  same  thing. 

Mr.  Braxd.  I  do  not  want  to  criticize  that  statement,  but  it  seems 
to  me  that  if  we  do  not  increase  the  consumption  of  raw  cotton  we 
will  be  losing  a  great  opportunity  to  develop  our  trade  in  South 
American  countries. 

The  Chairman.  I  think  it  is  a  question  of  getting  sufficient  help 
to  run  the  mills. 

(Thereupon,  at  12  o'clock  noon,  the  committee  took  a  recess  until 
to-morrow,  Tuesday,  August  11,  1914,  at  10.30  o'clock  a.  m.) 


CoMMrrTEE  ON  AORIGULTtlBB, 

House  of  Representatives, 
Washington^  D.  C,^  Tuesday^  August  11,  1914.. 

The  committee  met  at  10.30  o'clock  a.  m. 

Present:  Kepresentatives  Lever  (chairman), Bubey,Jacoway,Mo68, 
Beilly,  Haugen,  and  Helgesen. 

The  Chairman.  The  committee  will  come  to  order.  I  have  ap- 
pointed on  the  subcommittee  to  handle  this  cotton-grading  bilL  Mr. 
Lee  of  Georgia,  Mr.  Candler  of  Mississippi,  Mr.  Haugen,  of  Iowa, 
and  Mr.  McLaughlin,  of  Michigan,  the  ranking  men  on  the  com- 
mittee. 

Col.  Watson,  are  you  ready  this  morning  to  proceed  ? 

iir.  Watson.  I  would  suggest,  Mr.  Chairman,  that  you  hear  Mr. 
Hunter,  of  Memphis,  this  morning. 

The  Chairman.  We  shall  be  very  glad  to  hear  from  Mr.  Hunter. 

m 

STATEMENT  OF  MB.  JAMES  F.  ETJNTEK,  VICE  FBESIDENT  OF  THE 
HEBCANTnE  NATIONAL  BANK,  MEMPHIS,  TENN. 

Mr.  Hunter.  Mr.  Chairman  and  gentlemen  of  the  committee, 
cotton  is  the  great  gold-producing  crop  of  the  United  States.  This 
crop  sold  under  ordinary  conditions,  will  not  only  supply  home  con- 
sumption but  will  bring  into  the  United  States  in  round  numbers 
$600,000,000  of  foreign  gold.  It  is  the  great  factor  we  have  in  hold- 
ing the  balance  of  trade  in  our  favor.  Cotton  is  the  most  important 
crop  of  the  South.    In  fact,  it  is  the  crop  of  the  South. 

TTie  problem  of  marketing  the  crop  is  the  most  impoi*tant  iSnancial 
question  confronting  the  country  to-day.  It  is  a  question  of  national 
importance,  as  it  determines  our  balance  of  trade  and  importation 
of  gold. 

We  merely  state  these  facts  with  which  you  gentlemen  are  familiar 
in  order  to  accentuate  the  importance  of  protecting  the  value  of 
cotton  under  tiie  present  conditions,  not  alone  for  one  section  of  the 
country  but  for  the  entire  Nation. 

We  nave  been  confronted  most  suddenly  by  a  world-wide  disaster 
involving  the  principal  cotton  importing  countries  in  war.  These 
countries  under  normal  conditions  import  one-half  of  our  cotton 

crop. 

How  long  these  conditions  will  continue  or  what  will  be  the  magni- 
tude of  these  destroying  agencies  upon  the  marketing  price  of  this 
cotton  crop  no  one  can  foretell. 
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The  acute  (question  presented  to  the  people  of  the  South  who  are 
just  now  beginning  to  gather  this  crop  is,  How  and  by  what  means 
can  prices  be  maintained?  How  can  the  situation  be  handled  so 
that  the  producer  of  cotton  can  realize  a  fair  market  value  for  his 
crop? 

In  analyzing  this  situation  one  of  the  first,  among  many  thin^  to 
be  considered,  is  the  element  of  time.  It  is  better  that  this  condition 
should  arise  now,  than  later  in  the  season  when  we  would  have  been 
in  the  midst  of  marketing  this  crop,  yet  the  time  to  market  is  close 
upon  us.  There  is  not  a  moment  to  lose  in  whatever  measures  of 
relief  may  be  devised. 

There  is  little  time  to  put  into  operation  any  new  or  theoretical 
plan  for  material  aid.  Certification  and  valorization  would  mean 
maintaining  a  fixed  price  by  the  Government,  which  in  the  last 
analysis  means  the  Government  buying  at  a  fixed  price,  and  holding; 
a  percentage  of  the  crop.  We  will  not  stop  to  discuss  tiie  prac- 
ticability or  feasibility  of  this  plan. 

Then,  what  is  the  most  practical  solution  of  the  question  under 
all  the  difficulties  surrounding  us  ? 

How  can  we  withhold  the  surplus  portion  of  this  crop  from  the 
market  and  from  absolute  sacrince  until  conditions  of  transporta- 
tion and  consumption  become  normal? 

I  have  been  asked  by  the  chairman  of  our  cotton  exchange  com- 
mittee to  speak  to  you  gentlemen  from  the  banking  view  of  this 
situation.  Permit  me  to  say  the  question  is  just  as  puzzling  to  the 
banker  as  any  other  business  man,  and  what  I  may  say  I  trust  will 
be  taken  by  you  gentlemen  as  suggestive  rather  than  the  expression 
of  a  fixed  opinion. 

You  are  all  familiar  with  the  Federal  reserve  act,  the  act  of  1908 
authorizing  the  issue  of  an  emergency  currency  and  the  amendments 
to  this  act,  extending  its  operations  and  giving  larger  discretionary 
power  to  the  Secretary  of  the  Treasury. 

As  you  know  there  are  certain  limitations  fixed  upon  the  banks 
in  regard  to  rediscounts  with  the  regional  banks  of  commercial  paper, 
the  dbtaining  of  emergency  currency  of  only  30  per  cent  upon  com- 
mercial paper,  the  limiting  of  any  loan  to  10  per  cent  of  a  bank's 
capital,  which  is  a  wise  and  safe  provision  under  normal  conditions, 
the  exclusion  of  a  national  bank  from  participation  in  the  distribu- 
tion of  the  emergency  currency  that  has  a  ruUy  paid  up  capital, 
but  does  not  have  a  20  per  cent  surplus.  These  are  some  oi  the 
limitations  that  might  be  modified  or  suspended  in  emergency  con- 
ditions. 

Then,  how  does  it  strike  you  to  permit,  if  feasible,  the  State  banks 
that  have  not  become  members  of  the  reserve  association — under 
such  conditions  as  now  confront  us — ^to  participate  in  the  use  of  the 
emergency  fund  under  resonable regulations?  Enact  such  emergency 
amendments  to  the  present  law  as  will  give  to  the  banks  of  the 
country  the  very  broadest  latitude,  in  order  to  finance  the  holding 
of  the  surplus  of  the  present  crop. 

The  individual  bank  at  last  will  be  required  to  use  sound  business 
discretion  in  making  these  loans. 

Cotton  is  the  easiest  and  safest  of  all  crops  to  handle  as  a  col- 
lateral. It  can  be  protected  by  warehausing,  identification,  and 
insurance,  and  does  not  deteriorate  by  reason  of  the  time  it  is  held. 
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It  is  a  fact,  well  established  in  the  commercial  world,  that  with 
reasonable  precaution,  there  is  less  chance  to  lose  on  loans  made  on 
cotton  as  a  collateral  than  on  any  other  class  of  commercial  paper. 

The  southern  farmer  under  existing  conditions  will  need  little 
persuasion  to  do  his  part  in  holding  this  crop.  Say  it  has  cost  him 
$40  per  bale  to  make  his  cotton,  and  under  normal  conditions  it  is 
wortn  $80  per  bale.  If  he  can  get  a  sufficient  amount  to  enable  him 
to  pay  his  debts  contracted  for  making  the  crop,  he  will  carry  the 
prospective  profit  himself.  The  factor  we  feel  sure  will  do  what  he 
can  to  assist  him  as  far  as  possible  within  the  limitations  of  good 
business. 

It  therefore  seems  to  us,  if  you  gentlemen  will  permit  the  sug- 
gestion, that  our  relief  must  come  through  the  use  of  this  emergency 
currency  and  crop-moving  fund  supplied  through  the  channel  of 
the  banks  of  the  country  in  as  liberal  a  spirit  as  is  consistent  with 
conservative  business  methods  in  order  to  aid  the  South  to  hold  the 
present  crop  until  normal  conditions  of  consumption  and  transpor- 
tation are  restored. 

Mr.  Ai7DEBS0N.  Mr.  Hunter,  in  your  statement  you  referred  to 
liberalizing  certain  provisions  of  the  Federal  reserve  act.  Now,  -we 
passed  a  bill  just  the  other  day.  Did  you  have  that  in  mind  in 
making  your  statement? 

Mr.  Hunter.  Yes,  sir.  I  have  read  very  carefully  that  amended 
bill;  but  that  amended  bill,  of  course,  overlooks  the  matters  that  I 
have  mentioned  this  morning.  For  instance,  as  I  have  shown  with 
regard  to  this  emergency  currency,  a  national  bank  may  have  $1,- 
000,000  paid-in  capital  in  cash,  and  if  it  does  not  have  20  per  cent 
surplus  they  are  not  entitled  to  participation  in  the  distribution  of 
this  emergency  fund.  It  seems  to  me  that  that  part  of  he  bill  a  least 
should  be  amended,  because  there  are  a  number  of  national  banks 
that  have  a  fully  paid-in  capital  that  have  commenced  business  in 
the  last  year — as  we  have  in  our  bank  in  Memphis — ^that  have  not 
yet  accumulated  the  20  per  cent  surplus,  and  yet  they  are  just  as 
sound  financially  as  the  oank  that  has  the  surplus ;  and  this  large 
amount  of  banlang  capital  should  not  be  cut  off  from  the  distribu- 
tion of  this  emergency  fund  because  they  have  not  the  20  per  cent 
surplus. 

The  Chairman.  Is  it  true  also,  Mr.  Hunter,  that  under  the  provi- 
sions of  this  Vreeland-Aldrich  bill  a  national  bank  would  be  per- 
mitted to  loan  to  one  individual  only  10  per  cent  of  its  capital  and 
surplus? 

Mr.  Hunter.  Yes.  The  regional  bank  is  only  permitted  to  lend 
10  per  cent  of  its  capital  stock  to  any  individual,  firm,  or  corporation. 

The  Chairman.  What  would  you  say  as  to  liberalizing  that  fea- 
ture? 

Mr.  HuKTER.  I  should  say  that  ought  to  be  liberalized  in  a  case 
of  emergency,  though  ordinarily  it  is  a  good  provision. 

The  Chairman.  How  far  would  you  go  in  that  direction?  What 
per  cent  would  you  think  would  be  safe? 

Mr.  HuNTiaL  I  think  it  mi^ht  go  to  20  per  cent  very  easily. 

The  Chairman.  You  think  it  would  be  unsafe  to  go  beyond  20 

per  cent? 
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Mr.  HuNTBB.  Well,  I  do  not  know  how  far  the  matter  might  be 
liberalized,  but  at  least  it  could  be  doubled  with  perfect  sstety,  I 
should  say,  in  an  emergency. 

Mr.  Moss.  If  this  provision  were  enacted  into  law,  what  limit  of 
price  do  you  expect  the  banks  themselves  would  place  upon  cotton 
where  they  were  advancing  funds  and  holding  cotton  as  collateral? 

Mr.  Hunter.  As  to  that  I  can  not  say.  The  banks  in  the  usual 
course  of  business,  I  will  say,  in  our  State  last  year  advanced  from 
$40  to  $60  a  bale — ^under  normal  conditions. 

Mr.  Moss.  Did  I  not  understand  you  to  say  that  if  the  farmers 
could  get  back  the  cost 

Mr.  Hunter.  They  could  carry  the  profit  undoubtedly,  and  I  be- 
lieve they  would  do  it.  The  natural  disposition  of  the  southern 
farmer  is  to  hold  the  cotton. 

Mr.  Moss.  I  understood  your  statement  to  be  that  the  law  should 
be  so  amended  that  the  bankers  of  the  South  could  advance  the 
cost,  and  therefore  you  would  divide  this  into  two  parts,  the  bank- 
ers carrving  the  cost  and  the  farmers  carrying  the  profits? 

Mr.  ituNTER.  Yes,  sir. 

Mr.  Moss.  On  that  basis,  what  do  you  think  would  be  the  minimum 
price  on  cotton?  I  am  assuming  that  you  are  going  on  the  basis 
that  the  banks  of  the  South  ought  to  carry  the  cost  to  the  planter. 
How  much  is  that,  in  your  opinion  ? 

Mr.  Hunter.  That  varies  in  different  localities.  The  cost  of  pro- 
duction of  a  bale  of  cotton  in  Tennessee  would  differ  from  the  cost 
of  production  of  a  bale  of  cotton  in  Texas.  I  should  think  that 
would  be  localized  as  to  the  terirtory  in  which  the  cotton  was  pro- 
duced. I  can  not  say  that  I  have  any  figures  on  that,  but  I  am  sup- 
posing that  cotton  is  going  to  cost  between  $30  and  $40  a  bale. 

Mr.  McKellar.  Would  not  the  amount  that  the  bank  would  lend 
always  depend  upon  the  good  judgment  of  the  individual  banker? 

Mr.  Hunter.  The  loaning,  in  my  judgment,  gentlemen,  will  have 
to  be  done  by  the  bank  in  its  own  locality,  to  its  own  people,  and 
under  the  conditions  that  surround  the  borrower  as  to  his  financial 
condition  and  every  thing  of  that  kind.    That  must  be  localized. 

Mr.  Moss.  Now,  as  to  any  method  of  valorization  that  might  be 
taken,  your  theory  is  not  that  the  Government,  as  such  should  under- 
take it  more  than  to  liberalize  the  banking  laws  and  throw  this  as  a 
local  problem  on  the  banks  and  the  planters  ? 

Mr.  Hunter.  That  appears  to  be  the  practical  view. 

The  Chairman.  You  are  not  in  favor  of  the  general  idea  of  valori- 
zation at  all,  are  you,  Mr.  Hunter — of  the  Government  taking  this 
cotton  over  at  all  and  holding  it? 

Mr.  Hunter.  I  can  not  say  that  I  disfavor  that. 

The  Chairman.  Let  me  ask  you  another  question.  What  per  cent 
of  the  cotton  crop  is  made  on  credit  ?    Have  you  any  idea  ? 

Mr.  Hunter.  There  is  another  gentleman  present  that  can  tell  you 
a  great  deal  more  on  that  than  I.  We  have  some  practical  cotton 
men  here. 

Mr.  Hauoen.  The  bank  being  responsible  for  a  profit  to  the  de- 

Sositors  and  the  stockholders,  of  course  it  would  have  to  be  left  to  the 
iscretion  of  the  bank  as  to  the  amount  that  should  be  advanced  ? 
Mr.  Hunter.  The  banker  would  have  to  use  his  discretion  in  this 
emergency  as  he  would  in  any  other  case. 
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Mr.  H.xTrcaDf.  It  would  have  to  be  left  to  him,  or  the  GoTernment 
'prould  have  to  assume  the  responsibility? 

Mr.  Hunter.  I  should  think  one  or  the  other. 

Mr.  McKellar.  Will  you  please  state,  so  the  record  may  show, 
what  bank  you  are  connected  with,  and  whether  it  is  a  national  or 
State  bank? 

Mr.  Hunter.  I  am  vice  president  of  the  Mercantile  National.  It 
is  a  new  bank.  We  commenced  business  on  the  11th  day  of  last 
May  with  a  paid-in  capital  of  $500,000. 

Mr.  McKellar.  You  are  the  vice  president  of  that  bank? 

Mr.  Hunter.  Yes. 

The  Chair3xan.  Your  surplus  does  not  come  up  to  the  requirements 
of  the  Vreeland-Aldrich  Act? 

Mr.  Hunter.  We  did  not  commence  with  a  surplus.  We  paid  in 
$500,000  of  capital,  and,  while  we  are  practically  $20,000  to  the  good, 
we  expect  to  build  up  a  surplus. 

The  Chairman.  You  could  not,  therefore,  participate  in  these 
funds? 

Mr.  Hunter.  I  think  that  under  the  present  bill  our  bank,  like  sev- 
eral other  banks  in  the  South,  would  be  eliminated  from  the  issue  of 
this  emergency  currency. 

Mr.  McKktj,ar.  Unless  you  paid  in  an  additional  amount  of  sur- 
plus ? 

Mr.  Hunter.  Unless  we  raised  20  per  cent  more,  which  is  not  a 
very  easy  matter  for  a  bank  of  that  size. 

Mr.  McKeli^r.  Mr.  Hunter,  will  you  give  the  committee  in  con- 
crete form  your  suggestions,  if  you  have  any,  as  to  what  ought  to  be 
done?    What  amendments,  if  any,  should  be  adopted? 

Mr.  Hunter.  I  think  I  have  put  into  my  statement,  Mr.  McKellar, 
in  a  suggestive  way,  but  not  absolutely  fixed,  my  ideas  along  that 
line. 

Mr.  Rbiixy.  Has  your  bank  joined  the  Federal  reserve  system? 

Mr.  HuNTEB.  Yes,  sir. 

Mr.  Reillt.  You  would,  of  course,  have  all  the  advantages  of  that 
system  as  soon  as  the  system  is  organized  ? 

Mr.  Hunter.  Yes,  sir.  We  do  not  seem  to  come  under  the  issue  of 
this  emergency  currency. 

Mr.  Watson.  The  next  gentleman  that  I  suggest  is  Mr.  W.  G. 
Turner,  vice  president  and  general  manager  of  the  Memphis  Ter- 
minal Corporation,  owning  a  large  warehouse  out  there,  who  will 
deal  with  the  warenouse  situation,  cotton  as  collateral,  and  all  those 
incidental  points. 

STATEMENT  OF  MS.  W.  0.  TUBNEB,  VICE  PBESIDENT  AND  GEN- 
ERAL HANAOEB  OF  THE  HEHPHIS  TEBHINAL  COBPOBATION, 
MEKFHIS,  TENN. 

Mr.  Turner.  Gentlemen,  I  took  the  liberty  of  sending  a  letter  to 
the  committee  touching  nine  subjects  with  which  I  am  tolerably 
familiar.  Of  course  I  do  not  want  to  consume  the  time  of  the  com- 
mittee by  endeavoring  to  exhaust  all  those  subjects,  but  I  shall  be 
glad  to  proceed  along  any  line  that  the  committee  may  desire. 

The  C&eairman.  I  think,  Mr.  Turner,  inasmuch  as  you  have  a  good 
deal  of  technical  information  about  warehousing,  cotton  grading, 
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and  the  like,  it  would  be  very  well  for  you  to  discuss  the  provisions 
of  this  bill,  giving  us  your  ideas  as  to  whether  or  not  it  would  be 
effective,  what  its  effect  will  be  in  the  situation — if  you  have  given 
anv  thought  to  the  details  of  the  bill. 

Mr.  Turner.  I  have  given  considerable  thought  to  that  subject. 
I  think  you  have  arranged  a  comprehensive  measure  for  meeting  the 
situation  of  the  contemplated  excessive  increment  of  cotton,  to  place 
it  as  collateral  to  meet  any  emergencies  that  may  arise.  I  am  pre- 
pared to  discuss  any  measure  you  gentlemen  want  to  put  before  me 
to  the  best  of  my  ability,  but  so  far  as  generalizing  on  the  subject  is 
concerned,  I  am  afraid  I  would  only  take  up  your  time.  If  you  care 
to  have  me  do  so,  I  will  begin  this  letter  I  have  started,  and  tnen  that 
may  bring  forth  interrogatories,  and  I  will  give  you  gentlemen  the 
benefit  of  anything  I  know  on  the  subject. 

The  first  subject  I  had  in  mind  was  to  describe  the  difference  be- 
tween the  collateral  issued  on  cotton  and  the  collateral  issued  on 
grain.  I  might  tell  the  gentlemen  who  may  not  be  familiar  with  the 
conditions  the  differences  between  the  relations  of  cotton  to  collateral 
and  the  relations  of  grain  to  collateral^  and  how  it  is  impossible  to 
figure  from  the  stan^oint  of  the  practice  above  Mason  and  Dixon's 
line  the  relative  merit  of  the  two  situations. 

Now,  in  the  grain  business,  where  the  banks  and  the  bankers  of  the 
North  have  been  in  the  habit  of  lending  money  on  collateral,  they 
have  treated  grain  as  a  fungible  article.  In  other  words,  when  a 
man  puts  his  grain  in  an  elevator  and  draws  money  against  that 
number  of  bushels  of  grain  he  does  not  necessarily  have  those  par- 
ticular bushels  of  grain.  They  commingle.  The  units  of  grain  of 
that  classification  are  all  the  same,  and  we  might  all  have  our  grain 
in  one  bin,  and  that  same  grain  could  be  brought  out  without  any 
conflict  to  either  of  us  and  the  deduction  made  from  the  original 
collateral.  •  ... 

But  now,  gentlemen,  as  far  as  cotton  is  concerned,  each  individual 
bale  of  cotton  has  its  individual  value  and  its  individual  identity. 
From  beginning  to  end  it  has  a  difference  in  grade,  a  difference  in 
weight,  a  difference  in  classification  as  to  staple,  a  difference  in 
ownership,  making  it  necessary  to  have  its  identity  and  its  indi- 
viduality properly  recorded  and  properly  maintained  from  origin  to 
destination.  For  that  reason  the  issuance  of  collateral  on  a  sys- 
tematized basis  on  cotton,  a  basis  that  has  been  thought  out  from 
experience,  makes  the  cotton  problem  infinitely  harder — ^not  harder, 
but  more  technical,  you  might  say — ^than  the  question  of  the  bushels 
of  wheat.    That  is  all  I  have  to  say  on  that  subject. 

The  Chairman.  Let  us  see  if  we  get  what  you  are  driving  at. 
Your  proposition  is  that  on  account  of  the  difference  in  the  grades, 
in  the  length  of  staple,  and  various  elements  that  enter  into  the  differ- 
ent bales  of  cotton,  in  order  that  that  cotton  may  become  a  safe  col- 
lateral upon  which  money  may  be  borrowed  it  is  necessary  firjst  of  all, 
as  a  fundamental,  to  work  out  some  system  of  grading  iaentification. 
Is  that  the  idea  ? 

Mr.  Turner.  No.  This  bill  relates  to  that  subject;  but  while  that 
bill  is,  in  my  opinion,  absolutely  correct  for  the  future,  yet  for  the 
immediate  necessities  every  southern  city,  every  southern  market,  has 
arrived  sufficiently  at  the  prade  for  the  purpose  of  identifying  values 
immediately  upon  the  arrival  of  this  coming  crop  on  each  individual 
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bale  to  establish  values  and  meet  this  immediate  emergency.    In 

other  words,  if  it  should  fall  to  my  lot  to  handle  a  million  bales  of 

this  cotton,  I  would  be  expected  to  analyze  every  single  one  of  those 

million  bales,  and  as  fast  as  they  would  come  in  the  weight  and  the 

grade  would  insure  the  intrinsic  value  of  each  individual  bale. 

The  question  of  licensing  and  all  those  things  that  were  brought 
out  yesterday  by  Dr.  Bryant  seem  very  much  in  line  with  what  is 
necessary  in  handling  cotton  in  the  South,  although  after  analyzing 
some  little  pomts  I  feel  that  he  was  somewhat  in  error  about  them^ 
but  on  the  general  lines  of  what  he  said — 1  do  not  see  where  it  can 
meet  the  emergency  to-day. 

Mr.  Haugen.  Why  not  meet  it  to-day? 

Mr.  TxTBNBiL  We  can  meet  it,  but  not  the  standardizing  of  the 
grades  and  all  that. 

Mr.  Hauoen.  Cotton  has  already  been  standardized  by  the  de- 
partment. 

Mr.  Turner.  All  they  have  to  do  then,  sir,  is  to  issue  a  license  for 
a  competent  man,  and,  if  he  does  not  do  his  duty,  take  his  license 
away.  We  have  in  Memphis,  Tenn.,  for  instance — and  I  hope  that 
when  I  use  the  name  Memphis  you  will  not  consider  me  as  connected 
in  any  way  with  that  city,  because  this  is  for  the  entire  South ;  and 
I  hope  that  in  what  I  have  to  say,  if  I  refer  to  Memhpis,  you  will 
understand  that  I  am  not  pressing  the  claims  of  Memphis  alone. 

Mr.  Moss.  Mr.  Turner,  do  I  understand  you  to  say  that  the  dif- 
ference between  individual  bales  of  cotton  is  so  marked  that  you 
can  not  buy  100,000  bales  of  strict  middling  that  would  go  in  as 
100,000  bales  of  strict  middling  the  same  as  we  can  buy  100,000 
bushels  of  No.  1  wheat? 

Mr.  Turner.  Yes,  sir ;  you  could  do  it,  but  every  individual  bale 
would  have  to  be  graded  on  its  individual  merit. 

Mr.  Moss.  Suppose  the  farmer  is  bringing  in  wagonloads  of  wheat. 
Every  wagonload  has  to  be  ^aded;  and  when  No.  2  wheat  comes 
in  you  have,  say,  100,000  bui^els  of  standard  quality  No.  2  wheats 
Now,  if  it  is  not  possible  when  cotton  comes  in  to  do  that  same  things 
then  vou  can  not  standardize  cotton  at  all? 

Mr.  Turner.  I  would  like  to  answer  that  question  as  clearly  as  I 
can.  As  to  wheat  or  com,  you  standardize  that  in  bushels.  You  do 
not  have  a  separate  mark  on  every  bushel.  But  a  farmer  will  bring 
in  five  different  grades  of  cotton,  representing  five  different  interests 
with  five  different  marks  on  it,  and  each  of  those  bales — and  there 
are  how  many  classifications,  Mr.  Love,  including  everything? 

Mr.  Love.  Twenty-five  to  forty. 

Mr.  Turner.  Twenty-five  to  forty  grades  in  the  variation  of  sta- 
pies  in  millimeters,  which  makes  it  a  very,  very  difficult  task.     > 

Mr.  Hauoen.  I  thmk  the  same  thmg  would  apply  to  grain.  The 
^ain  that  is  brought  in  is  not  all  exactly  of  that  particular  grade; 
it  may  be  a  little  above  or  below ;  but  it  goes  into  those  particular 
bins — ^No.  1,  No.  2,  or  No.  3,  or  whatever  it  may  be.  Now,  if  this 
standardization  is  to  be  of  any  value  whatever  we  must  have  the 
same  rule  apply  to  cotton.  On  the  question  of  grades,  as  I  under- 
stand it,  the  department  has  fixed  nine  different  grades.  There  ma^ 
be  any  number  of  different  grades  within  each  of  those  grades;  it 
is  just  a  question  of  how  many  grades  the  department  or  the  cotton 
trade  sees  fit  to  fix. 


/ 
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Mr.  Turner.  We  left  it  entirely  to  the  department;  but  I  feel 

auite  sure  that  the  variation  of  prices  is  too  acute,  too  enormous,  on 
iose  minute  portions  that  you  refer  to. 
Mr.  Haugbn.  Yes;  but  the  first  thing  is  to  classify  it,  and  then 

Slace  the  cotton  in  its  proper  place  in  the  proper  class — strict  mid- 
ling  or  whatever  it  may  be.  The  cotton  is  classed,  brought  to  your 
warehouse,  and  put  in  a  certain  compartment  by  itself,  and  all  of 
that  cotton  in  that  particular  storehouse  would  represent  a  certain 
grade,  the  same  as  wheat  which  goes  to  a  certain  bm. 

Mr.  Turner.  I  do  not  think  I  can  agree  with  you  on  that  particu- 
lar point ;  but  I  am  not  sure  that  I  understand  you. 

Mr.  Haugen.  If  I  have  100  bales  of  cotton  it  may  be  of  two  or 
three  different  grades.  I  send  it  to  your  warehouse  and  it  is  graded 
or  classed  by  the  classer.  It  may  be  middling,  strict  middlmg,  or 
any  other  grade.     You  give  me  a  receipt  for  two  bales  of  Srict 

middling,  10  bales  of  this,  10  bales  of  that 

.  Mr.  Turner.  No;  I  would  not  give  you  that  kind  of  a  receipt.  I 
would  give  you  a  receipt  for  1  bale,  as  nearly  every  one  of  those  10 
bales  of  cotton  would  represent  an  individual  planter's  interest, 
possibly. 

Mr.  Haugen.  What  do  you  mean  by  that? 

Mr.  Turner.  If  it  were  numbered — if  I  tagged  it  and  it  were 
marked  "John,"  there  would  be  "John-1,"  "John~2,"  "John-^," 
and  so  forth,  to  illustrate;  and  the  chances  would  be  very  strong 
that  there  would  be  10,  due  to  the  fact  of  each  individual  receipt 
representing  a  different  account,  although  it  might  be  the  same  classi- 
fication, and  one  man  might  want  his  bales  held  and  the  other  man 
might  want  his  sold.  And  while  I  do  not  stand  as  opposed  to  that, 
because  your  minds  may  be  able  to  work  it  out  better  than  mine, 
yet,  from  the  standpoint  of  bunching  cotton  together,  I  do  not  think 
it  would  work. 

Mr.  Haugen.  Then  of  what  value  is  this  standardization  if  you 
are  not  going  to  pay  any  attention  to  the  standardization — ^if  you 
are  going  to  identify  each  bale? 

Mr.  Turner.  I  am  not  competent,  I  think,  to  argue  the  intrinsic 
portions  of  this  bill,  but  the  way  you  are  putting  it  to  me  I  am  free 
to  say  that  if  it  is  intended  to  be  handled  that  way  I  think  it  would 
be  impracticable,  not  because  I  think  there  is  any  reason  why  it 
should  be  impracticable,  but  from  experience  and  what  I  know  of 
the  situation,  if  it  is  the  intention  of  standardization  to  carry  it  on 
in  that  way,  I  can  not-commit  myself  to  the  statement  that  that  is  a 
proper  basis  of  handling  it. 

At  the  same  time  I  did  not  understand  that  to  be  Dr.  Bryant's  in- 
tention. Dr.  Bryant,  as  I  understood  it,  intended  to  standardize 
bales,  to  license  cotton  classers,  and  protect  the  grower,  to  stand  be- 
tween him  and  fraud ;  whereas  now — as  the  gentleman  stated,  but  I 
do  not  state — classifications  of  cotton  are  made  on  fraudulent  repre- 
sentations, and  the  man  who  is  the  purchaser  of  it  does  not  know. 
The  United  States  could  supervise  the  question  of  standards,  the 
issuing  of  licenses,  and  the  classifying  of  cotton,  and  have  that  cot- 
ton identified  at  destination  in  such  a  manner  that  it  could  be  imme- 
diately traced  to  origin — which  can  be  done  and  is  done — ^to  the  very 
gin  where  it  was  ginned,  in  a  very,  very  short  space  of  time. 
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Mr.  Jaoowat.  The  whole  object  of  this  is  to  protect  the  purchaser 
of  the  cotton! 

Mr.  TuBiTEB.  Yes,  sir. 

Mr.  Jagoway.  Suppose  there  is  a  tenant  that  raises  eight  bales  of 
cotton.  He  owes  for  his  store  account,  say,  $15  on  each  one  of  those 
bales.  He  owes  for  the  picking.  He  owes  the  landlord  for  the  rent. 
Then  he  owes  a  lot  of  other  little  accounts.  How  would  you  deal 
with  a  proposition  of  that  kind?  How  would  you  advance  on  that 
so  you  would  give  relief  to  the  little  man — ^not  to  the  man  that  can 
pay  for  the  picking,  not  to  the  man  who  owns  the  land,  but  to  the 
tenant? 

Mr.  Turner.  You  are  diverging  from  this  subject  tipon  another 
question,  are  you  not? 

Mr.  Jaoowat.  You  know,  most  of  the  cotton  of  the  South  is  tenant 
cotton. 

Mr.  Turner.  I  can  not  answer  your  question,  but  I  would  like  to 
know  whether  you  connect  it  in  any  way  with  this  other  inquiry  ? 

Mr.  Haugbn.  I  suggest,  Mr.  Chairman,  that  we  get  through  with 
one  thing  at  a  time.  Let  us  first  take  up  the  standardization  and 
find  out  if  these  people  are  for  the  standardization  of  cotton.  My 
own  understanding  is  this 

Mr.  Jacoway.  I  will  withdraw  the  question  then. 

Mr.  Hauoen.  Mv  understanding  is  that  this  bill  provides  for  the 
standardization  of  cotton,  that  there  may  be  uniform  grades  of 
cotton. 

Mr.  Turner.  Yes,  sir. 

Mr.  Haugen.  And  that  we  may  have  some  one  to  determine  the 
exact  grade  of  that  cotton,  and  the  department  will  issue  licenses  to 
competent  men  to  determine  the  exact  grade  of  that  particular  cot- 
ton, and  when  the  grade  is  fixed  it  may  be  turned  into  the  ware- 
house and  receipted  for  and  placed  by  itself.  Are  you  in  favor  of 
such  legislation? 

Mr.  Turner.  As  a  warehouseman  I  am  not  opposed  to  experts.  I 
neither  buy  nor  sell  a  bale  of  cotton.  But  I  think  that  in  the  interest 
of  cotton  it  would  be  a  very,  very  favorable  act.  Remember  I  am 
not  a  buyer  or  seller  of  cotton.  I  do  not  deal  with  that  commodity 
in  that  respect ;  but  as  an  observer  I  agree  with  you,  sir,  it  would  be 
a  very,  very  good  act  to  pass  for  all  parties  concerned.  If  I  were 
to  address  myself  to  the  different  portions  of  the  bill  as  they  come  up, 
1  probably  could  go  deeper  into  it.  But  as  you  ask  me  as  an  indi- 
vidual, I  think  it  is  one  of  the  best  things  on  these  lines  that  could 

be  passed. 
Mr.  Haugen.  I  ask  you  as  a  warehouseman  if  it  is  practicable  to 

do  that? 

Mr.  Turner.  No  ;  it  is  not  practicable  the  way  you  say 

Mr.  Haugen.  You  would  continue  to  practice  tagging  every  bale 

of  cotton 

Mr.  Turner.  Yes,  sir. 

Mr.  Haugen.  And  to  return  the  same  bale  that  was  turned  in  ! 

IVfi*  Turner   "Yes  sir. 

Mr.  Haugen.  Then,  of  what  value  is  the  standardization  ? 
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Mr.  TuKNEiR.  I  do  not  know.  I  do  not  know  what  the  intention 
of  the  standardization  is,  except  the  way  it  was  propounded  by  Mr. 
Bryant. 

Mr.  Haugen.  You  spoke  of  standardization  into  classes. 

Mr.  Turner.  That  would  be  to  establish  thoroughly  the  difference 
of  opinion  upon  the  kinds  or  grades,  and  say  that  a  bale  of  middling 
was  middling  all  the  way  through,  and  a  farmer  who  produced  a 
middling  bale,  if  anybody  gave  him  the  standard  of  low  middling, 
would  have  recourse  through  the  Government  that  licensed  these  men 
to  get  his  money  back. 

The  Chairman.  I  think  Mr.  Haugen  and  you  probably  are  talking 
at  cross  purposes. 

Mr.  Turner.  I  believe  we  are. 

The  Chairman.  First  of  all,  the  purpose  of  standardizing  the 
grades  is  to  bring  together  the  best  expert  oi)inion  in  the  cotton  trade 
on  the  proposition  as  to  what  a  given  grade  is. 

Mr.  turner.  I  understand. 

The  Chairman.  What  middling  shall  be,  what  strict  middling 
shall  be,  what  ^ood  ordinary  is;  and  once  the  standards  are  fixed 
those  grades  wiU  be  established  at  Memphis,  as  well  as  at  Augusta 
or  Greenville  or  anywhere  else  the  world  over. 

Mr.  Turner.  Yes,  sir. 

Mr.  Haugen.  That  has  been  done  alreu]k  by  the  department. 

The  Chairman.  That  has  been  done,  ifow,  die  next  proposition 
is  the  issuing  of  licenses  to  graders,  who  in  turn  will  say  whether  or 
not  a  bale  oi  cotton  brought  in  by  the  farmer  to  the  local  buyer  is 
middling,  strict  middling,  or  some  other  grade,  in  accordance  with 
the  standard  fixed  by  the  Government.  Now,  those  seem  to  be  the 
two  purposes  involved  in  the  bill. 

Mr.  Haugen.  Now,  then,  those  classers  are  to  determine  the  grade. 
That  is  the  purpose  of  licensing  these  inspectors.  They  are  to  pass 
upon  that  particular  cotton  and  determine  the  exact  graae. 

The  Chairman.  In  other  words,  when  the  farmer  comes  in  with 
the  bale  of  cotton  the  bale  is  sampled ;  the  classer  goes  through  it  and 
looks  it  over,  and  he  says  that  this  bale  analyzes  strict  middling,  good 
ordinary,  or  something  else. 

Mr.  Haugen.  And  he  certifies  to  that,  and  that  is  the  end  of  it. 

The  Chairman.  Exactly. 

Mr.  Turner.  Then  the  Dusiness  of  the  warehousemen  begins,  and 
the  classers'  duty  ceases  forever.  He  has  nothing  more  to  do  with 
that  bale  of  cotton. 

The  Chairman.  That  is  right. 

Mr.  Haugen.  Then  if  either  party  is  dissatisfied  they  may  appeal 

to  the  Secretary  of  Agriculture  to  pass  upon  it 

^  Mr.  Turner.  And  the  man  that  has  committed  the  fraud  is  re- 
lieved of  his  license,  and  can  not  practice  any  more  tactics  of  that 
character  against  the  producer. 

Mr.  Haugen.  Now,  as  a  warehouseman,  that  relieves  you  of  all  the 
responsibility  of  classing  the  cotton  ? 

Mr.  Turner.  Absolutely— though  I  do  not  haye  that  responsibility 
nowj  but  it  does  relieve  everybody  of  such  responsibility. 

Mr.  Haugen.  Now,  here  are  a  thousand  bales  of  cotton  classed  as 
strict  middling.    It  is  offered  to  you  for  storage,  and  you  accept  it. 
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You  put  it  in  a  certain  storeroom,  and  the  owner  receives  a  receipt 
from  you. 

Mr.  TuBNBR.  A  warehouse  receipt. 

Mr.  Haijoen.  So  many  bales  of  cotton  of  a  certain  grade? 

Mr.  TuKNEB.  He  will  receive  a  certificate  from  me,  or  1,000  certi- 
ficates rather,  naming  evei^  bale  of  cotton,  although  they  are  the 
same  ^ade,  for  they  might  belong  to  a  thousand  different  people  and 
one  might  want  to  hold  it  for  a  month,  another  for  a  year,  and  an- 
other want  to  sell  in  10  minutes. 

Mr.  Haugbn.  Why  is  it  necessary  to  issue  a  thousand  certificates 
for  a  thousand  bales  of  cotton  when  they  are  all  identical  one  with 
another? 

Mr.  TuBKER.  They  are  not  identical  except  in  classification;  they 
have  the  variation  of  weight. 

Mr.  Haugen.  But  why  not  issue  a  certificate  for  so  many  pounds  i 

Mr.  TuRNEOL  There  are,  then,  a  thousand  different  ownersnips. 

Mr.  Haugen.  In  this  case  there  is  one  owner 

Mr.  Turner.  If  I  received  a  thousand  bales,  it  might  be  all  good 
middling  and  each  bale  might  contain  500  pounds  exactly,  but  I 
would  have  to  issue  those  receipts  for  the  account  of  the  individual 
for  whom  I  stored  that  cotton  and  to  whom  it  was  billed.  That 
would  be  my  duty  as  a  bailee — ^not  by  the  value  of  the  bale  of  cotton, 
but  by  the  mark — to  issue  it  to  the  man  for  whose  account  it  was 
originally  placed,  and  the  moment  I  had  issued  that  receipt  to  forget 
him.  Because  then  it  woul^  cease  to  be  for  his  account  and  be  for 
the  account  of  the  document  I  would  issue,  which  would  be  a 
negotiable  document,  and  it  would  then  stand  on  the  books  against 
serial  No.  466,  subject  to  the  return  of  that  receipt  properly  indorsed, 
and  the  original  owner  would  have  nothing  more  to  do  with  it. 

Mr.  Haugen.  And  upon  the  surrender  of  that  receipt  you  would 
return  that  identical  cotton  ?    Is  that  the  vlea  ?  « 

Mr.  TuRNisR.  That  is  the  idea. 

Mr.  Haugen.  Why  is  that  necessary?  That  is  what  I  am  trying 
to  get  at. 

Mr.  Turner.  Because  that  is  the  only  legal  way,  in  the  opinion 
of  a  great  many  of  the  best  legal  minds  in  the  country.  That  is  the 
only  le^al  way  of  issuing  the  warehouse  receipts. 

Mr.  HLaugen.  That  is  not  done  with  wheat  or  grain  ? 

Mr.  Turner.  That  is  just  the  point  I  wanted  to  make. 

Mr.  Haugen.  All  No.  2  wheat  is  not  alike ;  it  varies  in  quality. 

Mr.  Turner.  But  you  can  pump  out  of  an  elevator  so  many  bushels 
of  No.  2  wheat,  but  when  you  go  to  pump  out  that  cotton  each  bale 
is  done  up  in  a  separate  package  of  its  own  with  a  different  mark 
on  it  and  belongs  to  a  dinerent  man  and  has  a  different  price.  It 
is  only  by  accident  that  two  bales  have  the  same  price.  I  can  not 
confuse  interests. 

Mr.  Haugen.  It  is  a  question  of  bookkeeping;  that  is  all. 

Mr.  Turner.  I  can  not  agree  with  you. 

Mr.  Haugen.  There  must  be  some  reason  why  that  particular 
bale  of  cotton  should  be  returned  to  the  owner  that  does  not  apply 
to  wheat. 

Mr.  Turner.  There  is  an  absolute  parting  of  the  ways  when  it 
comes  to  the  question  of  grain  and  cotton,  and  for  that  reason  I 
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brought  up  the  subject.    If  I  could  only  be  with  you  gentlemen  on 
the  spot,  I  could  show  you  better  than  I  could  tell  you. 

Mr.  Haugen.  But  it  occurs  to  me  that  when  cotton  is  graded  a 
certain  way  it  would  be  all  of  the  same  quality  and  the  same  value. 

Mr.  Turner.  For  the  same  staple. 

Mr.  Haugen.  The  staple,  like  everything  else,  is  taken  into  con- 
sideration. 

Mr.  .Turner.  But  this  chair,  say,  weighs  500  pounds  and  the  other 
chair  weighs  526  pounds 

Mr.  CuTRER.  The  difference  is  that  wheat  is  fungible  and  cotton 
is  done  up  into  separate  packages.  Cotton  is  an  individual  package 
and  is  not  fungible. 

Mr.  Turner.  If  it  were  like  cotton  and  handled  in  the  same  man- 
ner, you  would  have  to  can  every  bushel  of  your  wheat. 

Mr,  Helgesen.  Out  on  the  Pacific  coast,  I  understand,  they  handle 
their  wheat  in  sacks  of  2^  bushels,  approximately.  Of  course,  the 
^cks  vary  somewhat  in  actual  weight.  The  harvesting  machine  cuts 
it,  thrashes  it,  and  sacks  it.  Every  one  of  those  sacks  has  a  different 
weight,  and  they  are  handled  from  the  producer  to  the  consumer  or 
miller  in  sacks.  Now,  that  wheat  is  graded  in  each  individual  sack, 
and  the  sacks  are  put  in  a  section  of  the  warehouse  where  that  par- 
ticular grade  of  wheat  is  kept,  and  after  that  there  is  no  distinction 
made  in  the  sacks.    Why  could  not  that  be  done  with  cotton  ? 

Mr.  Turner.  For  the  very  reason  I  have  already  stated.  I  believe 
I  have  exhausted  myself  on  that  subject,. although  I  should  be  very 
glad  to  make  it  clear,  if  I  could.  Each  sack  represents,  as  a  rule,  a 
different  interest.  Now,  I  will  assume  I  am  storing  your  grain  in- 
stead of  storing  your  cotton.  You  have  sent  me  20  sacks  of  grain  of 
any  given  classification.  I  give  you  a  warehouse  receipt  for  that 
grain — so  many  pounds,  if  you  are  going  to  deliver  it  by  a  total 
weight.  But  if  you  are  going  to  deliver  those  sacks  by  their  sepa- 
rate weight,  and  each  sack  represents  a  distinct  and  separate  value 
and  a  separate  and  specific  relation  between  the  thrashing  machine 
or  the  farm  on  whicn  it  was  sacked  and  the  purchaser,  I  think  I 
should  be  obliged  under  the  law — I  have  been  so  advised  bj  gentle- 
men from  the  North  who  have  gone  into  the  question — ^to  issue  you 
a  separate  receipt  for  every  sack  of  grain. 

Mr.  HJBLGESEN.  Under  tne  old  system,  I  think  you  are  right;  but 
if  the  new  system  of  standardization  is  one  that  will  give  a  definite 
value  to  every  bale  of  cotton,  I  can  not  see  why  it  could  not  be 
standardized  and  put  into  storage  with  other  Dales  of  the  same 
standard. 

Mr.  Turner.  If  you  standardize  it  and  then  standardize  the  own- 
ership, I  think  you  can  do  it.  But  unless  you  standardize  the  owner- 
ship, I  can  not  agree  with  you.  At  the  same  time,  I  do  not  mean 
to  say  that  it  can  not  be  done.  I  have  a  conviction  on  that  point,  and 
unless  I  can  be  otherwise  informed  I  am  going  to  stand  on  it. 

Mr.  Helgesen.  You  have  the  experience  and  are  in  a  position  to 
give  us  the  information.    That  is  what  we  are  looking  for. 

Mr.  Turner.  I  am  very  glad  to  do  it,  and  I  hc^e  you  gentlemen 
will  feel  I  have  tried  to  do  it.    I  am  using  every  enort  in  my  power. 

Mr.  McKellar.  I  think  I  can  explain  to  the  gentlemen  the  trouble 
they  are  laboring  under.  Mr.  Turner  is  the  head  of  the  largest  cot- 
ton warehouse  in  the  world. 
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Mr.  TuBNSL  The  largest  warehouse  in  the  world. 

Mr.  McKktj.ar.  Just  one  momenta  This  cotton  comes  in  to  Mem- 
phis in  the  fall  of  the  year.  We  have  tliere  what  are  known  as  the 
lactors — a  class  of  merchants  who  lend  to  the  farmers  or  to  the  ten- 
ants on  various  plantations.  This  cotton  is  dipped  in  by  the  tenants 
or  farmers  to  these  merchants  and  stored  in  these  warehouses.  Now, 
manifestly,  these  bales  of  cotton  vary  in  weight.  Some  bales  of  cot- 
ton weign  850  pounds  and  some  400  pounds  and  some  450  pounds. 
They  all  vary  in  weight,  and  practically  all  of  them  vary  in  grade. 

Now,  they  are  all  stored  m  this  warehouse  in  that  form.  The 
factors  have  advanced  money  on  all  of  them,  probably,  and  the  factors 
have  an  interest  in  them,  but  the  farmers  themselves  have  not  yet 
sold  that  cotton. 

Now,  take  Mr.  Love  over  there^  who  is  a  factor.  Mr.  Love  has  40 
bales  sent  in  to  him  this  mormng,  and  he  has  put  them  in  Mr. 
Turner's  warehouse — ^all  of  them  varying  in  weight  and  ^ade.  They 
mav  have  come  from  20  customers.  Now,  in  order  to  give  each  one 
of  his  customers  the  absolute  value  of  his  cotton,  when  it  is  sold,  he 
has  got  to  have  some  plan  of  identifying  each  particular  bale 
of  cotton.  There  is  no  way  in  the  world  around  it.  He  can  not 
put  them  in  hodgepodge,  and  say  that  John  Smithy  a  tenant 
over  there  in  Arkansas^  on  Mr.  Jacoway's  farm,  is  entitled 
to  one  bale  of  cotton.  This  tenant  may  have  sent  in  a  bale  of  ordi- 
nary cotton  weighing  350  pounds.  He  can  not  take  an  average  bale 
of  500  pounds — which  is  an  average  bale — of  middling  cotton  and  sell 
that  for  this  particular  tenant.  He  has  got  to  be  able  to  locate  that 
particular  bale  of  cotton. 

When  the  cotton  is  sold,  then  the  classification,  as  I  understand  it, 
as  provided  for  in  this  bill,  begins  to  take  place.  If  a  cotton,  firm  in 
England — take  McFadden  &  Co.,  the  largest  buyers  in  the  world — 
unoertakes  to  buy  1,000  bales  of  middling  cotton  in  Memphis,  they 
(^  have  it  segregated  and  standardized,  and  the  law  of  standardiza- 
tion will  apply  at  once.  But  the  thing  Mr.  Turner  is  talking  about 
is  the  initial  part  of  it,  where,  in  order  to  do  justice  to  each  and 
every  owner  or  the  cotton,  it  is  impossible  to  have  any  other  method 
of  handling  it  except  to  identify  each  particular  bale  of  cotton  in  the 
warehouse. 

Mr.  Moss.  Does  that  part  of  the  transaction  that  you  are  describ- 
ing involve  any  interstate  commerce? 

Mr.  MgKellab.  Of  course,  Memphis  in  ri^ht  in  the  comer  of  three 
great  States — ^Misdssippi,  Arkansas,  and  Tennessee.  The  most  of 
our  cotton  comes  from  Mississippi  and  Arkansas,  and  that  is  inter- 
state commerce,  incidentally. 

Mr.  Moss.  But  in  a  general  way  the  warehousing  takes  place  be- 
fore it  gets  into  interstate  trade? 

Mr.  McKEiiLAR.  Oh,  surely;  that  is  all  local.  It  is  entirely  local. 
I  think,  Mr.  Turner,  that  is  the  way  it  is  done. 

Mr.  TuKNER.  Yes,  sir ;  I  thank  y ou^  every  much,  for  assisting  me. 

Mr.  H^UGEN.  Mr.  Turner  is  speaking  of  the  present  system.  You 
have  been  referring  to  the  present  system. 

Mr.  McKellab.  i  es^  sir. 

Mr.  Hauoen.  Now,  it  is  proposed  to  change  it.  We  are  now  pro- 
posing to  standardize  cotton.    Why  not  let  the  classifying  take  place 
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at  the  initial  point — ^let  the  cotton  be  standardized  or  graded  before 
it  enters  the  warehouse  and  just  solve  the  whole  difficulty? 

Mr.  McKellar.  The  difference  in  ownership  and  the  difference  in 
weights  would  prevent  that,  Mr.  Haugen. 

Mr.  Helgensen.  But,  Mr.  Haugen,  the  standardization  of  cotton 
does  not  affect  his  warehouse  price  at  all. 

Mr.  Haugen.  Inasmuch  as  it  does  not  enter  interstate  commerce; 
is  that  your  idea? 

Mr.  Helgesen.  Yes. 

Mr.  Haugen.  But  the  cotton  can  be  classed  by  mutual  consent. 

Mr.  Helgesen.  But  still  each  bale  will  have  a  different  value,  and 
it  can  not  be  warehoused  like  wheat.  As  I  understand  it,  a  ware- 
houseman of  cotton  is  in  the  same  situation  as  if  he  had  warehoused 
horses  or  cattle.  If  a  man  put  in  100  horses,  he  would  have  to  get 
the  individual  horses  and  not  some  other  horses. 

Mr.  Haugen.  Would  you  apply  that  to  wheat  or  barley? 

Mr.  Helgesen.  Not  at  all.  A  bushel  of  No.  2  wheat  is  worth  a 
bushel  of  No.  2  wheat. 

Mr.  Haugen.  Yes,  sir ;  and  100  pounds  of  strict  middling  is  worth 
100  pounds  of  strict  middling,  wherever  you  put  it 

Mr.  TuKNER.  But  a  bale  of  strict  middling  is  not  alwj^  worth 
a  bale  of  strict  middling. 

Mr.  Haugen.  But  it  is  easy  to  find,  if  one  bale  weighs  512  pounds 
and  another  weighs  510;  you  add  the  two  and  you  have  1,022  pounds. 

Mr.  Turner.  But  the  fellow  that  owns  a  $510  horse  is  going  to 
make  a  kick  to  Mr.  Love  if  he  soes  and  averages  up  the  two  horses. 

Mr.  Haugen.  But  under  this  oill  the  horse  will  be  valued  at  $510. 
It  is  not  possible  to  standardize  horses,  while  we  do  think  it  is  pos- 
sible to*  standardize  cotton. 

Mr.  Turner.  I  believe  it  is.  I  am  simply  defining  the  warehouse 
situation  as  it  is.  I  am  quite  sure  that  it  could  be  done;  but  on  that 
particular  feature  you  are  speaking  about  I  am  prepared  to  commit 
myself,  simply  as  an  individual,  that  that  can  not  be  done  legally. 

Mr.  Anderson.  What  do  you  mean  when  you  say  it  can  not  be 
done  legally?    Under  what  laws? 

Mr.  Turner.  The  laws  of  the  State,  I  am  advised  by  the  attorney, 
permit  us  to  issue  a  one-bale  receipt  or  identification;  and  I  have 
been  advised  as  to  that  by  the  lawyers  of  some  of  the  principal 
northern  banks. 

Mr.  Anderson.  Of  course,  ^that  would  only  apply  to  a  business 
within  the  State.  Your  State  could  not  pass  a  law  which  would 
affect  interstate  commerce. 

Mr.  Turner.  I  do  not  suppose  it  could. 

Mr.  Helgesen.  Who  would  take  any  other  kind  of  receipt? 

Mr.  Turner.  Some  do  even  now,  but  I  do  not  think  any  of  the 
banks  now  are  taking  anything  but  the  individual  receipts. 

Mr.  Helgesen.  If  they  took  a  receipt  for  100  bales  of  cotton,  they 
might  get  cotton  not  worth  half  as  much  money  as  was  put  on  it. 
You  do  not  standardize  the  bale;  you  standardize  the  cotton;  the 
bales  vary. 

Mr.  Turner.  The  gentleman  over  there  asked  me  a  question.  I 
would  be  glad  to  hear  from  him  now,  because  I  did  not  answer  his 
question. 
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Mr.  Jac»wat.  My  question  was  this:  A  great  per  cent  of  the  cot- 
ton produced  in  the  South  is  tenant  cotton.  Say  a  tenant  has  eight 
bales  of  cotton.  He  owes  his  landlord;  he  owes  his  store  account; 
he  owes  the  doctor;  he  owes  for  the  ginning  of  the  cotton. 

Mr.  TuBNER.  Yes,  sir. 

Mr.  Jacoway.  Now,  under  your  theory,  how  is  this  going  to  help 
him? 

Mr.  Turner.  If  he  wants  to  send  me  his  bale  of  cotton  consigned 
to  John  Brown,  we  will  consider  that  tenant's  name 

Mr.  Jacowat.  How  can  he  send  it  to  you  when  there  is  a  mortgage 

on  it! 

Mr.  Turner.  Then  the  man  that  has  a  mortgage  on  it  will  send  it 
to  me.  He  has  to  deliver  the  bale  to  the  man  that  has  the  mortgage 
on  it.  Maybe  it  is  mortgaged  to  the  gentleman  from  Clarksville 
seated  ri^t  next  to  you.  If  he  has  a  mortgage  on  it,  and  he  sends 
it  to  me,  X  will  give  him  a  warehouse  receipt,  because  I  do  not  know 
anything  of  the  affairs  between  Mr.  Brown  and  himself.  He  owes 
him  some  money,  and  has  given  him  the  bale  instead  of  the  $15. 

As  soon  as  that  cotton  comes  to  me  properly  billed  by  the  railroad 
from  the  gentleman  from  Clarksville,  I  will  send  him  by  registered 
mail  a  warehouse  receipt,  either  payable  to  bearer,  subject  to  the  re- 
turn of  the  receipt,  so  that  it  may  become  legal  tender  to  be  spent  in 
the  Clarksville  stores,  or  to  order,  which  makes  it  negotiable,  and 
then  he  will  have  to  settle  his  account  with  you.  The  man  that  sends 
the  bale  of  cotton  to  me — ^I  know  nobody,  so  far  as  I  am  concerned, 
but  the  bale  that  comes  to  me  in  that  man's  name.  I  can  not  go  a 
step  beyond  thiat. 

Mr.  Jacoway.  All  this  is  on  the  theory  of  keeping  cotton  from 
being  sacrificed.  Do  you  not  think  a  man  who  had  a  mortgage  on 
a  bale  of  cotton  would  take  the  benefit  of  this  theory  you  have  given 
and  take  the  profit  instead  of  letting  the  tenant  have  it? 

Mr.  Turner.  I  really  do  not  know  about  that.  To  destroy  con- 
fidence in  business  would  destroy  a  very  large  part  of  it.  I  am 
only  speaking  from  a  warehouse  standpoint.  I  only  know  that  bale 
came  to  me  m  the  name  of  John  Brown.  I  issued  my  receipt  to 
John  Brown — ^which  became  my  duty — ^and  after  that  receipt  leaves 
my  hands  I  do  not  know  John  ferown ;  I  know  that  receipt. 

The  laws  of  every  State,  I  believe,  cover  the  point  of  whether  John 
Brown  has  the  right  to  hypothecate  that  receipt  in  the  bank,  and  I 
think  the  laws  of  every  State  entitle  John  Brown  to  hypothecate  his 
warehouse  receipt  to  the  extent  of  his  equities,  and  if  he  goes  beyond 
the  equities  I  think  it  is  stated  that  he  commits  a  crime. 

The  Chairman.  As  a  matter  of  fact,  your  warehouse  receipts 
around  Memphispass  almost  as  money ? 

Mr.  Turner.  Yes,  sir.    I  was  going  to  touch  upon  that. 

Mr.  MgEIellar.  Mr.  Turner,  won't  you  give  to  the  committee  just 
to  what  extent  Memphis  is  a  cotton  market;  how  much  of  the  crop 
is  made  within  a  given  radius  of  Memphis? 

Mr.  Turner.  The  entire  crop  of  the  United  States,  we  will  assume, 
is  14,000,000  bales.  The  area  of  growth  of  that  crop  is  from  the 
Bio  Grande  to  Virginia  and  from  the  Gulf  of  Mexico  to  the  Mason 
and  Dixon  line.  Taking  Memphis  as  a  center  and  drawing  a  circle 
aronnd  150  miles  from  Memphis,  Tenn.,  there  are  over  2,000,000 
bales  of  that  crop  grown  in  that  circle.    Take  the  large  State  of 
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Texas,  take  all  of  these  large  areas,  and  I  would  not  be  surprised  if 
ou  investigated  the  matter  very  thoroughly  you  would  fina  that  of 

St  year's  14,000,000  bales  2,500,000  bales  were  grown  within  150 
miles  of  Memphi& 

Mr.  McKellab.  Now,  Mr.  Turner,  will  you  state  how  much  of 
this  cotton  is  warehoused  in  the  Memphis  Terminal  Co.'s  warehouse 
there  in  Memphis,  the  receipts  of  which  circulate  virtually  as  money 
in  Memphis! 

Mr.  Turner.  I  will  give  you  the  actual  receipts  of  our  plant  for 
1918-14,  the  season  that  closes  the  81st  da^  of  August.  We  re- 
ceived 439,874  bales,  or  practically — if  you  will  allow  me  to  use  that 
figure — ^half  a  million  bales. 

Mr.  McK]ellar.  And  the  receipts  you  issue  in  the  way  you  de- 
scribe circulate  virtually  as  money  throughout  that  district? 

Mr.  Turner.  Not  only  in  Memphis  but  in  many  of  the  towns  con- 
tiguous to  Memphis.  Soj  I  think,  I  can  safely  say  that,  eliminating 
the  factor  and  the  commission  merchant.  I  have  dealt  directly  with 
some  40,000  planters  and  producers  who  nave  eliminated  every  other 
feature  but  taking  my  receipts  and  hypothecating  them  locally  or 
using  them  to  pay  debts. 

Mr.  Anderson.  If  these  certificates  are  used  to  pay  debts,  at  what 
value  do  they  circulate? 

Mr.  Turner.  They  circulate  on  the  judgment  of  the  cotton  ex- 
changes on  the  price  of  middling  cotton.  iSie  price  is  predicated  on 
the  price  of  middling. 

Mr.  McEIellar.  Will  you  explain  just  the  method  by  which  the 
actual  money  is  obtained  on  these  receipts? 

Mr.  Turner.  I  will  explain  that,  and  I  think  it  will  probably  en- 
lighten these  gentlemen  on  that  subject.  If  you  will  permit  me,  I 
would  like  to  submit  right  here  the  modus  operandi  in  writing,  and 
the  accompanying  warehouse  receipts. 

The  Chairman.  Without  objection,  we  will  make  that  a  part  of  the 
record. 

Mr.  Haugen.  Does  this  state  the  number  of  pounds  to  the  bale  ? 

Mr.  Turner.  There  is  a  place  for  it. 

Mr.  Haugen.  But  you  never  insert  it? 

Mr.  Turner.  I  never  insert  it  unless  I  am  told  to  and  paid  for  it. 
I  have  to  get  paid  for  the  weighing,  which  is  a  very  nominal  sum. 

(The  documents  here  submittedoy  Mr.  Turner  are  as  follows:) 

[Memphis  Terminal  Corporation,  Memphis,  Tenn.] 

E2XHIBIT  A. 
FACTORS    OZnS-BALE    WEREHOUSE    RECEIPT. 

John  Doe  place  their  cotton  on  storage  with  the  Memphis  Terminal  Corpora- 
tion. 

Their  cotton  is  stored  in  section  L  and  is  received  and  delivered  on  the  courts 
south  and  north  of  section  L. 

Their  cotton  is  handled  by  bonded  employees  of  the  Memphis  Terminal  Ck>r- 
poration. 

Every  bale  that  reached  section  L  for  account  of  John  Doe  Is  checked  by  the 
inbound  department  of  the  corporation  and  properly  recorded. 

Every  bale  taken  from  section  L  is  checked  by  the  collateral  department,  all 
bonded  men,  before  leaving  the  delivery  court  of  section  L.  It  is  again  checked 
br  the  compress  department  on  receipt  at  the  compresa 
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All  cotton  is  checked  and  all  marks  on  the  bale  are  recorded  on  receipt  of 
«acli  bale  and  a  one-bale  warehouse  receipt — that  represents  the  tag  number  and 
the  entire  mark  on  the  identical  bale — Is  issued  to  John  Doe. 

A  one-bale  receipt  is  issued  to  John  Doe  as  above  for  every  bale  received  for 
their  account.     For  sample  see  CGC  No.  5695  receipt. 

It  necessarily  follows  that  not  a  single  bale  can  be  delivered  for  John  Doe 
without  the  return  of  the  receipt  representing  the  identical  bale  desired  de- 
livered. 

Wh^i  the  receipts  are  delivered  to  John  Doe,  document  No.  7  or  No.  6  is 
signed  by  John  Doe. 

The  Memphis  Terminal  Corporation  is  furnished  signatures  by  John  Doe, 
as  per  document  No.  3. 

When  an  order  for  delivery  is  issued,  each  bale  is  specified  separately  as  the 
bale  to  be  delivered ;  and  with  the  order  for  delivery,  and  attached  thereto,  is 
the  identical  receipt  for  each  and  every  bale  mentioned  in  the  order. 

These  orders  for  delivery,  with  attached  warehouse  receipts,  are  delivered  to 
our  main  office  uptown  and  receipted  for,  as  per  document  No.  6,  and  each  re- 
ceipt checked  against  each  bale  desired  to  be  delivered.  If  correct,  the  order 
and  receipts  are  sent  to  the  plant  in  locked  mail  bags  and  again  checked  by  our 
bonded  representative  there.  If  found  correct  the  second  time,  the  order  to  be 
delivered  is  stamped  as  document  No.  4  indicates. 

The  cotton  then  is  delivered  to  the  buyer,  the  receipts,  properly  canceled,  are 
restored  in  the  original  book  to  its  correflponding  carbon  copy,  and  pasted  back, 
for  reference  at  any  time. 

ESXHIBIT  B. 
BECEIPT9  ISSUED  TO  BtJYEBS. 

After  cotton  has  been  sold  by  a  factor  to  a  bujrer  the  Memphis  Terminal  Cor- 
poration is  ordered  to  take  charge  of  the  cotton  by  the  purchaser  or  buyer,  as 
per  document  00. 

As  soon  as  the  cotton  is  checked  by  mark  and  counted,  two  characters  of  re- 
ceipts are  issued — the  one-bale  receipt,  if  desired  (see  No.  11),  or  the  block 
receipt  if  more  than  one  bale  (see  No.  12). 

These  receipts  hold  the  cotton  subject  to  the  return  of  the  receipt,  properly 
indorsed.  The  cotton  is  held  for  the  account  of  the  receipt  that  has  been  issued 
for  it  until  this  receipt  is  returned. 

The  holder  of  the  receipt  wishes  to  ship  his  cotton ;  he  returns  his  warehouse 
receipt  and  exchanges  it  for  a  clearance  (see  No.  10),  which,  by  our  contractual 
relations  with  the  carriers,  enables  him  to  secure  his  B/L,  which  the  railroads 
exchange  for  the  clearance  we  issue  in  exchange  with  the  holder  for  the  ware- 
house receipts. 

The  clearances  are  then  sent  us  by  the  railroad  (whose  agents  by  contract 
with  the  railroads  we  become)  as  soon  as  B/L's  are  signed  on  our  clearances, 
and  we  are  then  ordered  to  ship  this  cotton  by  the  railroads  in  accordance  with 
the  B/L  they  have  issued. 

Beceipts,  both  EiXhibits  A  and  B,  are  the  same  legal  value,  but  the  different 

methods  ot  handllug  the  cotton  employed  by  the  factor  and  the  buyer  makes 

it  necessary  for  the  proper  conduct  of  the  business  of  each  that  the  receipt 

shall  be  handled  in  the  manner  as  above.    Any  other  method  would  install 

substitution  and  would  be  dangerous  from  the  banking  standpoint  to  hold  as  gilt- 

edge  collateral. 

Memphis  Terminal  Cobpobation, 
By  W.  G.  TuBNEB,  Vice  President. 
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CCC  No.  6©95. 
negotiable  one-rai^  wabehouse  beceipt. 

Memphis,  Tenn.,  5/i,  191  i. 
Received   by  the  Memphis  Terminal  Corporation,  at  New  South  Memphis, 
fr^mT^for  account  of  John  Doe,  stored  in  warehouse  L,  section  No.  650  to  680, 
l^SaSlTe,  or  courts,  one  bale  of  cotton,  in  good  order  and  condition,  except  as 

noted« 


866 


UNIFORM   STANDARDS  FOR  COTTON. 


The  below-described  one  bale  of  cotton  Is  held  on  storage  and  will  be  delivered 
1o  the  order  of  said  John  Doe  only,  upon  the  return  of  this  receipt,  properly 
indorsed,  and  the  payment  of  all  charges  for  storage,  labor,  etc.,  as  may  have 
accrued  under  the  current  tariff  of  this  company  up  to  and  including  the  date 
of  the  return  of  this  receipt.  We  are  not  responsible  for  loss  by  Are,  acts  of 
Providence,  natural  shrinkage,  old  damage  that  may  be  concealed.  Charges  fol- 
low the  cotton. 


Marks. 

ONE 
BALE  OF 
COTTON. 

Weight. 

Condition. 

J.H.M./T486. 

Memphis  Terminal  <3obfobation. 
By 

(Document  No.  7,  above  referred  to:) 

Memphis  Terminal  Gobpobation. 

Memphis,  Tenn., ,  191— 

Received  from  Memphis  Terminal  Corporation  negotiable,  one  bale  warehouse 
receipts  covering bales  of  cotton  tag  No. to  tag 

No. ,  inclusive. 


By 

(Document  No.  5,  above  referred  to:) 

Memphis  Terminal  Ck)BFOBATioN. 

Memphis,  Tiwn.* ,  191 

Received  from  Memphis  Terminal  Ck>rporation  negotiable  1-bale  war^ome 
receipts  as  below,  covering bales  of  cotton  rejected  in  order  No. 


No.  wnrehooM 
receipt. 

No.  warehouse 

No.  warehouse 
receipt. 

No.  warehouse 
receipt. 

No.  warehouse 
receipt. 

No.wirehon9e 
receipt. 

•••••* ••••!••• 

(Document  No.  3,  above  referred  to:) 

Memphis,  Tenn., i 

Memphis  Terminal  Ck>BPORATiON, 

City. 

Qentlemrn  :  Below  please  find  the  names  and  the  signatures  of  those  who 
are  authorized,  until  you  are  otherwise  notified,  to  indorse  negotiable  warehouse 
receipts  and  clearances  issued  by  yourself  for  our  account: 

Mr. will  sign 

Mr. will  sign ! 

Mr. .' will  sign 

Mr. will  sign 

Mr. will  sign 

Mr. will  sign 

Yours,  truly, 


This  form  must  be  signed  by  one  who  holds  power  of  attorney. 
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ft 

(I>ocuinent  No.  6,  above  referred  to:) 

Memphis  Terminal  Gobpobation. 

Memphis,  Tenn., ,  191 — 

Received  of ,  warehouse  receipts 

coveriofi^ bales  of  cotton,  orders  Nos. B/C. 

Memphis  Terminal  Cobpobation, 
By 

(Stamp  No.  4,  above  referred  to:) 

Warehouse  receipts  surrendered 
Memphis  Terminal  Corporation. 
By 

(Document  No.  00  above  referred  to:) 
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872  nmFOBM  stakdabdb  fob  oottok. 

Mr.  Jacowat.  How  long  would  this  cotton  have  to  be  kept  in  the 
warehouse,  as  a  general  rule? 

Mr.  TuBNER.  I  will  give  you  that  very  definitely.  I  have  handled, 
as  I  say,  500,000  bales  of  cotton,  and  my  peak  load  was  carried  the 
12th  day  of  last  January,  which  was  236,000  bales  at  one  time.  And 
the  way  cotton  is  held  has  changed  in  the  last  25  years.  It  used  to  be 
we  would  use  the  room  three  times  or  four  times.  But  the  manipula- 
tion of  the  receipt  has  enabled  people  to  hypothecate  these  receipts 
and  hold  the  commodity  against  them,  and  tne  result  is  that  I  hold 
nearly  half  the  entire  receipts  of  my  place  at  one  time. 

Mr.  Jacowat.  What  would  the  insurance  per  bale  be,  as  a  general 
rule? 

Mr.  Turner.  That  varies.  We  have  the  distinction  of  having  the 
cheapest  insurance  in  the  world. 

Mr.  Jacowat.  About  how  much  is  it,  approximately? 

Mr.  Turner.  It  is  held  in  the  low-rate  warehouses — sprinkled 
warehouses — at  20  cents  per  $100  value  for  one  year,  so  that  a  bale 
of  cotton  is  held  in  my  warehouses  for  one  year  at  10  cents. 

Mr.  Jacowat.  What  would  the  brokerage  be  ? 

Mr.  Turner.  I  do  not  know. 

Mr.  Jacowat.  What  would  the  other  overhead  charges  be?  In 
other  words,  I  am  trying  to  get  at  what  it  would  cost  to  hold  a  bale 
of  cotton  the  length  of  tmie  you  think  it  ought  to  be  held. 

Mr.  Turner.  Here  are  the  tariffs  of  the  Memphis  Terminal  Cor- 
poraticm.^  And  I  want  to  say  this  to  you  gentlemen,  in  answer  to 
the  question,  that  in  this  crisis  those  records  will  not  be  changed. 

(The  document  here  submitted  by  the  witness  is  as  follows:) 

Tabot  Memphis  Tebminai.  Gobpobation,  Season  of  1914  and  1015. 

(Any  or  aU  charges  In   this  tariff  are  sabject  to   change   wlthoat  notice.    BffectlTe 

Sept.  1,  1914.] 

F,  o,  6.  or  cotton  sold  to  ^arrive  subject  to  6uycr'«  inapectiofL 

0HABOE8. 

Note. — ^The  term  f.  o.  b.  or  cotton  sold  to  arrive,  and  f.  o.  b.  restored  cot- 
ton, wiU  be  considered  to  apply  only  to  cotton  as  purchased  elsewhere  to  be  de- 
livered f.  o.  b.  or  to  arrive  Memphis,  for  concentration,  substitution,  assem- 
bling, or  buyer's  inspection.  No  other  character  of  cotton  will  be  considered  as 
such  and  handled  under  the  charges  enumerated!  under  this  heading. 

Cents. 

1.  Receiving  uncompressed  cotton  from  drays,  or  unloading  from  cars,  and 

ranging  same  for  weighing,  classing,  marking,  tagging,  etc.,  including 
sampling  and  marking  at  time  it  is  received  (if  desired)  and  12  days 
free  storage,  per  bale lO 

2.  Receiving  compressed  cotton  from  drays^  or  unloading  from  cars,  and 

arranging  same  for  weighing,  marking,  tagging,  etc.,  loading  same 
on  cars  or  drays  when  ready  to  go  forward,  including  sampling  and 
marking  at  time  it  is  received  (if  desired)  and  12  days'  free  storage, 

per  bale 32} 

Weighing  at  time  it  is  received,  per  bale 5 

•   Arranginig  and  weighing  at  a  time  other  than  when  received,  per  bale.  10 

Note. — Items  Nos.  1  and  2  will  include  marking  when  press  is  furnished, 
duplicate  marking  lists  in  numerical  order  within  72  hours  from  time  cotton  ta 
received.  After  expiration  of  72  hours  cotton  will  be  set  aside  and  secoiul 
handling  charges  applied. 

Note. — ^When  f.  o.  b.  cotton  has  been  nuiidled  as  above  and  negotiable  one 
bale  war^ouse  receipts  have  been  issued  for  part  of  a  lot,  that  part  will  be  con- 
sidered as  f.  o.  b.  restored  cotton,  and  charged  for  accordingly  (see  p.  4).    Thm 
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remaining  part  will  be  considered  as  ship-marked  cotton  and  charged  for  accord- 
ingly (aee  p.  5). 

NoTB. — Ab  items  Nos.  1  and  2  are  charged  for  on  the  basis  of  one  direct 

handling,  therefore  the  presses  will  have  to  be  notified  in  writing  before  the 

arrival  of  the  cotton  of  its  being  f.  o.  b.  or  cotton  sold  to  arrive,  otherwise  it 

win  be  set  aside  and  "second  handling"  charge  will  be  made  and  collected 

when,  tills  cotton  is  ordered  arranged  for  working. 

Centi. 

Second  handling  and  each  subsequent  handling,  per  pale 6 

Reflampling,  per  bale 10 

Marking  (by  tag  numbers),  per  bale 10 

F.  0.  h.  restored  cotton. 

BSCEIVING,  STOBAGE,  AND  UNIX)ADINO  GHABGES  ON  F.  O.  B.  BE8T0BID  COTTON  OB 
COTTON  FOB  WHICH  NEOOTIAHLE  ONE-BALE  WABEHOUSE  BECEIPT6  ABE  ISSUED 
AFTEB  F.  O.  B.  INSPECTION. 

Storage  on  unconlpressed  cotton  received  at  the  compresses  for  account  of 
buyers  or  others  by  brand  mark,  tag  numbers,  or  other  marks,  for  concentra- 
tion or  f.  o.  b.  inspection,  including  unloading  from  cars,  lining  out,  sampling 
at  time  it  is  received,  and  to  be  subsequently  ordered  out  by  single  bales  to  be 
re-marked,  will  be  considered  as  f.  o.  b.  restored  coton  and  charged  for  ac- 
cordingly. 

Cents. 

Storage  for  the  first  month  or  fractional  part  thereof,  per  bale 20 

Note. — ^Thirty  days  will  be  considered  one  month. 
Extra  storage  for  each  succeeding  month  or  fractional  part  thereof,  per 

bale 10 

Weighing  at  time  It  is  received,  per  bale 5 

Arranging  and  weighing  at  a  time  other  than  when  received,  per  bale 10 

Note. — ^Loading  out  cotton  uncompressed  or  delivering  to  drays,  per  bale 20 

Loading  out  linters  uncompressed  or  delivering  to  drays,  per  bale 5 

Compressed  cotton,  when  received  already  compressed  at  the  compresses, 
as  f.  o.  b.  restored  cotton,  storage  charges  same  as  above  enumerated 

plus  a  loading  cliarge,  per  bale 20 

Weighing  charges  same  as  above. 

Applying  special  tags  when  furnished  by  shipper,  per  bale 1 

Each  subsequent  lining  out,  per  bale 5 

Resampling,  per  bale 10 

Note. — ^Buyers  desiring  to  handle  local  cotton  on  negotiable  1-bale  warehouse 
receipts  by  tag  numbers  will  be  charged  as  enumerated  above.  Trolley  service 
to  f.  o.  b.  department  extra. 

Note. — ^Buyers  will  be  immediately  notified  on  the  arrival  of  t  o.  b.  cotton^ 
sold  to  arrive,  or  f.  o.  b.  restored  cotton,  and  72  hours  after  date  of  notifica- 
tion will  be  allowed  for  working  same  by  the  buyer ;  the  press  then  reserves  the 
right  of  "setting  this  cotton  aside,"  and  "second  handling  charge"  will  be 
made  and  collected  when  this  cotton  is  arranged  for  working. 

RECEIVING,  BTOBAGE,  AND  LOADING  CHABQES  ON   8HIP-MABKED  COTTON,  FOB  WHICH 

BLOCK  WABEHOTJSE  BECEIPTS  ABE  ISSX7ED. 

Storage,  for  the  first  12  days,  free. 

Note. — ^This  free  storage  time  of  12  days  carries  with  it  the  permission  of 
compressing  the  cotton  at  our  option. 

When  the  cotton  has  been  compressed  the  shipper  becomes  responsible  for 
the  compression  charge,  if  this  cotton  is  ordered  shipped  flat  or  hauled  by 

Centi» 
If  cotton  is  ordered  held  in  the  flat  form,  storage  will  be.  charged  and 
collected  from  the  date  of  receipt,  if  not  ordered  shipped  on  the  day 

received,  per  bale 20 

Tt^oTE. ^Loading  out  cotton,  uncompressed,  or  delivering  to  drays,  per  bale..  20 

Loading  out  linters,  uncompressed,  or  delivered  to  drays,  per  bale 5 
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Centi. 

Note. — Compressed  cotton :  The  handling  charge  on  cotton  that  is  received 
already  compressed,  includes  loading  on  cars  or  drays  when  ready  to  go 
forward  and  12  days  free  storage,  per  bale S2i 

Storage  (to  start  on  the  13th  day)  :  For  first  month  or  fractional  part 

thereof,  per  bale 2D 

Note. — Thirty  days  will  be  considered  as  1  month. 

Extra  storage  for  each  succeeding  month  or  fractional  part  thereof,  per  bale.  10 

Special  note. — The  handling  and  loading  charges  on  compressed  cotton,  when 
received  already  compressed  at  the  compresses,  will  be  billed  to  the  original 
owner  on  issuance  of  warehouse  receipt 

SPECIAL   SPECIFIC   CHABOEB. 

At  south  Memphis  plant,  trolley  service,  per  bale  12)  cents. 

Note. — This  specific  charge  applies  only  to  cotton  as  enumerated  on  page  5 
under  the  heading  of  ship-marked  cotton. 

Note. — When  cotton  is  ordered  arranged,  when  sold  to  another  buyer  for  the 
purpose  of  sampling,  marking,  remarking,  classing,  tagging,  or  for  any  purpose 
whatever,  and  the  date  has  been  mutually  agreed  upon  by  the  party  ordering 
the  service  and  the  Memphis  terminal  corporation,  48  hours  after  delivery  has 
been  completed,  will  be  allowed  the  seller  and  receiver  to  work  same. 

For  first  day  and  each  succeeding  day,  after  the  expiration  of  48  hours,  a 
charge  will  be  made  and  collected  for  each  day,  or  fractional  part  thereof, 
per  bale,  15  centa 

COMPBBS8ION  CHAB0B8. 

Cents. 

€k>mpressing  (per  hundredweight) 10 

Re^mpresslng,  per  bale 50 

Rebanding  (compressed  cotton  by  hand),  per  bale 20 

Note. — When  bands  are  broken  off  for  conditioning  cotton,  or  for  any  other 
purposes,  and  it  is  not  practical  to  reband  this  cotton  by  hand,  so  as  to  produce 
the  required  density  demanded  by  carriers  of  22)  pounds  per  cubic  foot,  the 
coton  will  be  recompressed  and  charged  for  at  above  rate  for  recompresslng. 
"Extra"  bands  (when  ordered  by  shipper),  each,  5  cents. 

Note. — When  cotton  has  been  compressed  with  the  usual  number  of  bands, 
and  subsequently  ordered  compressed  with  extra  bands,  the  charge  for  recom- 
pression in  addition  to  the  charge  for  extra  bands,  will  be  made. 

Resewing  heads,  per  bale,  3  cents. 

Note. — All  bagging  originally  received  on  bales  will  be  applied  to  each 
indent  leal  bale  when  compressed. 

Note. — We  will  not  be  responsible  for  the  proper  covering  of  cotton,  as  Is 
required  by  the  United  States  law,  as  the  cotton  Is  compressed  with  the  original 
covering  furnished  us  on  it. 

Note. — All  cotton  will  be  distinctly  branded,  after  compression,  without  extra 
charge. 

BAGGING  CHARGES. 

Note. — All  bagging  charges  will  be  billed  and  collected  monthly  and  will 
be  charged  against  the  original  owner  of  the  cotton. 

Note. — Should  cotton  change  ownership  prior  to  being  compressed  or  when 
cotton  is  ordered  held  flat,  and  changes  ownership  prior  to  being  ordered  shipped 
compressed,  the  warehouse  receipts  properly  indorsed,  indicating  this  change 
of  ownership,  should  be  presented  at  the  compress  office  at  plant,  so  the  records 
may  be  changed  accordingly,  otherwise  the  cotton  will  be  compressed*,  patched, 
and  billed  according  to  the  instructions  of  the  original  owner. 

Note. — When  cotton  Is  compressed  and  patched  according  to  original  owners 
Instruction,  and  subsequently  sold  to  another  shipper  who  patches  his  cotton 
with  a  greater  number  of  pounds  of  patching,  should  this  owner  order  a 
greater  number  of  pounds  of  patching  placed  on  this  cotton,  it  necessitates  the 
recompression  of  the  cotton;  the  charge  of  recompression  will  be  made,  plus 
the  charge  for  the  additional  number  of  pounds  of  bagging  ordered. 


UKIFOBM  STANDABD6  FOB  COTTON.  875 

Cents. 

Patching  cotton  with  bagging  when  furnished  by  shipper  and  patches  are 
cut  ready  for  applying: 

Placed  on  one  side 2 

Placed  on  two  sides 3 

(This  Includes  handling  and  storage  of  the  bagging.) 
Patching  cotton  with  bagging  when  bagging  is  furnished  by  shippers,  not 

cut,  ready  for  applying 4 

(This  includes  cutting,  handling,  and  storage  of  the  bagging.) 

Osnabnrg  strips,  applying  at  time  of  compressing,  each  bale 2 

Sewing,  Osnaburg  strips  on  compressed  cotton,  each  bale 6 

Charges  for  furnishing  and  applying  '*  Secondhand  bagging  " :  Cents. 

2  pounds  average  placed  upon  each  bale 9 

3  pounds  average  placed  ui)on  each  bale 12 

4  pounds  average  placed  upon  each  bale 16 

5  pounds  average  placed  upon  each  bale 19 

Charges  for  furnishing  and  applying  ''  New  bagging  " : 

2  pounds  average  placed  upon  each  bale 16 

2i  pounds  average  placed  upon  each  bale 18 

3  pounds  average  placed  upon  each  bale 20 

31  pounds  average  placed  upon  each  bale 22 

4  pounds  average  placed  upon  each  bale 24 

5  pounds  average  placed  upon  each  bale 80 

Note. — ^As  all  export  cotton  marked  on  the  original  covering  or  mesh  bag- 
ging patches  will  he  classed  by  the  maritime  inspection  bureau  "  (Covering  in- 
sufficient to  retain  marks,"  the  Memphis  Terminal  (Corporation  is  prepared  to 
furnish  a  marking  patch  of  best  quality  to  be  placed  on  the  bale  at  time  of 
compression,  which  is  being  accepted  by  maritime  bureau  at  all  porta 

Charges  for  furnishing  and  applying  this  patch,  each  bale,  5  cents. 

EZTBA  CHABGES. 

(When  ordered  executed.) 

Segregation  charge  for  picking  out  cotton  by  specific  numbers,  per  bale,  10 

cents. 

Note. — ^This  charge  is  intended  to  apply  to  cases  where  the  compress  is  called 
upon  to  take  from  solid  marks,  specific  bales,  either  for  assorting,  weighing, 
sampling,  loading,  etc. 

Branding,  one  time,  per  bale,  1  cent. 

Note. — ^dnds  charge  is  based  on  the  use  of  one  brand.  If  the  compress  is 
ordered  to  mark  cotton  with  a  number  of  marks  on  each  bale,  that  necessitates 
the  use  of  more  than  one  brand,  an  additioanl  charge  for  each  brand  will  be 
made,  each  bale,  1  cent. 

OHANOnrO  MABKS. 

Note. — ^Buyers  desiring  to  change  marks  on  cotton  that  is  on  storage  and  in 
onr  custody,  will  be  obliged  to : 

First.  Surrender  the  original  receipt  for  cancellation. 

Second.  Order  the  delivery  of  cotton. 

Third.  The  press  will  then  regularly  deliver  this  cotton  to  them  to  be  handled 
by  them  as  they  choose. 

Fourth.  Under  no  circumstances  will  others  than  employees  of  the  Memphis 
Terminal  CJorporation  be  allowed  to  handle  or  disturb  cotton  in  their  custody, 
and  for  which  the  Memphis  Terminal  Corporation  is  responsible. 

Charge  for  this  delivery,  per  bale,  6  cents. 

BEFEBEI7CE  TO  MASKING  COTTON. 

Marking  cotton  by  tag  numbers :  ^*°!i 

S^regation,  per  bale IJ 

Marking,  per  bale 1 

Tjfi/nL ^Wben  a  solid  mark  is  ordered  split  into  two  marks  and  but  one  list 

of  tag  numbers  given  to  fnecifv  tXiSi  se4Eregatlon,  and  the  press  is  ordered  to 
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mark  the  remaining  tag  numbers  into  a  certain  mark,  the  segregation  charge 
will  apply  to  the  entire  number  of  bales  of  the  original  mark. 

Repairing  water-packed  and  gin-fail  bales  per  bale |1.20 

Picking  and  repairing  damaged  bales,  owner  to  receive  pickings,  per 

pound .Q2J 

Maximum  ^mount  to  be  charged  for  picking,  per  bale 1. 25 

References, 

BEFEBBNCBS  TO  WEIGHING  AND  SAMPLING. 

When  cotton  is  ordered  weighed  or  sampled  by  the  press,  the  following  senr- 
ices  will  become  necessary  and  will  be  charged  for  accordingly : 

Gents. 
Arranging  cotton  for  weighing  or  sampling  by  specific  tag  numbers,  per  bale.    10 

Arranging  cotton  for  weighing  or  sampling  (solid  marks),  per  bale 5 

Weighing  cotton,  per  bale 5 

Sampling  cotton,  per  bale 6 

Reference  to  tagging  cotton : 

Placing  tags  on  outbound  cotton  while  loading  and  placing  mark  on  each 
tag  (tags  furnished  by  shipper),  per  bale,  2  centa 
Reference  to  loading  by  tags : 

^  Loading  and  checking  by  shippers    Tag  numbers  solid  marks. 
"  List  of  tag  numbers  furnished  by  shipper,  per  bale,  5  cents. 
NoTB.~^n  all  negotiable  receipts  will  be  noted  the  condition  of  cotton  when 
received  by  ourselves 

Note. — No  negotiable  receipts  will  be  issued  unless  the  actual  cotton  as  rep- 
resented on  its  face  is  in  our  possession  or  in  our  custody. 
Note. — ^All  telephone  orders  to  be  confirmed  in  writing  within  24  hours. 
Note. — ^All  other  actual  labor  performed  for  the  benefit  of  buyers  or  seUera^ 
when  ordered  by  them,  although  not  enumerated  herein,  shall  be  charged  for 
and  collected  from  them. 

Ck)tton  brokers  who  represent  cotton  buyers  who  are  not  members  of  the 
Memphis  C!otton  Exchange  will  be  held  responsible  for  all  bills  for  services 
rendered  for  account  of  their  clients. 

Mr.  Jacoway.  I  would  like  for  you  to  answer  just  one  q[uestion, 
and  then  put  that  in  the  record.  How  much  do  you  think  it  would 
be  per  bale? 

Mr.  TuKNER.  I  would  have  to  answer  that  with  some  little  argu- 
ment. 

Mr.  Jacoway.  Just  approximately.    I  am  asking  for  an  average. 

Mr.  TtJBNER.  Now,  let  us  treat  that  subject  from  the  standpoint  of 
a  cotton  grower.    What  is  the  charge  upon  the  bale  of  cotton? 

The  Chairman.  That  is  what  we  are  driving  at. 

Mr.  Turner.  Now,  a  grower  can  hold  a  bale  of  cotton  in  our  ware- 
house for  one  month,  according  to  that  tariff,  he  paying  the  insurance 
on  the  basis  of  which  I  told  you,  for  30  cents  per  bale.  For  the  next 
month  or  a  fractional  part  thereof  he  will  pay  20  cents  a  bale.  For 
the  next  month  or  a  fractional  part  thereof  he  will  pay  15  cents  a 
bale.  The  aggregate  is  65  cents.  That  holds  that  bale  for  the  rest 
of  the  season,  which  includes  the  81st  day  of  August 

Mr.  Jacoway.  What  would  the  losses  be  in  sampling  ? 

Mr.  Turner.  The  loss  in  sampling  should  not  be  over  a  pound. 

Mr.  Jacoway.  Will  it  not  sometimes  reach  as  high  as  5  or  6  or  7 

pounds! 

Mr.  Turner.  That  is  a  question  for  you  gentlemen  to  determine. 
I  do  not  think  it  ought  to.  In  ordinary  business,  in  legitimate  trans- 
actions, that  ought  not  to  exceed  a  pound. 

Mr.  Jacoway.  That  is,  for  a  year  ? 

Mr.  Turner.  For  a  year. 
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Now,  there  is  the  question  of  loss  in  weight.  The  question  of  loss 
in  weight  is  predicated  entirely  upon  the  climatic  and  atmospheric 
conditions.  A  bale  of  cotton  as  it  is  produced  is  like — if  you  wiH 
permit  it  for  the  sake  of  explanation — a  woven  lamp  wick.  It  is 
made  of  cotton,  and  it  has  all  the  propensities  of  capillary  attraction. 
It  sucks  in  moisture  from  the  atmosphere,  dries  out  in  the  sun,  and 
varies  under  atmospheric  conditions. 

Then  there  is  the  question  of  the  evaporation  of  the  natural  oil 
that  is  contained  in  the  cotton  fiber.  The  evaporation  of  natural  oils 
in  a  bale  of  cotton  should  reach  in  one  year,  under  perfectly  dry  con- 
ditions, not  subjected  to  any  extraordinary  influences — I  am  goinff 
to  guess  at  this — about  12  pounds.    How  about  that,  Mr.  Watson! 

Mr.  Watson.  Not  quite  so  much. 

Mr.  CuTRER.  From  6  to  8  pounds. 

Mr.  Turner.  That  same  bale  of  cotton  in  Galveston,  Tex.,  would 
gain  about  9  pounds,  and  the  same  bale  of  cotton  somewhere  else 
would  gain  a  different  amount.  It  all  depends  upon  atmospheric 
conditions.  I  need  not  go  further  on  that,  because  it  appears  to  be 
so  palpable. 

The  Chairman:  In  other  words,  the  loss  in  weight  would  vary 
with  the  climatic  conditions? 

Mr.  Turner.  Yes. 

The  Chairman.  Mr.  Turner,  assume  that  in  the  present  emergency 
the  South  would  have  to  carry  3,000,000  bales  of  cotton  over  until 
the  next  season.  Are  you  familiar  enough  with  warehousing  facili- 
ties in  the  South  to  state  whether  or  not  we  have  sufficient  facilities 
to  carry  that  amount  of  cotton  ? 

Mr.  Turner.  Yes,  sir.    We  have  not. 

The  Chairman.  In  other  words,  the  loss  in  weight  would  vary 
with  climatic  conditions? 

Mr.  Turner.  And  honestly. 

The  Chairman.  Why,  of  course.  Mr.  Turner,  assume  that  in  the 
present  emergency  the  South  will  have  to  carry  3,000,000  bales  of 
cotton  there  into  the  next  season.  Are  you  familiar  enough  with 
warehousing  facilities  in  the  South  to  state  whether  there  are  suffi- 
cient facilities  to  do  that? 

Mr.  Turner.  We  have  not. 

The  Chairman.  You  have  not? 

Mr.  Turner.  Now,  I  wanted  to  touch  on  that  particularly.  IN'ow, 
if  you  care  to  have  my  views  on  that  matter 

The  Chairman.  We  would  be  glad  to  have  them. 

Mr.  Turner.  As  borne  out  by  experience,  the  essentials  to  the 
preservation  of  the  cotton  bale  are  keei)ing  that  bale  dry.  The  only 
essentials  to  prevent  that  bale  from  being  practically  destroyed  are 
these :  It  is  necessary  to  keep  two  properties  away  from  it — ^moisture 
or  moisture  in  the  form  oi  rain  or  snow.  Now,  if  there  are  not 
enough  warehouses  anywhere,  that  becomes  difficult.  We  have  the 
largest  facilities,  and  without  any  distressed  condition — I  want  to 
say  that  it  is  not  in  advocacy  of  these  warehouses  that  I  appear,  for 
my  business  will  be  benefited  in  no  way,  because  I  will  be  crowded 
and  unable  to  take  care  of  the  ordinary  distressed  cotton.  But  to 
meet  the  distressed  condition  quickly  and  with  system  and  prac- 
tically, there  is  one  other  great  essential,  namely,  that  the  people 
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who  handle  the  practical  end  of  this  proposition  must  be  made  to 
keep  on  their  feet  and  not  get  rattled,  because  if  there  is  any  one 
moment  in  the  world  that  rattles  a  person  it  is  this  cyclonic  move- 
ment of  cotton  coming  toward  them,  and  they  want  a  calm,  well- 
balanced  proposition  to  handle  it  along  correct  lines;  and  this  is 
one  of  the  correct  lines  I  am  here  to  advocate :  Let  the  cotton  be  con- 
centrated at  certain  points  divided  geographically  according  to  the 
production  in  its  immediate  vicinity,  and  this  point  shall  oe  sup- 
plied bjr  the  greater  number  of  railroad  features  that  are  going  to 
take  this  cotton  away  and  bring  it  to  these  points. 

Where  the  warehousing  of  the  cotton  is  on  the  lines  of  production, 
this  cotton  shall  be  unloaded  on  elevated  pieces  of  wood  that  are  at 
least  1  foot  from  the  ground — 18  inches  are  preferable — and  piled 
into  two  piles  each,  with  their  heads  abutting,  because  the  outside 
heads  must  show  the  mark  or  identification.  In  other  words — dis- 
cussing bales,  I  thought  I  would  bring  one  with  me — ^the  two  piles 
would  abut  in  this  maimer  [indicating]  and  all  the  marks  must 
appear  for  identification.  Let  this  be  prepared  4,  5,  or  6  feet  high, 
as  the  environment  might  make  it  practicable,  and  have  a  covering. 
That  is  the  point  we  want  to  reach.  Use  the  tar  paper  that  lasts  11 
to  12  years.  That  can  be  applied.  I  speak  knowingly,  because  I 
handled  30,000  bales  last  year  without  damage.  Instead  of  the  little 
shingles  put  in  there,  you  have  to  shingle  these  two  roofs  over  these 
piles  in  storage  and  cover  with  the  tar  paper,  whose  durability  would 
be  a  year  at  least.  That  would  l)e  a  rain  or  snow  shed,  and  it  would 
become  necessary  in  a  driving  rain  to  bring  your  uprights  down  from 
the  top  of  the  pile,  and  build  a  temporary  warehouse.  It  is  astonish- 
ing how  fast  you  can  do  it,  gentlemen.  Now,  that  would  shelter  the 
cotton,  and  is  a  simple  matter. 

The  Chairman.  That  is  very  cheap,  too? 

Mr.  Turner.  Very,  very  cheap,  provided  that  under  these  condi- 
tions— and  I  hope  there  are  no  labor  men  here — and  it  is  a  marvel 
that  all  labor  men  do  not  get  together  and  hoist  private  labor,  be- 
cause there  is  an  immense  amount  required  for  this  proposition.  It 
is  a  very  quick,  practical  method,  and  I  want  to  say  to  you,  gentle- 
men, that  the  salvation  of  that  movement  of  cotton  entirely  depends 
on  the  instantaneous  relief  of  the  railroads.  They  must  be  considered. 
This  immense  volume  of  cotton  coming  pouring  in  and  pouring  in 
B3  demoralizing  even  under  ordinary  conditions,  gentlemen,  x  ou 
gentlemen  know,  unless  you  have  not  had  experience,  how  demor- 
alized everybody  becomes.  The  railroads  are  ruU  and  their  cars  are 
packed,  and  they  must  be  given  relief  for  three  days  of  congestion; 
and  by  this  method  and  by  having  these  cars  arranged  systemati- 
cally, the  cotton  can  be  housed,  receiving  all  the  care  that  could  be 
given  a  bale  for  its  preservation. 

Now  you  have  need  to  reckon  with  another  factor,  gentlemen, 
with  this,  that  is  most  important — a  very  important  factor — that  to 
carry  these  immense  values  you  must  have  insurance,  and  to  carry 
such  immense  values  of  insurance  you  must  segregate  your  values. 
In  other  words,  the  values  under  one  set  of  policies  must  be  not  too 
great;  that  is,  the  charges  for  the  conveyance  of  this  very  hazardous 
article  congested  in. such  a  market,  so  that  the  insurance  man  can  not 
afford  to  meet  it,  and  if  properly  segregated  in  values  commensurate 
with  their  ability  an  association  in  this  emergency  of  the  old-line 
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companies  of  America  can  be  reached  in  10  days  that  can  stipulate, 
after  exacting  the  conditions  under  which  it  should  be  segregated, 
gentlemen,  a  per  bale  basis  of  insurance  against  this  cotton. 

Another  factor,  and  the  last  that  I  wfll  put  forward  without  be- 
ing interrogated,  is  this :  That  the  charges  commensurate  with  this 
last  methoa  of  handling  cotton  will  be  very  much  more  in  excess 
of  this  tariff  that  I  have  given  you  of  handling  the  cotton  in  ray 
warehouse  or  organized  warehouses.  For  example,  new  organiza- 
tions have  to  be  made;  raUroad  switches  will  have  to  be  built  into 
those  portions  in  the  course  of  time.  It  can  be  done  in  a  year  or 
two.  And  water  works  and  pipes  will  have  to  be  brought  there  from 
a  fire  standpoint,  and  labor  is  involved;  and  this  wul  all  tax  that 
cotton  to  an  extraordinary  extent,  but  my  idea  of  arriving  at  a  price 
for  this  unfortunate  condition  to  prevent  any  inroads  of  ambitious 
people  to  make  something  out  of  it  out  of  the  ordinary,  due  to  dis- 
turbed conditions,  would  be  for  the  banks  and  the  Government, 
if  possible,  to  insist  upon  the  audit  of  actual  expenses  and  grant 
a  legitimate  and  proper  profit  for  those  who  handle  the  cotton  in 
that  manner.  Let  them  suomit  and  if  their  books  are  not  correct  they 
are  not  fit  to  handle  the  commodity,  and  if  they  are'  the  Govern- 
ment— the  Department  of  Agriculture — would  sav  that  their  price — 
their  profit  on  the  proposition — ^would  be  so  much  per  bale  over  and 
above  actual  expenses,  because  I  am  quite  afraid  that  possibly  there 
might  be  factors  come  in  here  that  would  take  advantage  of  the  un- 
fortunate condition.  I  do  not  say  that  they  would,  but  that  is  simply 
a  thought  that  passes  through  my  mind. 

Now,  gentlemen,  I  think  1  have  taken  your  time  too  much  already. 

Mr.  Goodwin.  Suppose  on  account  of  the  abnormal  conditions 
now  it  should  be  attempted  to  carry  over  three  or  four  million  bales 
of  cotton  for  next  year,  financed  and  warehoused,  and  the  farmer 
should  be  advanced  $40  a  bale  on  his  cotton,  for  example,  how 
much  would  it  cost  him  to  carry  a  bale  from  one  season  to  the  next 
season,  considering  interest,  insurance,  storage,  warehousing',  and 
drayage — ^I  suppose  those  elements  would  about  consume  all  of  the 

expense  ! 

Mr.  Turner.  The  drayage  factor  is  eliminated  in  Memphis  en- 
tirely. ^,     m 

Mr.  Goodwin.  Just  put  it  as  overhead  charges,  Mr.  Turner. 

Mr.  Turner.  Well,  overhead  charges. 

Mr.  Lever.  Repeat  them,  please,  and  let  me  get  that. 

Mr.  Turner.  I  said  interest 

Mr.  Lever  (interrupting).  Interest  is  6  per  cent  on  the  value? 

Mr.  Goodwin.  Six  per  cent  interest,  insurance 

Mr.  Lever.  What  is  the  insurance  that  you  calculated  on  the  basis — 
what  basis,  $50  a  bale  ? 
Mr.  Goodwin.  I  suppose  $50  a  bale. 
Mr.  Turner.  Ten  cents  a  pound. 
Mr.  Lever.  What  would  tnat  be? 
Mr.  Goodwin.  I  mean  the  average  warehouse — not  yours,  which  is 

superior. 

Mr.  Turner.  The  average  is  $1.50.  The  average  would  be  2  per 
cent.     How  are  they  in  your  section  ? 

Mr.  GrOODWiN.  I  am  from  a  State  adjoining  yours— Arkansas. 
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Mr.  Turner.  Then'  you  know  more  about  the  2  per  cent ;  I  expect 
2i  per  cent  would  be  a  better  per  cent  for  calculation. 

Mr.  Love.  Are  they  established  warehouses? 

Mr.  Goodwin.  Yes;  we  have  no  warehouse 

Mr.  Turner.  Just  the  ordinary  warehouses. 

Mr.  Goodwin.  We  have  no  warehouse  as  pretensions  as  yours,  Mr. 
Turner. 

Mr.  Love.  The  price  would  $1  a  bale? 

Mr.  Turner.  A  dollar  a  bale. 

Mr.  Goodwin.  For  12  months? 

Mr.  Turner.  For  12  months. 

Mr.  Goodwin.  Interest  would  be  $3  a  bale,  then,  would  it,  at  6 
per  cent,  $50  ? 

Mr.  Turner.  Three  dollars  a  bale.  Now,  the.  storage  proposition 
in  our  warehouse  would  be  65  cents,  but  I  told  you  before  that  is  at 
the  warehouse,  but  as  I  told  you  in  that  outside  proposition  most  all 
this  cotton  would  be  stored  if  I  handle  it;  that  is  the  way  I  would 
handle  it.  I  would  be  obliged  to  eliminate  drayage  entirely.  We 
have  eliminated  that  in  Memphis. 

Mr.  Goodwin.  I  know  you  have  in  Memphis,  but  you  must  haul 
that  cotton  from  the  warehouse  to  the  depot  for  loading  purposes. 

Mr.  Turner.  As  far  as  I  am  concerned,  I  can  only  figure  from  my 
personal  ideas.  I  run  a  railroad  in  there.  I  do  not  know  what  that 
would  be. 

Mr.  Goodwin.  As  a  general  proposition,  they  construct  these  near 
a  switch  ? 

Mr.  Tur^ser.  Yes. 

Mr.  Goodwin.  Then,  it  would  be  between  $4  and  $5  a  bale  for  the 
carrying  charge.  I  would  not  be  at  all  surprised;  it  would  be  $5 
for  one  year.  But  the  second  year,  you  must  remember — I  return 
to  the  subject — there  should  be  in  this  emergency  no  excessive  charges 
assessed  against  cotton.  We  should  all  be  big  enough  to  go  to  the 
rescue  and  just  do  everything  we  can  in  the  world  to  meet  this  propo- 
sition.   That  is  the  way  I  feel  about  it. 

Mr.  Lever.  And  then,  following  that,  there  must  be  a  campaign  of 
education  through  the  cotton-growing  States  to  decrease  the  acreage 
for  the  following  year. 

Mr.  Turner,  li  not  done,  it  would  be  suicidal,  and  the  southern 
people  could  not  appeal  to  their  country  in  being  assessed  if  they 
turned  a  plowshare  over  for  the  succeeding  year  after  the  war  is  over. 
I  think  the  South  would  take  that  into  consideration. 

(Thereupon,  at  12  o'clock  noon,  the  committee  took  a  recess  until 
Wednesday,  August  12,  1914,  at  10.30  a.  m.) 


Committee  on  Agriculture, 

House  of  Representatives, 
Washington^  D.  (7.,  August  12y  19H. 

The  committee  assembled  at  10.30  o'clock  a.  m.,  Hon.  Asbury  F. 
Lever  (chairman)  presiding. 

Present:  Messrs.  Moss,  Reilly,  Anderson,  Haugen,  McLaughlin, 
Howell,  and  Helgesen. 
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Present  also :  Hon.  Finis  J.  Garrett  and  Hon.  Kenneth  D.  McKel- 
lar,  of  Tennessee. 

The  Chaikman.  We  are  ready  to  hear  your  next  witness,  Mr. 
Watson. 

Mr.  Watson.  I  will  introduce  Mr.  Love,  of  Memphis,  Tenn.,  rep- 
resenting the  producer  and  the  cotton  factor. 

The  Chaibman.  Please  give  for  the  record  your  name,  residence, 
and  business,  Col.  Love. 

STATEMENT  OF  MB.  W.  E.   LOVE,  VICE  FBE8IDENT  MEMPHIS 

COTTON  EXCHANGE,  MEMPHIS,  TENN. 

Mr.  LovB.  My  name  is  W.  E.  Love ;  my  address  is  Memphis,  Tenn. 
I  am  vice  president  of  the  Memphis  Cotton  Exchange  ana  a  member 
of  the  firm  of  Wynne,  Love  &  Co.,  cotton  factors. 

The  Chairman.  Mr.  Love,  we  will  be  glad  to  have  you  speak,  in 
your  own  way,  on  the  situation  that  confronts  the  cotton  industry. 

Mr.  Love.  I  was  appointed  one  of  a  committee  of  three  to  come 
here  to  see  if  we  could  not  get  this  committee  to  recommend  to  Con- 
gress some  way  by  which  the  South  could  ^et  money  enough  to 
Handle  the  new  cotton  crop.  With  the  war  in  Europe,  we  think  there 
will  be  between  five  and  six  million  bales  of  cotton  that  we  will  not 
be  able  to  take  care  of ;  and  it  is  impossible  for  the  South  to  finance 
the  crop  imless  we  get  assistance  from  the  Government  in  some  way. 

The  South  has  made  liberal  advances  te  produce  it,  and  it  is  now 
going  to  take  a  good  deal  of  money  to  gather  it,  gin  it,  and  get  it 
ready  for  market;  and  if  we  can  not  realize  on  the  cotton,  because 
we  can  not  get  it  to  market,  we  are  in  a  deplorable  condition. 

I  understand  that  the  market  now  in  Liverpool  is  on  a  basis  of 
about  13^  cents  of  our  money,  while  in  Houston  and  Galveston,  Tex., 
the  only  two  places  where  they  are  getting  in  am'  new  cotton,  it  is  on 
a  basis  of  9  cents.  The  expense  of  shipping  the  cotton  from  there  to 
Liverpool  is  about  1  cent  a  pound,  or  about  $5  a  bale.  So  the  depre- 
ciation in  the  value  of  cotton  amounts  to  about  $20  per  bale,  or  about 
$300,000,000  on  the  prospective  crop  of  this  year,  which  is  not  a  large 
one ;  we  have  prospective  crop  of  13,500,000  bales. 

Two  years  ago  we  made  a  crop  of  nearly  10.500,000  bales,  and  at 
no  time  did  the  market  in  New  York  go  under  9f  cents;  it  was  a  good 
deal  higher  than  that  during  the  year  on  a  16.500,000  bale  crop. 

The  consumption  of  cotton  in  the  United  States  will  take  only 
about  three-fifths  of  the  crop,  and  if  we  do  not  get  to  expcnt  this 
cotton,  or  make  some  arrangement  by  which  we  can  get  rid  of  it  and 
get  the  money  on  it,  I  do  not  know  what  we  are  going  to  do.  It 
may  go  down" to  5  cents;  it  may  go  down  to  4  cents:  or  we  may  not 
be  able  to  sell  it  at  all. 

This  cotton  has  cost  us  9  cents  a  pound  to  produce,  or  about  $45 
a  bale.  We  have  got  to  get  about  $45  a  bale  in  order  to  get  our  money 
back — the  first  cost.  iJnder  ordinary  conditions,  we  could  get  13J 
cents  to  15  cents  a  pound  for  this  crop.  But  with  no  demand  for  our 
heavy  receipts  in  November  and  December,  there  is  no  telling  where 
it  will  go,  unless  we  get  assistance. 

The  stock  of  cotton  now  on  handj  some  3,000,000  or  3,500,000 
bales — only  a  small  proportion  of  that  is  good  merchantable  cotton. 
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Mr.  McLaughlin.  Has  that  cotton  been  held  over  from  last  year  t 

Mr.  Love.  Yes ;  that  cotton  was  held  over  from  last  year. 

Mr.  McLaughlin.  That  does  not  include  what  has  been  received 
at  Houston  and  Galveston,  Tex.  ? 

Mr.  Love.  No  ;  what  has  been  received  at  Houston  and  Galveston 
amounts  to  but  a  small  amount,  and  it  is  from  this  new  crop.  Our 
seasons  runs  from  the  1st  of  .September  to  the  31st  of  August;  that 
is  what  we  speak  of  as  a  year.  VVe  are  not  through  with  the  present 
year  yet. 

Now,  this  last  season  the  grade  of  the  cotton  has  been  lower  than 
I  have  ever  known  it  to  be,  and  I  have  been  in  the  cotton  business 
in  Memphis  for  25  years.  Our  Memphis  receipts  generally  run  from 
65  per  cent  to  75  per  cent  of  middling  white  cotton  and  better  in 
grade.  This  year  I  do  not  think  the  receipts  amount  to  more  than 
5  per  cent  of  those  grades.  It  has  been  remarkably  low  in  grade  and 
it  has  been  almost  impossible  to  get  a  line  on  pure  white  cotton  at 
an^  time,  even  early  m  the  season;  the  weather  was  very  bad  and 
rams  came  on,  and  it  was  stained,  blue,  and  dusty,  and  the  spinners 
would  be  only  too  glad  to  pay  us  a  nice  premium  for  the  new  crop 
for  a  while  ii  we  could  only  have  competition.  If  we  could  ship  it 
abroad,  the  spinners  would  realize  that  they  could  not  get  this  crop 
for  nothing. 

Mr.  McLaughlin.  Does  the  new  crop  promise  to  be  of  better 
quality  thaii  that  of  last  year? 

Mr.  Love.  Yes — ^well,  we  can  not  tell  until  we  get  it;  the  weather 
may  be  ruinous  to  it;  if  rain  sets  in  after  we  start  to  gather  it,  it 
will  be  a  bad  crop ;  we  can  not  tell  about  that  until  the  cotton  is  in 
the  gin. 

Mr.  McLaughlin.  Do  you  think  it  promises  better  than  last  year's 
crop? 

Mr.  Love.  So  far  it  is  all  right.  I  know  the  grade  of  the  cotton  is 
all  right  so  far,  because  it  is  still  in  the  boll;  it  is  not  open  yet,  and 
the  rain  we  have  had  has  not  discolored  it,  because  it  is  still  in  the 
boll,  and  it  is  not  affected  by  the  rain.  But  this  will  not  be  a  big 
crop.  We  have  had  an  unusual  quantity  of  rain  in  Texas  and  Okla- 
homa early  in  the  season,  as  well  as  in  some  other  places,  and  it  has 
made  the  crop  backward  in  a  ^reat  many  sections. 

I  took  a  trip  to  Corpus  Christi,  Tex.,  some  months  ago,  and  a  good 
deal  of  the  crop  in  that  section  was  then  coming  out  of  the  groimd 
when  it  ought  to  have  been  10  or  12  inches  high. 

Take  our  section  around  Memphis,  we  had  90  days'  drought  and 
we  have  had  a  very  backward  season.  In  the  delta  section  we  have 
had  more  rain.  So  altogether  this  crop  is  a  short  one,  and  we  were 
expecting  that  there  would  be  a  good  demand  for  it  and  that  we 
would  get  good  prices  and  sell  it  rapidly. 

Mr.  Reilly.  What  would  you  call  a  good  price  ? 

Mr.  Love.  A  good  price  would  be  about  13^  to  15  cents.  The  de- 
mand would  justify  a  price  just  now  of  14  cents  for  a  good  middling 
cotton  quotation  in  our  market,  but  we  have  no  market  now ;  but  oa 
account  of  the  scarcity  of  good  cotton  from  this  season  the  spinners 
have  no  good  cotton  now,  and  they  are  always  anxious  to  get  good 
grades  to  start  the  season  on,  and  tney  would  be  willing  to  pay  good 
prices  for  good  cotton. 
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Mr.  Hbixsbsen.  Where  is  the  hold-over  cotton? 

Mr.  Ix)VB.  Some  of  it  is  in  Europe ;  it  is  generally  in  the  northern 
market,  and  the  spinners  have  some  of  it.  There  is  about  3,000,000 
bales  on  hand  now. 

The  Chaikman.  That,  however,  is  not  an  unusual  circumstance,  is 
it,  C!ol.  Love? 

Mr.  Love.  No,  sir.  Our  season  is  not  out  yet;  and  it  will  be  re- 
duced to  about  2,000,000  bales 

The  Chairman   (interposing).  Which  is  normal? 

Mr.  Love.  Yes ;  that  is  normal.  We  carried  over  last  season  about 
2,500,000  bales.  But  the  cotton  carried  over  last  season  was  better 
cotton  than  this.  We  have  sold  some  cotton  this  season  as  low  as  7 
cents,  and  some  of  it  we  can  not  sell  at  all.  We  have  a  large  stock 
on  hand  now  in  Memphis;  about  16,000  bales. 

Mr.  McKellar.  Will  you  tell  the  committee  the  remedy  that  the 
people  down  in  your  section  suggest  for  the  present  situation? 

Mr.  Love.  If  we  could  get  $40  a  bale 

Mr.  Heloesen  (interposing).  Before  we  go  into  that,  I  would 
like  to  ask  this  question:  When  vou  said  that  15  cents  was  a  fair 
price,  did  you  mean  that  that  is  wfiat  the  farmer  gets,  or  is  that  what 
the  spinner  pavs  for  the  cotton? 

Mr.  Love.  Well,  that  depends  on  the  section  of  the  country.  You 
ask  me  what  the  farmer  should  get.  The  farmer  should  get  about 
1  cent  a  pound,  or  from  i  cent  to  1  cent  a  pound,  depending  on  the 
location,  below  the  quotations  in  New  York.  That  would  be  about 
a  fair  estimate  of  what  he  would  get  on  middling  upland  cotton. 

Now,  you  understand  that  cotton  varies  considerably.  We  have 
the  grades  all  right ;  but  suppose  we  would  have  a  middling  upland. 
Now,  that  upland  would  run  from  a  staple  of  three-quarters  of  an 
inch  to  1  inch;  it  would  be  called  upland,  and  it  would  be  called 
middling.  Then  we  have  some  cotton  that  would  be  a  little 
shorter  than  that.  Only  a  year  ago  a  man  in  Georgia  got  up  a 
cotton  that  would  half  itself;  that  is,  1,000  pounds  of  seed  would 
make  a  500-bale  of  cotton.  While  that  seems  very  strange,  the  fact 
is  that  the  staple  of  that  cotton  is  only  ^-inch  long,  about  as  long  as 
"linters;"  after  the  cotton  has  been  tinned  what  is  left  is  called 
"linters."  Now,  that  cotton  is  exceedingly  short.  That  would  be 
called  middling,  however.  So  the  value  of  that  cotton  depends  on 
the  length  of  staple  and  coloring,  as  well  as  grade. 

Mr.  HEiiOESEN.  In  speaking  of  the  first  cost  of  cotton  you  spoke 
of  it  as  $45  a  bale,  or  9  cents  a  pound.  Is  that  the  average  cost  to 
the  farmer  to  raise  it? 

Mr.  Love.  Yes;  the  average  cost  of  this  crop,  I  think,  would  be 
about  $45  a  bale  through  our  section.  Of  course,  I  can  only  speak 
of  the  Memphis  section  as  to  cost.  Now,  the  cotton  factors — we  are 
not  buyers  of  cotton ;  my  firm  are  cotton  factors ;  we  sell  cotton  for 
the  farmers  and  merchants;  we  sell  it  on  commission.  We  advance 
money  to  them  in  the  spring,  and  they  ship  us  cotton  in  the  fall,  and 
we  send  them  the  money,  less  commissions  and  the  amounts  ad- 
vanced. 

Now,  our  firm  so  far  has  not  done  as  much  advancing  this  year  as 
usual  and  we  have  done  most  of  it  on  our  own  capital.  I  went  to  a 
bank 'in  Memphis  the  other  day  which  usually  gives  us  a  line  of 
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credit  of  from  $100,000  to  $125,000— any  where  from  $50,000  to 
$125,000.  I  said,  "  Well,  we  have  gone  thus  far  now  without  calling 
on  you  for  anything.  We  are  doing  business  with  two  banks — you 
mnd  another  bank.  We  have  got  $10,000  from  the  other  bank.  How 
much  money  can  you  let  us  have  now  toward  financing  this  cotton 
crop?  From  the  present  indications  we  do  not  think  it  is  going  to 
move  rapidly;  it  will  accumulate  on  hand." 

He  said,  " Do  you  want  any  money  to-day?  ".  I  replied.  "  No;  we 
do  not  want  any  money  to-day,  but  we  will  in  a  few  days." 

"  Well,"  he  said,  "  I  can  tell  you  to-day  that  you  can  get  $10,000 
to-day;  I  can  not  tell  you  what  you  can  get  tomorrow  or  the  next 
day ;  I  can  only  tell  you  what  you  can  get  from  day  to  day." 

You  can  readily  see  that  our  firm  would  be  handicapped  by  that 
condition  in  carrying  on  business.  We  can  not  afford  to  advance 
$25  a  bale,  or  any  amount,  on  cotton  unless  we  know  that  we  are 

Sung  to  have  enough  money  to  carry  it  through,  to  keep  the  market 
om  continually  going  down  on  us. 

Mr.  McLaughlin.  Was  the  banker's  answer  to  you  based  on  the 
Mew  currency  law? 

Mr.  Love.  No,  sir. 

Mr.  McLaughlin.  Or  was  it  on  account  of  the  condition  of  the 
money  market  or  their  opinion  as  to  the  cotton  market? 

Mr.  Love.  It  was  due  partly  to  the  stringency  of  the  money 
market  and  their  knowing  that  there  would  be  such  a  demand  on 
them  for  money;  they  feared  there  would  be  a  run  on  the  bank. 
That  firm  has  $500,00*0  capital  and  $500,000  surplus,  and  thev  have 
in  their  vaults  $1,800,000  in  money.  They  are  afraid  to  put  it  out, 
but  they  would  be  glad  to  put  out  $1,000,000  immediately  if  they 
only  knew  that  the  conditions  would  be  all  right.  But  with  the  con- 
ditions which  exist  there  now  they  will  hold  on  to  their  money ;  they 
would  ratlicr  lose  the  interest  on  the  money  than  take  the  chance  of 
being  "  busted  "  in  a  short  time. 

Mr.  McLaughlin.  Well,  there  is  no  law  that  would  prevent  them 
from  letting  out  their  money  in  that  way,  is  there? 

Mr.  I^ovE.  No  law. 

Mr.  McLaughlin.  And  no  law  that  would  permit  or  justify  them 
in  letting  it  out? 

Mr.  JjOve.  If  the  Government  would  advance  monev  to  the  South 
on  warehouse  receipts  for  cotton  to  the  farmer  or  the  merchant,  or 
anybody,  whoever  it  might  be,  taking:  his  cotton  on  a  basis  of  $4^0 
a  bale  of  500  pounds  of  middling  white  cotton,  then  as  soon  as  that 
was  done  every  man  in  the  South  and  every  man  in  the  United 
States  would  have  confidence  in  cotton.  The  Government  would 
never  have  to  finance  the  whole  cotton  crop,  because  others  would 
be  willing  then  to  put  the  money  out:  they  would  have  no  fear  of 
the  market  going  down  as  low  as  8  cents  a  poimd. 

But  as  it  is  now  we  have  an  enormous  demand  for  money  in 
November  and  December.  We  always  had  trouble  at  that  time  until 
two  or  three  years  ago,  when  we  got  this  new  warehouse  system  into 
•peration  of  issuing  warehouse  receipts  on  single  bales  in  Memphis. 

But  with  this  new  warehouse  system  we  have  been  getting  money 
from  St.  Louis,  New  York,  Chicago,  and  all  over  the  country,  and 
even  out  West  they  loan  money  on  those  warehouse  receipts,  and  that 
has  made  it  very  much  easier. 
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Our  firm  has  never  been  East,  or  but  very  little,  to  get  money.  We 
t  money  at  home.  We  have  to  pay  more  interest  lor  it,  no  doubt, 
ut  we  feel  that  when  such  times  as  these  come  we  are  much  better 
protected  getting  the  money  at  home  than  if  we  got  it  from  New 
York,  for  example. 

Some  of  our  competitors,  however,  got  their  money  from  the  East 
this  year,  because  the  rate  was  very  much  lower  than  that  at  Mem- 
phis, and  I  understand  they  have  already  been  notified  by  the  New 
York  banks  that  when  those  notes  are  due  they  have  got  to  have 
their  money ;  no  matter  what  the  collateral  is,  they  have  got  to  have 
their  money. 

Where  are  thev  going  to  get  it?  If  we  can  not  sell  more  to  the 
United  States  wlien  Europe  is  at  peace  than  7,000,000  or  8,000,000 
bales  of  our  cotton,  what  are  we  gomg  to  do  with  the  other  6,000,000 
bales  when  Europe  is  at  war  ? 

Mr.  Helgesbn.  What  would  you  suggest  in  the  way  if  legislation 
to  make  it  easier  and  safer -f or  the  banks  to  advance  money  on  those 
warehouse  receipts? 

Mr.  Love.  That  would  be  of  help  in  some  fields.  But  the  average 
banker  is  scary;  when  he  gets  too  much  paper  on  one  kind  of  com- 
modity, be  gets  uneasy;  he  feels  this  way,  "Well  this  thing  might 
go  lower  " ;  and  the  limit  on  the  national  banks  now  has  been  raised 
so  as  to  make  it  unlimited  on  occasions  of  emergency,  and  they  will 
say  that  "To  use  ordinary  care  we  could  not  lend  your  firm  more 
than  $50,000,  but  now  we  will  double  that  this  year ;  this  is  a  case  of 
emergency."  We  would  get  up  to  $100,000.  Now,  it  looks  as  if 
everything  was  going  pretty  well.  But  when  they  get  this  $100,000 
they  can  not  sell  this  cotton.  The  spinners  know  the  advantage  they 
have  of  us ;  they  know  that  we  can  not  send  the  cotton  abroad.  Then 
they  say,  "  We  have  got  as  much  loaned  to  you  as  we  can  loan,  and 
we  can  not  loan  any  more."  What  would  be  the  result?  We  can 
not  advance  our  customers  any  more  money,  and  they  will  have  to 
put  this  cotton  on  the  market  and  sell  it,  and  whenever  you  put  cot- 
ton on  the  market  and  sell  it  in  large  blocks  you  are  going  to  break 
the  bankers  all  over  the  country,  no  matter  where  the  location  is. 

Mr.  Moss.  Col.  Love,  I  understood  Mr.  Turner  vesterday  to  take 
the  position  before  this  committee  that  if  the  banking  law  was  ad- 
ministered so  as  to  make  it  possible,  the  banks  of  the  South  ought  to 
take  it  upon  themselves  to  carry  the  first  cost  of  the  cotton,  and  the 
farmers  themselves  ought  to  carry  the  profit.  Now,  do  I  understand 
you  to  say  that  the  Government  ought  to  carry  part  of  this  first  cost 
of  the  cotton? 

Mr.  Love.  No,  sir;  if  the  Government  would  give  us  relief  on  the 
first  five  or  six  million  bales 

Mr.  McLaughlin  (interposing).  How,  Col.  Love? 

Mr.  Love.  By  advancing  $40  a  bale  on  the  warehouse  receipts. 

Mr.  McLaughlin.  Do  you  mean  by  a  direct  transaction  between 
the  Treasury  of  the  Unfted  States  and  the  owners  of  the  cotton'^ 

Mr.  Love.  Yes,  sir. 

Mr.  REiLLr.  Do  you  mean  for  the  Government  to  establish  a  price? 

Mr.  Love.  No  ;  that  would  not  be  a  price. 

Mr.  Reilly.  Well,  to  establish  a  price  upon  it,  you  would  have 
the  Grovermnent  loan  $40  a  bale? 
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^  Mr.  Love,  Yes,  sir;  and  whenever  that  is  done  it  will  save  the 
situation.  Our  southern  people  are  bulls  on  cotto|i.  They  always 
think  it  is  going  higher,  the  same  as  the  northern  people  think  that 
wheat  is  always  going  higher. 

I  was  in  St.  Louis  m  the  grain  business  for  three  years ;  for  three 
years  I  handled  wheat  in  the  winter  and  cotton  in  the  fall.  I  neveB 
struck  a  man  who  handled  wheat  that  did  not  think  that  the  price 
was  too  low,  no  matter  what  the  price  was.  We  had  it  at  $1.75  a 
bu^el  one  month,  and  it  dropped  down  to  $1.25  another  month; 
and  all  of  our  customers  wanted  to  hold  it  for  another  rise;  and  they 
said  to  us,  "  If  we  were  situated  like  you  southerners  are  on  cotton, 
we  could  afford  to  sell  it  cheaper."  And  we  would  get  in  a  southern 
customer  on  cotton,  and  he  would  say,  ^^  If  we  could  make  as  much 
on  our  cotton  as  you  fellows  make  on  your  wheat  and  on  your  meat, 
we  would  be  all  right." 

So  there  is  no  trouble  in  getting  the  average  southern  cotton  man 
to  hold  cotton,  if  he  only  knows  where -he  is  going  to  get  enough 
money  to  get  through  on.  The  difficulty  with  our  southerners  is  to 
get  them  to  sell ;  no  matter  what  the  price  is,  they  want  to  hold  their 
cotton.  But  if  they  can  not  get  money  enough  to  hold  it,  they  get 
frightened,  and  they  think  the  lower  it  goes  the  lower  it  will  go  in 
the  future,  and  if  the  market  this  year  is  going  down  to  about  5 
cents  they  would  be  demoralized,  and  would  not  keep  their  cotton, 
but  would  get  rid  of  it  at  any  price. 

Mr.  Heloesen,  Take  the  last  few  years,  and  tell  us  how  low  cot- 
ton has  gone. 

Mr.  Love.  For  what  period? 

Mr.  Helgesen.  Anywhere  within  the  last  10  years. 

Mr.  Love.  For  a  10-year  period  the  lowest  was  about  8  or  9  cents; 
it  went  in  New  York  down  to  about  9|  cents.  I  have  our  business 
card  here,  which  gives  the  lowest  and  highest  prices  of  cotton  for 
110  years ;  I  will  refer  to  that ;  it  is  authentic,  I  think. 

In  1904— that  is,  10  years  back — ^the  lowest  on  middling  cotton  in 
New  York  was  9^  cents;  that  was  the  lowest  at  any  time  auring  the 
year.  The  highest  in  that  year  was  17J  cents.  That  year  the  crop 
was  10,000,000  bales. 

Take  1905,  the  lowest  in  New  York,  on  a  crop  of  13,500,000  bales, 
which  was  the  largest  crop  ever  made  in  the  South  up  to  that  time, 
was  6.85;  the  highest  in  New  York  that  year  was  11.50. 

Mr.  Heloesen.  The  lowest  was  6.85  ? 

Mr.  Love.  Yes;  and  the  highest  that  year  was  11.50. 

In  1906  the  lowest  was  9.80  and  the  highest  was  12.60. 

In  1907  we  made  another  big  crop,  of  13,500,000  bales,  which  at 
that  time  was  looked  upon  as  a  very  big  crop.  For  that  year  the 
lowest  price  was  9.60  and  the  highest  was  13.55. 

In  1908  the  lowest  was  9.50  and  the  highest  was  13.55. 

In  1909  the  lowest  was  9  cents  and  the  highest  was  18.15. 

In  1910  the  lowest  was  12.40  and  the  highest  was  20  cents. 

Now,  this  is  all  based  on  middling  upland;  no  fancy  prices  come 
in  these  figures  at  all. 

In  1911  the  lowest  price  was  11.60  and  the  highest  was  16.15. 

In  1912  we  had  the  largest  crop  that  the  South  had  ever  made — 
16,138,000  bales— and  no  one  in  the  South  had  ever  heard  of  such  a 
crop,  and  nobody  ever  thought  the  South  could  make  such  a  crop, 
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and  they  got  demoralized  on  heavy  receipts,  and  down  went  the  price 
until  it  got  down  to  9.20,  the  lowest  for  that  year.  That  came  iSong 
in  November  or  December.  The  highest  price  was  13.40.  The  stuff 
just  dwindled  away ;  they  got  rid  of  it. 

In  1913  the  lowest  price  was  10.28  and  th.e  highest  was  13.06. 

Now,  this  yearis  not  completed  yet,  but  I  do  not  think  cotton  has 
been  down  lower  than  10  cents  or  higher  than  11^  cents  in  New  York. 

Mr.  Helgesen.  Well,  that  would  seem  to  indicate  that  your  request 
that  the  Government  advance  money  at  8  cents  a  pound  ought  .to  be 
a  safe  proposition  ? 

Mr.  lx)VE.    There  is  no  question  about  that.    It  is  perfectly  safe. 

Mr.  HEiiGiysEN.  Is  there  any  special  reason  for  the  Government 
advancing  this  money  on  cotton  ? 

Mr.  Love.  I  did  not  understand  that. 

Mr.  Helgesen.  Is  there  any  more  reason  why  the  Government 
should  advance  money  on  cotton-warehouse  receipts  than  there  is 
why  it  should  be  advanced  on  warehouse  receipts  for  grain  ? 

Mr.  Love.  My  experience  as  to  grain  is  that  you  are  not  as  safe  in 
advancing  money  on  grain  as  you  are  on  cotton.  Cotton  can  be  better 
cared  for.  If  vou  put  cotton  up  in  good  shape,  there  is  no  reason 
why  you  Should  not  Keep  it  25  or  30  years  without  damage.  We  have 
kept  cotton  in  our  warehouse  5  years;  and  the  only  damage  to  it 
was  that  the  bagging  got  a  little  bad  and  looked  rough,  but  the  cotton 
was  absolutely  sound  and  in  good  condition. 

The  man  who  gave  us  that  cotton — we  had  700  bales  for  him,  and 
he  ordered  us  to  sell  about  650  bales — he  had  50  bales  of  staple  cot- 
ton;  and  my  recollection  is  that  he  put  a  price  on  it  of  10  cents  a 
pound ;  he  had  to  have  that  price,  and  he  would  not  sell  it  for  any 
less;  and  we  finally  got  the  10  cents  for  it  and  sold  it;  and  about  two 
months  after  we  sold  it  it  went  up  to  14  cents.    [Laughter.] 

The  Ckaibman.  Col.  Love,  I  have  a  telegram  here  from  a  gentle* 
man  in  Dublin,  Tex.,  and  I  will  ask  you  to  read  it  and  see  what  you 
think  of  the  plan  suggested  in  it. 

Mr.  BDelgesen.  Before  you  read  that  I  would  like  to  ask  this  queS' 
tion :  You  would  not  calculate  on  the  Government  holding  even  cot' 
ton  for  any  great  length  of  time,  would  you  ? 

Mr.  Love.  I  would  say  that  the  Government  ought  to  help  us 
until  conditions  right  themselves.  As  soon  as  this  war  in  Europe  is 
over,  things  are  going  to  right  themselves.  Get  rid  of  cotton;  sell 
it,  do  not  nold  it  for  15  cents,  but  sell  it  at  a  price  where  we  can  get 
our  money  back,  and  give  the  poor  laboring  man  a  decent  suit  of 
clothes  out  of  his  year's  work. 

Mr.  Moss.  You  used  the  expression  "  Hold  it  until  conditions  right 
themselves."    Do  you  mean  until  the  prices  become  normal  ? 

Mr.  Love.  No  ;  I  mean  until  foreign  countries  can  take  our  crop, 
so  we  can  get  a  reasonable  price.  I  would  say  that  if  this  crop  brought 
12  cents  a  pound  we  ought  to  sell  it — or  11^  cents — to  give  the  farmer 
net  about  11  cents  for  his  year's  crop. 

Mr.  Moss.  Would  you  be  willing  to  advocate  that  the  National 
Government  should  advance  money  on  grain  at  the  same  time  that  it 
advances  money  on  cotton?  Would  you  be  willing  to  let  the  two 
requests  stand  side  by  side? 

Mr.  Love.  Well,  ii  you  could  make  grain  as  safe  to  keep  as  you 
could  cotton;  if  you  could  take  care  of  it  in  the  same  way,  I  would, 
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But  grain  is  already  getting  a  boost.  This  war  in  Europe  has  ad- 
vanced the  price  of  grain  20  per  cent,  whereas,  on  the  other  hand, 
it  has  knocked  the  price  of  cotton  down  about  25  per  cent.  The  two 
things  are  just  opposite;  they  go  in  opposite  directions,  and  these 
war  conditions  are  going  to  help  the  grain  men  and  to  help  the  beef 
men ;  because  they  are  going  to  Tbe  able  to  get  more  for  their  product. 

On  the  other  hand,  it  is  going  to  play  havoc  with  the  southern 
planter,  because  he  can  not  sell  cotton  at  all,  and  if  we  do  not  get 
some  help  and  conditions  go  on  as  they  are  now  we  will  have  to  sell 
cotton  at  5  cents  a  pound  in  order  to  get  rid  of  it. 

Mr.  Helgesen.  The  two  commodities  may  go  in  opposite  direc- 
tions now;  but  assuming  that  the  conditions  were  similar,  would  you 
see  any  objections  to  treating  them  the  same  ? 

Mr.  Love.  No  ;  if  the  same  conditions  as  to  taking  care  of  the  two 
products  existed — if  grain  could  be  kept  as  safely  as  cotton.  My 
understanding  of  grain  is  that  if  you  store  it  in  large  quantities  and 
it  is  not  exactly  right  when  you  put  it  there,  it  is  liable  to  great  dam- 
age; you  have  got  to  shift  it  backward  and  forward,  and  so  on. 

Mr.  Helgesen.  There  is  no  trouble  about  it  if  the  grain  is  dry. 

Mr.  Love.  Not  if  the  grain  is  dry.  « 

Mr.  Moss.  I  want  to  ask  you  this  question:  For  instance,  wheat 
this  year  in  Indiana  sold  at  68  cents,  at  the  thrashing  machines, 
which  is  much  below  the  average  price;  and  at  that  time  it  seemed  a 
permanent  price.  That  meant  a  loss  to  the  farmer  growing  wheat, 
]ust  like  9-cent  cotton  would  mean  a  loss  to  the  farmers  in  the  South. 

Now,  with  wheat  08  cents  a  bushel  in  Indiana,  do  yru  think  that 
would  constitute  a  claim  on  the  Government  for  it  to  advance  money 
on  warehouse  receipts  on  grain? 

Mr.  Love.  Under  what  conditions? 

Mr.  Moss.  Well,  the  farmer  does  not  care  much  what  the  conditions 
are ;  the  price  that  he  gets  for  his  grain  is  what  he  cares  about. 

Mr,  Love.  But  the  Government  would  care.  What  would  cause 
this  grain  to  go  down  to  08  cents?  If  you  had  outlets  over  the  whole 
world,  and  wneat  was  G8  cents  a  bushel,  that  would  seem  to  indicate 
everproduction;  but  if  you  are  placed  in  the  position  we  are  now  in, 
in  that  you  were  cut  off  from  all  foreign  trade  and  your  wheat  was 
down  to  G8  cents,  I  would  say  "  Yes." 

Mr.  Moss.  This  was  the  question  I  wanted  to  put  to  you.  The 
question  was.  Should  the  Government  be  willing  to  advance  money 
on  any  standard  commodity  like  grain  when  for  any  reason  tlie  price 
drops  below  the  cost  of  production? 

Mr.  Love.  Not  with  our  usual  trade  open.  But  these  are  condi- 
tions we  have  no  control  over,  and  they  are  due  to  the  fact  that  our 
loreign  trade  is  taken  away  from  us  by  this  European  war.  If  the 
price  of  cotton  went  down  to  5  cents  a  pound  and  we  had  the  whole 
trade  of  Europe,  I  would  say  that  the  Grovernment  should  not  touch 
the  matter  at  all;  it  would  be  a  case  of  overproduction,  no  doubt. 
But  we  do  have  the  trade,  if  we  could  only  get  to  it. 

Mr.  Moss.  Let  me  ask  you  this  question:  If  for  any  reason  our 
export  trade  in  grain  was  to  be  cut  off  on  account  of»'this  war  (as  it 
may  be),  would  vou  then  believe,  under  those  circumstances,  that  the 
Government  ouglit  to  advance  money  on  warehouse  receipts  on  grain? 

Mr.  Love.  I  do,  if  you  could  take  care  of  your  grain,  if  you  could 
provide  so  as  to  take  care  of  it  and  keep  it  in  condition. 
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Mr.  HfiLGESEN.  Well,  any  condition  that  arises  that  brings  down 
the  cost  of  any  farm  product  below  the  cost  of  production  is  one  over 
which  the  farmer  has  no  control.  What  difference  does  it  make 
whether  it  is  war  or  the  weather  or  anything  else? 

Mr.  Love.  Well,  for  instance,  if  conditions  now  were  like  they 
were  a  month  ago  and  your  grain  was  down  to  68  cents,  what  would 
be  the  advantage  in  holding  that  grain?  It  would  be  purely  a 
speculation.  You  would  not  have  any  better  trade  demand  for  the 
grain  probably  in  Europe ;  you  have  got  to  have  a  demand  for  it  all 
over  the  world.  But  it  you  are  cut  off  from  the  world  and  youp 
demand  is  stopped  right  there  on  account  of  your  not  being  able  to 
get  your  product  shipped  abroad,  the  onl}^  thing  to  do  is  to  hold  it 
until  you  can  turn  it  loose. 

Liverpool  would  be  very  glad  to  pay  us  13  cents  a  pound  to-day 
for  cotton.  I  would  not  be  surprised  if  the  Liverpool  market  would 
advance  if  we  could  export  any  cotton  to  them,  and  our  market 
would  go  up  also.  The  conditions  are  such  that  they  will  right  them** 
selves  as  soon  as  we  can  eet  the  cotton  away. 

Now,  conditions  have  been  such  in  the  past  that  we  sold  middling 
cotton  as  low  as  4^  cents.  What  was  the  cause?  It  was  overproduc- 
tion. Now,  if  this  war  continues  and  we  get  no  relief  the  farmer  in 
the  South  can  not  raise  a  big  crop  next  year.  The  Government  is 
safe  in  carrying  this  crop  over  even  for  another  year,  because  thQ 
South  can  not  raise  another  crop  without  assistance;  and  who  is 
going  to  put  up  the  money  when  it  is  going  to  cost  10  cents  a  pound 
next  year  for  tnem  to  raise  it?  We  have  no  corn,  we  have  no  meat; 
in  many  sections  we  are  entirely  out  of  it ;  it  is  going  to  cost  them 
10  cents  a  pound  to  raise  cotton  next  year.  They  cantuy  it  cheaper 
than  they  can  raise  it,  and  our  next  year's  crop  will  be  lower  than 
that  of  thifi  year,  because  we  can  not  get  the  money  to  raise  the  crop. 

Mr.  Hblgesbn.  If  the  Government  should  furnish  transportation 
facilities  so  as  to  open  up  your  crop  to  foreign  countries  this  year, 
would  not  that  relieve  the  situation  m  the  South  ? 

Mr.  Love.  If  they  take  enough  of  it.  But  what  we  need  now  is 
help ;  our  country  needs  that  right  now.  I  was  talking  to  a  man  the 
other  day,  and  he  said  that  owing  to  the  dry  weather  he  would  com- 
mence cotton  picking  next  week.  He  said,  "  What  is  the  chance  of 
getting  money  for  picking  the  crop  ? "  I  said,  "  I  can  let  you  have 
|lOO  every  two  or  three  days."    But  that  would  not  be  enough  to 

fiay  his  expenses  for  one  day.  Now  we  are  limited  to  $200  a  day 
rom  our  banks.  They  will  pay  our  checks  as  long  as  we  have  some 
money  in  there,  but  they  will  not  promise  to  let  us  have  any  more 
than  that.  We  can  not  afford  to  strain  our  credit  unless  we  have 
got  assistance  to  hold  the  price  of  cotton  up.  If  we  went  ahead  and 
advanced  money  without  knowing  we  would  get  sufficient  help  to 
carry  it  through  it  would  break  every  firm  in  the  South.  We  nave 
got  to  have  concerted  action  to  do  that. 

Last  Monday  a  week  ago,  when  this  trouble  first  came  on,  one  of 
our  National  Banks  in  Memphis  paid  out  $40,000  in  cash  to  a  lot  of 
Germans,  or  Russians  and  otner  foreigners,  they  drew  it  out  in  lumps 
of  $2,000,  $3,000  or  $4,000,  and  I  do  not  suppose  they  had  use  for 
more  than  $10  a  piece.    What  are  they  going  to  do  with  it  ?    They 
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are  going  to  bury  it.  And  every  safe  deposit  company  in  the  year 
1907  rented  every  box  that  they  had ;  the  people  took  out  their  money 
and  stuck  it  in  tnose  boxes  and  locked  it  up. 

Now,  the  Comptroller  of  the  Currency,  Mr.  Williams,  has  raised 
a  kick;  I  understand  he  has  sent  the  clearing  house  in  Memphis  a 
very  sharp  letter  jacking  them  up  about  their  refusing  to  pay  out 
money.  We  have  got  only  two  or  three  national  banks  in  Memphis, 
and  we  have  six  or  eight  State  banks.  The  State  banks  can  ao  as 
they  please  with  the  money  they  have ;  they  can  pay  it  out  or  hold  it. 
But,  as  to  the  national  banks,  suppose  the  Comptroller  says  "  You 
must  pay  all  those  checks  as  they  are  brought  there,"  what  would  be 
the  result  ?  In  24  hours  the  banks  would  close  up.  A  great  deal  of 
that  money  would  go  in  safe  deposit  vaults,  under  stumps,  in  hollow 
beds  and  every  other  place  where  the  people  who  were  afraid  of  the 
banks  would  put  it. 

Mr.  Helgesen.  Are  the  banks  not  paying  out  any  money  that  is 
on  deposit  there  now  ? 

Mr.  Love.  No,  sir ;  we  can  not  do  it  and  keep  the  banks  going.  It 
is  a  hardship  on  us;  we  suffer  about  as  much  as  anybody  else.  We 
have  ^t  1,200  or  1,500  customers  on  our  books,  and  it  is  a  terrible 
condition  of  affairs ;  and  if  we  do  not  get  money  to  enable  them  to 
have  the  cotton  picked,  what  are  they  going  to  do?  The  cotton  can 
not  stay  there.  If  they  do  not  pick  tne  cotton  in  September,  October, 
November,  or  December,  it  will  be  ruined;  it  will  depreciate  $25  a 
bale  or  more,  on  account  of  loss  of  grade :  and  we  must  have  money ; 
we  have  got  to  get  it  somewhere,  or  the  South  is  ruined.  Those  are 
the  facts ;  they  are  not  guess  work. 

Mr.  REnxy.  If  this  new  Federal  reserve  law  should  be  amended 
so  as  to  permit  your  banks  to  loan  money  with  cotton  warehouse  re- 
ceipts as  collateral,  would  not  that  help  you? 

Mr.  Love.  That  would  help  us  immediately ;  yes,  sir.  That  would 
carry  us  along  until  November  or  December,  when  our  receipts  get 
very  heavy.  But  as  I  said  before,  every  banker  wants  to  be  carenil. 
He  does  not  want  to  fail ;  he  wants  to  oe  in  solid  condition  so  as  to 
meet  any  runs  on  him. 

Now,  in  November  and  December  our  receipts  get  very  heavy,  and 
there  is  not  much  demand  for  cotton.  It  is  accumulating;  we  have 
got  to  build  more  warehouses;  we  have  got  to  take  care  of  it.  The 
bankers  then  will  say,  "We  have  got  just  as  much  loaned  on  cotton 
as  we  can  take  care  of.  It  is  a  risky  business  to  put  out  any  more; 
and  even  if  the  Government  will  allow  us- to  have  money  and  put  it 
out  on  cotton  at  $35  a  bale,  we  have  got  just  as  much  out  as  we  care 
to  have,  and  we  can  not  go  any  further." 

Then,  where  are  we?  We  are  in  a  worse  position  than  we  are 
now — or  just  as  bad. 

Mr.  Moss.  If  the  Government  is  willing  to  let  the  banks  have  the 
money,  under  the  Federal  reserve  act,  and  the  banks  themselves  have 
not  the  courage 

Mr.  Love  (interposing).  I  can  not  understand. 

Mr.  Moss.  I  say,  if  the  Government  should  be  willing,  under  the 
operation  of  the  Federal  reserve  law,  to  let  the  banks  have  the  money, 
on  asset  currency,  and  the  banks  in  the  South  themselves  have  not 
the  courage  to  put  it  out  on  cotton  at  8  cents  a  poimd,  do  vou  think 
the  Government  ought  to  have  more  courage  about  it  than  the  banks  t 
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Mr.  Love.  Well,  the  Government  realizes  that  if  those  banks  knew 
that  there  was  going  to  be  enough  money  raised  to  carry  this  cotton 
along,  whether  it  was  dragged  along  for  a  year  or  not,  they  would 
all  be  perfectly  safe;  but  the  trouble  comes  from  one  bank  fearing 
another;  it  is  due  to  the  fact  of  the  banks  fearing  the  general  condi- 
tions of  the  South  that  they  are  not  willing  to  take  this  responsibility 
and  carry  it  on  through.    There  is  where  we  fear  for  the  situation. 

Mr.  McLaughlin.  You  think  there  is^absolutely  no  danger  of  loss, 
but  the  banks  are  timid? 

Mr.  Love.  There  is  absolutely  no  danger.  If  you  go  back  for  a 
period  of  25  years,  you  will  find,  with  the  exception  of  two  or  three 
years,  that  cotton  has  been  away  above  those  prices;  the  trouble 
generally  comes  along  in  November  alid  December,  when  the  receipts 
are  heaviest,  and  then  if  conditions  such  as  the  present  come  along 
we  are  gone. 

You  take  the  spinners.  A  lot  of  the  buyers  have  sold  cotton  ahead. 
What  are  they  doing?  They  go  around  and  say,  "  You  fellows  watch 
out ;  the  market  is  going  much  lower."  What  are  they  talking  that 
way  for?  They  know  tnat  we  can  not  raise  the  prices.  They  want 
to  drive  that  cotton  down.  If  cotton  was  selling  at  3  cents  a  pound, 
they  will  say,  "Cotton  will  have  to  go  down  lower;  we  can  not 
handle  it  at  that  price."    They  did  that  before. 

This  proposition  would  be  absolutely  safe.  A  man  asked  me  the 
other  day,  "  What  are  you  going  to  do  with  this  crop  when  the  next 
crop  comes  on,  14,000,000  bales  ?  There  will  be  20,000,000  bales,  with 
what  is  left  from  this  year,  and  you  can  not  get  rid  of  it." 

Why,  it  is  absurd  to  think  that  a  man  can  get  money  to  raise  a 
crop  of  cotton  next  year,  with  all  the  uncertainty  of  raising  a  crop, 
and  he  can  not  get  the  money  on  his  crop  now ;  he  could  not  do  it. 
The  South  has  to  borrow  a  great  deal  of  money  in  order  to  raise  the 
crop. 

The  Chaibman.  I  wish  you  would  read  that  telegram.  Col.  Love, 
and  see  what  you  think  of  the  ideas  suggested  there. 

Mr.  Love  (reading) : 

Dublin,  Tex.,  August  11,  1914. 
The  House  Agricultural  Committee, 

House  of  Representatives,  Washington,  D.  C:: 
Suggest  that  cotton-raising  States  through  their  legislatures  provide  suitable 
warehouses  designated  to  protect  against  fire  and  weather;  warehouse  appor- 
tioned to  counties  based  on  number  of  bales  cotton  produced ;  these  warehouses 
to  be  designated  under  plans  approved  by  National  Government  and  designated 
as  Government-bonded  warehouse;  cotton  to  be  graded  and  weighed  by  bonded 
classers  and  weighers  under  the  supervision  of  National  Government  according 
to  the  Federal  standardization  certificates  issued  by  bonded  classers  and 
weighers,  covered  by  insurance,  to  be  used  In  national  and  State  banks,  and 
as  collateral  to  amount  of  three-fourths  of  value  of  cotton  at  time  they  are 
presented  as  collateral  stable;  price  to  be  made  under  present  circumstances; 
rate  of  interest  made  by  States  and  inserted  in  certificate. 

Nicholas  D.  Smith. 

That  would  not  help  us  through.  We  have  no  fixed  price  of  cot- 
ton now.  The  New  York  Cotton  Exchange,  which  is  a  future  mar- 
ket, and  the  New  Orleans  Cotton  Exchange,  which  is  a  future  mar- 
ket, generally  fix  these  conditions  on  prices.  The  country  works 
toward  the  values  that  they  put  on  it.  Those  exchanges  are  not 
open  now,  and  the  only  figures  we  would  have  to  go  on  now  would 
be  the  prices  at  which  the  actual  cotton  was  sellmg  in  the  market 
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where  they  are  receiving  it ;  that  is,  in  Houston  and  Galveston,  Tex. 
I  do  not  know  whether  they  are  selling  it  there  or  not,  but  they  are 
offering  9  cents  there  for  middling  cotton.  Now,  you  take  three- 
fourths  of  the  value  of  middling  cotton  at  that  price,  and  it  brings 
it  down  to  a  mighty  low  ebb. 

As  far  as  the  bonded  warehouses  are  concerned,  if  the  Government 
gives  this  relief,  they  should  be  under  its  supervision ;  thev  ought  to 
exercise  it ;  they  ought  to  haTe  the  men  who  would  look  after  it. 

As  far  as  the  grading  of  cotton  is  concerned,  there  is  a  considerable 
help  to  the  man,  to  the  (lovernment,  or  anybody  else  loaning  money 
on  cotton.  But  that  would  not  give  us  as  mucn  money  as  we  need. 
We  need  $40  a  bale  now. 

The  Chairman.  Col.  Love,  what  I  wanted  to  bring  out  in  asking 
you  to  read  the  telegram  is.  Do  you  not  think  that  under  your  own 
plan  it  would  be  necessary,  first  of  all,  that  the  cotton  be  graded  by 
some  person  supervised  by  the  Federal  Government? 

Mr.  Love.  If  the  Government  advanced  the  money  ? 

The  Chairman.  If  the  Government  advanced  the  money;  yes. 

Mr.  Love.  I  certainly  do;  yes,  sir. 

The  Chairman.  And,  secondly,  that  this  cotton,  after  being 
graded,  shall  be  put  into  a  warehouse  which  is  recognized  as  being 
a  proper  warehouse  by  the  Federal  Government? 

Mr.  Love.  I  certainly  do;  yes,  sir. 

The  Chairman.  Those  are  the  points  I  wanted  to  bring  out. 

Mr.  Love.  I  thought  you  alluded  to  the  amount. 

The  Chairman.  No. 

Mr.  Love.  Now,  the  grading  question — I  have  heard  some  gen- 
tlemen talk  about  that  here.  Every  section  of  the  country  is  differ- 
ent in  that  respect;  we  all  have  different  lines  of  cotton.  I  am  not 
familiar  with  South  Carolina  and  Georgia  and  all  those  sections  on 
the  Atlantic  coast;  but  from  the  spinners  and  buyers  that  we  have 
in  Memphis,  I  understand  that  their  grade  of  cotton  is  better  grade 
than  ours,  but  inferior  in  staples. 

Now,  if  the  grades  of  cotton  are  fixed,  the  man  who  has  cotton  of 
three- fourths  of  an  inch  staple  has  cotton  which  is  worth  far  less 
than  the  same  grade  of  cotton  in  1  inch  or  1^^  inches,  or  IJ  or  1^ 
inches,  yet  the  cotton  would  be  graded  middling,  or  any  other  grade 
it  might  happen  to  be. 

Now,  if  that  is  the  case,  I  do  not  see  how  that  condition  could  be 
met  unless  the  length  of  each  staple  is  put  on,  in  addition  to  the 
grade.  Then,  if  that  is  the  case,  it  is  a  difficult  matter  to  get  the 
proper  length  of  cotton  when  it  is  just  ginned  or  when  it  is  laid  out 
-  on  the  ground,  and  the  moisture  is  next  to  the  cotton,  or,  rather,  I 
should  have  said  the  cotton  is  not  thoroughly  dry. 

Now,  I  will  give  you  one  instance  which  occurred  last  f all :  A  man 
sent  us  a  sample  of  cotton  and  asked  our  opinion  of  the  price.  We 
wrote  to  him  that  it  was  worth  17  cents  a  pound.  The  grade  was 
strict  middling,  and  the  staple  was  fully  Ig  inches  as  we  got  it — ^when 
we  got  that  cotton  in. 

The  man  did  not  wait  for  our  price,  but  he  shipped  the  cotton 
right  on.  When  we  got  that  cotton  in,  and  put  it  on  our  tables,  the 
cotton  was  not  up  to  what  we  expected.  The  expressman  in  bringing 
those  samples  to  us  let  them  get  damp,  and  they  pulled  better,  the 
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fiber  was  longer,  and  it  had  a  better  drag  to  it  than  it  showed  after 
it  got  dry;  and  the  best  we  could  get  on  that  cotton  was  16 J  cents; 
and  the  result  was  that  the  man  got  angry  and  never  shipped  any 
more  cotton  to  us. 

He  said  he  was  offered  in  the  country  18  cents  a  pound  for  it,  and 
that  it  was  filUy  1^-inch  cotton,  as  he  had  been  told  by  a  buyer. 

I  asked  him  did  he  examine  that  cotton.  He  said  he  went  to 
the  gin  and  cut  a  hole  in  the  bale,  and  he  cut  a  sample  out  there. 
I  asked  him,  '^  Was  the  sample  taken  down  on  the  edge  next  to  the 
ground?"  He  said  he  did  not  know,  but  thought  it  was  next  to  the 
ground.  And  there  was  where  the  trouble  was ;  the  cotton  was  moist, 
and  in  pulling  out  it  showed  up  one-eighth  of  an  inch  longer  than 
it  was;  and  even  when  we  got  it  it  showed  up  one-sixteenth  of  an  inch 
longer  than  it  really  was. 

Now,  it  is  all  right  to  grade  cotton,  but  when  you  sample  it  out 
a  difference  of  sixteenths  makes  a  vast  difference  in  the  value  of  the 
cotton.  Take  middling  cotton,  say  it  is  worth  10  cents  on  grade: 
say  that  cotton  is  If  inches,  or  three-eighths  of  an  inch  longer  than 
the  average  of  upland  cotton,  you  could  get  a  profit  there  prooably  of 
$3.50  to  $5  a  bale. 

Now,  as  I  understand,  the  Grovemment  wants  to  reduce  cotton 
down  to  nine  grades — ^to  cover  this  whole  question  of  grades  that  we 
have.  Such  an  arrangement  would  be  all  right  to  put  on  contract 
cotton.  I  understand  that  New  York  has  a  system  of  what  is  called 
certificating  cotton,  whereby  they  take  their  samples  from  the  cotton, 
and  that  cotton  is  then  laid  aside  as  certificate  cotton;  but  that  de- 
pends on  those  contracts,  and  it  varies  according  to  the  length  of 
staple  that  is  put  on  those  certificates;  and  I  think  that  would  be  an 
advantage  to  contract  cotton,  or  to  the  man  who  raises  cotton  and 
who  wants  to  sell  it;  but  unfortunately  for  the  man  who  raises  the 
cotton  it  is  a  difiicult  matter  to  tell  what  it  is.  Now,  although  I  have 
been  handling  cotton  for  40  years,  I  am  not  an  expert.  That  sounds 
singular.  And  yet  I  have  heard  of  these  men  who  go  to  cotton 
schools  and  expect  to  become  experts  in  three  months.  The  way  we 
make  experts  is,  we  taJse  a  young  man  who  has  got  tact.  You  take 
your  daughter  and  put  her  to  the  piano;  you  can  let  her  study  for 
40  years  and  she  never  will  learn  how  to  play;  she  can  play  by  note, 
but  not  without  her  notes;  she  could  not  do  it  unless  she  nad  the  tact. 
They  have  got  to  have  a  tact  for  it.  And -the  men  who  can  tell  about 
cotton  have  got  to  be  bom  to  it.    They  can  not  be  made  to  it. 

You  take  a  young  man  and  start  him  on  the  work;  he  first  goes 
in  the  cotton  room  and  assists  the  cotton  man;  he  is  pulling  that 
cotton  and  handling  it ;  and  it  takes  him  6  or  8  or  10  years  to  get 
up  to  where  he  knows  about  cotton.  I  would  not  give  a  cent  for  a 
man  from  a  cotton  school ;  he  is  worse  than  a  man  who  has  never  seen 
a  bale  of  cotton;  a  man  with  a  smattering  of  knowledge  is  worse 
than  one  with  none  at  all. 

I  had  a  man  send  me  cotton  last  year  whose  son  was  in  a  cotton 
school.  He  told  us  just  what  that  shipment  of  cotton  was.  I  told 
our  cotton  man  "  You  are  going  to  have  trouble  with  that  cotton. 
You  must  not  only  examine  it  on  the  tables,  but  put  an  auger  in  it." 

When  he  did  so  he  found  that  this  very  cotton  which  was  picked 
out  as  being  worth  more,  was  worth  half  a  cent  less  than  the  other. 
That  man  had  the  highest  confidence  in  us ;  but  we  lost  his  business, 
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although  we  had  given  a  quarter  of  a  cent  more  for  his  cotton  than 
he  thought  we  would  get— because  we  did  not  agree  with  his  son. 

That  IS  the  trouble  with  the  average  farmer.  He  is  not  an  expert; 
and  the  man  who  is  handling  cotton  every  day,  unless  he  has  tact  for 
it,  is  not  an  expert;  but  the  value  of  cotton  is  hard  to  get.  You  can 
get  the  grade  fairly  well,  but  when  you  come  to  the  question  of 
staple,.that  may  run  from  one-half  an  inch  to  2  inches. 

In  fact,  I  have  seen  a  staple  up  to  3  inches.  Now,  that  3-inch 
staple  was  worthless;  it  was  something  never  heard  of  before.  It 
came  around  in  a  rather  singular  way :  The  man  who  had  the  cotton 
did  not  know  what  he  did  have.  He  was  an  old  friend  of  my  part- 
ner; he  was  sheriff  of  the  county  in  which  my  partner  had  lived. 
And  my  partner  was  complaining  about  the  cotton  being  handled 
so  badly.  And  he  said,  "Cotton  as  long  as  this,"  indicating  some 
cotton  we  had,  "  a  man  ought  to  be  ashamed  of  himself  for  picking 
it  wet."  The  sheriff  said,  "How  long  is  this?"  My  partner  said, 
"  One  and  three-quarters  inches."  The  farmer  said,  "  That  is  noth- 
ing, I  have  got  cotton  2^  inches  long."  My  partner  did  not  believe 
it.  The  farmer  said,  "  I  will  show  you.  I  will  send  you  a  sample 
of  it." 

He  sent  us  a  sample,  aixd  it  was  3  inches  long ;  it  had  no  strength 
whatever.  He  got  the  seed  from  the  Department  of  Agriculture, 
and  it  was  raised  in  the  prairies  of  Arkansas,  where  they  do  not 
raise  good  cotton.  Well,  the  Associated  Press  got  hold  of  it ;  it  was 
just  before  the  World's  Fair  at  Chicago.  They  wired  us  down  there 
to  know  about  the  seed,  and  where  they  could  get  them ;  and  I  sup- 
pose we  got  1,000  letters  on  the  subject.  We  got  tired  of  answering 
them. 

I  said  one  day,  "  I  was  offered  $10  for  10  of  these  seed  the  other 
day."  A  man  in  the  office  at  tJtie  time  said,  "  I  would  give  him  $25 
for  10  of  those  seed." 

Well,  the  result  was  that  that  man  would  have  been  made  a  mil- 
lionaire; but  he  would  not  sell  those  seed  at  all;  he  kept  the  cotton 
three  years,  and  it  went  back  to  If  inches,  and  he  never  got  a  cent 
out  of  it. 

That  is  the  way  they  do.  It  shows  you  the  ignorance  of  the 
farmer. 

Take  this  classification :  That  would  help  the  man  who  was  selling 
the  cotton  without  going  tg  some  expert  to  classify  it ;  that  would  aid 
him  to  do  it.  But  we  have  got  something  else  to  stop  us  right  there : 
How  is  he  going  to  get  that  grade  ?  He  has  got  to  go  to  some  cen- 
tral place  to  have  it  graded.  These  graders  can  not  go  around  to 
every  gin ;  it  is  too  expensive. 

Another  thing,  if  he  is  going  to  get  the  staple  he  has  got  to  give 
those  grades  different  times  to  dry  out ;  and  I  do  not  believe  there  is 
a  man  living  who  would  buy  cotton,  either  on  grade  or  on  staple, 
unless  it  was  guaranteed.  Take  our  business,  we  never  sell  cotton 
that  is  guaranteed.  A  man  comes  in  and  says  to  us,  "  Where  is  the 
strict  middling?"  We  say  to  him,  "Now,  you  look  at  that  cotton." 
He  goes  and  satisfies  himself;  he  goes  down  to  the  war^ouse  and 
sees  the  cotton ;  and  we  take  a  sample  out  of  that  bale  of  cotton  for 

him. 

I  heard  a  man  say  yesterday  that  a  bale  of  cotton  loses  5  or  6 

pounds  from  the  samples  taken  out.    There  is  no  reason  why  that 
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should  be  so.  They  are  not  thieves  in  the  cotton  business.  Any 
reputable  man  has  no  earthly  reason  for  taking  out  more  than  6  or  8 
c^ces  from  a  bale  of  cotton.  That  is  all  it  should  lose  in  that  way. 
Now,  tbe  naan  who  made  that  remark  either  did  so  in  jest  or  he  lost 
^ht  of  the  fact  that  there  are  honest  cotton  men,  the  same  as  there 
are  honest  Congressmen,  Senators,  lawyers,  or  anybody  else. 

Now,  this  cotton  will  not  hold  up.  The  man  goes  down  to  the 
shed;  he  examines  that  cotton j  he  weighs  it  if  he  wants  to,  after  our 
weigher  has  done  so;  we  weighed  that  cotton  in  line.  He  is  not 
willme  to  take  it  from  those  samples,  although  he  sees  it  right  in 
the  bale.  He  splits  the  head  of  that  bale  or  sticks  an  augur  in  there 
to  see  that  it  is  all  right. 

This  last  year  our  rejections  on  account  of  mixed  cotton  generally 
amount  to  about  1  per  cent — this  year  they  averaged  about  15  or  20 
per  cent — ^to  show  you  how  low-grade  cotton  was  mixed  all  in  it, 
and  I  do  not  believe  that  6  per  cent  of  the  men  who  shipped  the 
cotton  in  to  us  intended  to  have  it  mixed ;  it  was  unavoidable.  But 
it  was  there.  Now,  the  man  who  is  going  to  ship  on  grades  has  got 
to  have  somebody  to  guarantee  him ;  we,  as  factors,  could  not  do  it ; 
you  must  go  down  and  examine  that  cotton  yourself.  The  samples 
would  do  us  no  good  as  factors,  because  we  would  have  those  sam- 
ples drawn  at  the  shed  and  have  him  examine  those  samples  and  let 
him  determine  for  himself. 

The  ginner  could  not  guarantee  you  the  grade.  Why  ?  Because  a 
great  many  of  the  ginners  load  their  gins  with  suctions.  The  far- 
mer carries  his  wagon  of  cotton  in  there  and  they  bring  this  suc- 
tion pipe  down  and  it  sucks  it  up.  That  ^nner  does  not  know  what 
that  cotton  is  in  the  middle  of  that  bed ;  ne  does  not  know  whether 
it  is  the  same  all  the  way  through,  and  probably  the  farmer  does 
not  know  that;  the  farmer  thinks  it  is  all  right;  but  he  may  have 
good  cotton  on  one  edge  and  low  cotton  in  the  middle,  and  good 
cotton  on  the  other  edge.  He  gets  a  sample  out  of  it  and  he  thinks 
it  is  all  right.  The  ginner  will  get  out  of  that  bale  $1  or  $1.50 
profit 

The  man  who  comes  along  and  classes  that  cotton  could  not  class 
it  unless  he  stuck  an  augur  in  it ;  he  would  have  to  bore  every  bale  to 
see  if  it  is  all  right    Now,  that  is  on  grade. 

Now,  whenever  you  stick  an  augur  in  a  bale  of  cotton  you  are 
going  to  have  a  loss  of  5  or  10  pounds  on  that  bale.  The  air  passes 
right  through  those  passages  and  dries  the  cotton  out,  and  you  are 
going  to  have  a  heavy  loss  on  it. 

Now,  when  it  comes  to  the  staple  of  that  cotton,  I  do  not  believe 
there  is  a  man  who  would  undertake  to  buy  cotton  and  sell  it  on 
somebody  else's  classification. 

Take  the  nine  Government  grades.  I  asked  a  buyer  a  short  while 
ago,  who  buys  about  75,000  bales  from  the  factors  all  over  the 
country:  "How  many  different  types  have  you?"  He  said,  "Well, 
we  have  between  150  and  175."  I  said,  "  I  did  not  mean  to  ask  how 
many  different  marks  you  had,  but  how  many  different  types  or 
variations?" 

He  said,  "  I  have  that  many  types,  and  every  one  of  those  types 
has  a  different  value." 

How  are  you  goin^  to  condense  them  into  nine  grades?  You  can 
say,  "Here  is  middung,  and  here  is  strict  middhng."    There  is  a 
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variation.  We  will  put  this  in  as  strict  middling.  We  will  put 
that  in  a  strict  middling  bale." 

If  you  do  that  the  farmer  will  suffer,  because  there  is  a  difference 
in  value  of  about  $2.50  to  $5  a  bale  between  those  grades.  You 
have  got  to  put  those  variations  in  one  grade  or  the  other,  and  there 
is  such  a  vast  difference  between  them. 

Now,  why  is  there  this  difference  ?  Up  to  six  years  ago  there  was 
$6  a  bale  difference  in  value  between  ordinary  cotton  and  good  mid- 
dling cotton.  That  covers  the  ordinary  shipments  that  we  get.  We 
have  had  an  idea  in  our  country  that  cotton  was  cotton,  and  we  will 
go  ahead  and  pick  it  regardless  of  how  we  get  it,  because  Smith, 
Jones,  or  Brown,  who  are  the  buyers,  pay  the  same  price  for  it  any- 
how, and  as  a  result  of  that  we  have  had  a  big  accumulation  of  lower 
Srades  and  nothing  of  the  higher  grades;  that  is,  from  strict  mid- 
ling  up.  The  English  trade  has  found  that  there  is  a  great  deal  of 
loss,  a  great  deal  more  of  waste  in  the  lower  grades  than  in  the 
higher  grades.  It  used  to  be  the  case  that  they  would  not  pay  you 
any  more  for  middling  and  the  better  grades  than  for  strict  low 
middling.  They  wanted  a  sample  of  a  blue,  pearly  color,  and  a  big 
leaf  in  it  the  size  of  your  thumb  nail.  They  have  got  out  of  that 
idea.  They  have  found  that  every  foreign  substance  is  a  loss  in 
spinning.  Now  they  all  want  the  better  grades.  The  result  is  that 
there  is  a  vast  difference  in  the  price.  It  is  now  about  $20  between 
the  price  of  ordinary  and  good  middling. 

One  great  trouble  the  farmers  have — and  I  am  sorry  to  say  that 
they  do  not  realize  it — is  the  ginning  of  cotton.  We  have  got  im- 
proved systems  throughout,  the  country.  They  have  batteries  of  two, 
three,  four,  or  six  gins,  probably  eight  ^ns,  and  they  fill  those 
hoppers  and  they  go  right  ahead  with  the  ginning.  Mr.  Jones  comes 
along  and  has  a  bale  of  cotton  and  he  will  get  a  straight  sample. 
Mr.  Brown  comes  in  and  he  gets  a  sample.  The  hopper  never  stops. 
They  switch  it  off  from  Mr.  Jones's  cotton  to  Mr.  Brown's  cotton,  and 
from  Mr.  Brown's  cotton  to  Mr.  Smith's  cotton,  and  what  if  Mr. 
Jones's  cotton  is  of  low  grade?  On  the  sample  side — which  is  the 
bottom  of  the  bale,  they  always  sample  that — ^the  good  cotton  will  go 
in  that  sample,  because  Mr.  Smith,  whose  cotton  went  in  just  before 
Mr.  Jones's,  had  gdod  cotton.  Then  Mr.  Jones's  low-grade  cotton 
comes  on  top  of  that.  Then  there  is  some  low-grade  cotton  left  in, 
and  that  will  go  in  on  Mr.  Brown's  sample,  and  he  has  probably  a 
good  cotton,  and  so  there  will  be  a  low  sample  put  on  his  cotton. 
Then  they  mix  all  the  cotton — ^probably  not  more  than  25  or  30 
pounds  or  one  kind  to  the  bale — and  probably  it  is  a  mixed  bale  all 
the  way  through  because  the  ginner  can  not  stop  to  run  the  seed  out 
in  every  case  and  get  rid  of  the  different  cottons,  and  he  is  mixing 
up  the  cotton. 

This  year  we  have  had  so  many  rejections  that  we  cut  both  sides 
of  the  bale,  bottom  and  top,  to  see  if  we  could  not  remedy  the 
trouble.  Such  a  thing  had  never  been  done  before  since  we  had  been 
in  the  business.  But  still  we  could  not  stop  it ;  between  the  samples 
and  the  middle  of  the  bale  there  would  be  low  cotton.  That  condition 
has  done  the  South  more  harm  than  anything  else — when  they  pick 
it  and  gather  it  they  do  not  handle  it  nicely. 

I  was  in  a  gin  house  not  long  ago,  and  I  said,  "  Look  how  trashy 
you  are  in  handling  this  cotton ;  it  would  make  a  dog  howl."   He  said^ 
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^'Mr.  Martin  will  not  pay  me  any  more  when  it  is  handled  nicely. 
Why  should  I  want  to  do  that  when  they  pay  me  the  same  price  for 
it  anyhow?" 

The  Chaibmak.  Are  there  any  further  quiestions,  gentlemen?  If 
not,  Col.  Love,  we  are  very  much  obliged  to  you. 

Mr.  Haxjgen.  You  said,  Mr.  Love,  that  the  grading  would  work 
all  right  in  the  future  contracts,  but  not  between  the  buyer  and 
seller? 

Mr.  Love.  Will  you  repeat  the  question? 

Mr.  Haugen.  You  said  that  the  grading  or  classing  of  cotton  is  all 
right  for  the  future  contracts,  but  not  in  your  business.  Will  you  ex- 
plain the  difference? 

Mr.  Love.  I  can  see  only  one  tiling  in  which  the  grading  of  ciitton 
will  help ;  that  is,  if  the  man  who  raises  the  cotton  is  willing  to  go  to 
the  expense  of  having  an  expert  grade  it.  That  would  help  him,  be- 
cause they  are  utterfy  at  sea  when  they  go  to  sell  their  cotton.  1 
mean  the  majority  of  them.  I  think  90  per  cent  of  the  people  in  the 
South  would  be  covered  by  that. 

Now,  if  the  farmer  gets  that  information,  that  would  only  apply 
to  the  grading  of  the  cotton.  It  would  help  him  some,  of  course. 
If  he  knew  absolutely  nothing  about  the  value,  the  grading  would 
help  him  some  on  that.  But  what  if  that  bale  of  cotton  was  middling 
ana  ItV  inches? 

Now,  suppose  he  had  a  neighbor  with  middling  cotton,  i  inch ;  it 
is  all  mid(Uuig.  ^ow,  for  illustration,  suppose  his  neighbor  sold  his 
cotton  for  10  cents,  and  this  man  who  had  l^V  inches  would  get  10^ 
cents  for  his  cotton.  The  neighbor  who  sold  his  cotton  probably  did 
not  have  it  graded ;  he  got  10  cents. 

Now,  thi$  man  who  got  10^  cents  would  be  pleased,  because  the 
man  gave  him  the  information. 

Now,  if  that  man  did  not  give  him  the  information  on  the 
staples 

Mr.  Haugen  (interposing).  Is  not  the  staple,  and  the  quality,  and 
the  type,  and  everything  else  taken  into  consideration  in  classing 
cotton? 

Mr.  Love.  Well,  as  I  say,  it  would  be  almost  impossible  to  esaniine 
cotton — and  it  is  very  hard  to  get  your  experts  on  that  wba  would 
be  accurate  in  giving  the  different  lengths  of  staple ;  it  is  more  diA- 
cult  to  get  the  staple  of  cotton  than  it  is  the  grade. 

And  when  you  go  into  those  details  you  complicate  matters  con- 
siderably. Then  you  are  going  to  have  higher-priced  men;  and  a 
man  who  is  in  a  place  where  they  do  not  raise  much  cotton  could  not 
get  much  benefit;  he  would  have  to  carry  it  to  a  place  where  they 
centralize  cotton,  in  order  to  get  the  benefit  of  the  classification. 
You  could  not  get  sufficient  good  men  to  go  all  around  to  those  gin 
houses  and  give  the  information. 

Now,  on  future  contracts,  when  you  come  to  New  York,  if  there 
was  a  law  so  that  those  grades  would  apply  there,  and  you  should 
have  to  make  a  variation  in  the  delivery,  that  would  help. 

Now,  if  a  buyer  should  want  to  line  the  cotton,  he  would  not  buy 
this  cotton  from  grades,  unless  they  were  guaranteed  to  him.  Who 
is  going  to  guarantee  it  ?  You  can  not  make  a  man  buy  cotton.  You 
can  telThim  the  price,  but  if  your  terms  do  not  suit  him  he  can  refuse 
to  buy. 
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Mr.  Haugen.  You  are  familiar  with  the  Lever  bill,  are  you? 

Mr.  Love.  Only  from  what  I  have  heard  here;  I  have  been  here 
two  days. 

Mr.  Haugen.  I  understood  Mr.  Marsh,  of  New  York,  to  say  that 
the  bill  would  be  of  no  value  unless  it  provided  a  standardization  of 
value.  And  I  believe  you  are  the  first  witness  who  has  appeared  here 
who  has  been  against  the  standardization. 

Mr.  Love.  Well,  if  you  will  believe  it,  I  do  not  have  any  dealings, 
whatever  in  future  contracts;  I  do  not  know  anything  about  future 
contracts. 

Mr.  Haugen.  But  I  understood  you  to  say  that,  so  far  as  the 
future  contracts  were  concerned,  the  standardization  would  be  all 
righ^;  but  that  that  would  not  be  so  in  the  case  of  the  farmer  ? 

Mr.  Love.  And  that  is  what  I  meant.  I  mean  in  dealing  with 
contracts,  it  would  help  there.  And  it  would  help  the  man  who  was 
selling  the  cotton.  As  I  heard  a  man  say  the  other  day,  these  three, 
four,  or  six  bale  men,  who  had  a  mortgage  on  their  crop,  it  would 
be  of  assistance  to  them  or  to  anybody  who  could  tell  about  the  value 
of  this  cotton.    There  is  no  question  about  that. 

But  I  mean  that  in  order  to  sell  it  to  the  spinner  at  the  full  market 
value  you  must  give  those  men  an  opportunity  to  examine  that  cotton 
to  see  what  they  are  buying  and  know  what  they  are  getting. 

Mr.  Haugen.  They  would  not  accept  it  on  a  certificate? 

Mr.  Love.  No  ;  they  would  not  take  it  from  us.  They  know,  or 
they  think,  that  we  are  reputable  people.  We  go  dowu  to  the  ware- 
house and  get  the  samples,  and  it  is  not  more  than  two  days  before 
they  see  them  and  put  them  on  the  table ;  and  they  will  not  take  our 
somples. 

Mr.  Haugen.  And  it  is  customary  to  examine  every  bale,  is  it? 

Mr.  Love.  That  is  the  only  way  of  doin^. 

Mr.  Haugen.  By  the  spinners — ^the  spmners  examine  the  cotton 
that  they  buy — these  bales? 

Mr.  Love.  I  do  not  think  that  you  understand  how  the  cotton  is 
sold.    A  spinner  comes  to  Memphis  and  wants  500  or  1,000  bales. 

Mr.  Haugen.  Yes. 

Mr.  Love.  Now,  we  take  that  cotton  and  put  it  on  the  table,  the 
diflferent  grades.  We  never  try  to  make  a  man  take  what  he  does 
not  want;  if  we  do  we  get  low  prices. 

In  order  to  facilitate  matters,  our  tables  will  hold  150  samples. 
We  will  pick  out  a  table  of  middling,  strict  middling,  good  middling, 
and  different  lengths. 

Now,  he  comes  in  and  examines  the  cotton  and  fills  his  bill.  The 
average  spinner  uses  only  a  few  grades^  and  they  do  not  buy  what 
they  do  not  want. 

Mr.  Haugen.  On  an  average,  how  many  grades  does  a  spinner  usef 

Mr.  Love.  You  could  not  make  an  average  of  that,  because  it  is 
dependent  upon  the  class  of  goods  the  spinners  make.  If  they  are 
making  fine  domestics,  they  probably  would  not  use  more  than  two 
grades  of  cotton.  Now,  when  the  spiner  buys  that  cotton,  we  give 
our  warehouseman  a  list  of  those  numbers ;  we  number  each  bale  of 
cotton  as  it  goes  in  the  warehouse.  We  begin  the  season  with 
No.  1,  with  the  planter's  mark  and  number  on  each  one  of  those 
bales.    When  we  sell  that  cotton  we  order  it  out  by  those  numbers. 
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Our  weigher  adds  the  weights  on  the  cotton  or  the  buyers  can  do  so. 
Then  the  buyer  goes  and  examines  that  cotton  and  sees  that  it  is  all 

Tisht ;  he  does  not  take  our  examination ;  he  buys  by  his  samples 

fllr.  Haugen  (interposing).  He  buys  by  the  samples,  but  he  ex- 
amines the  cotton  before  he  gets  it? 

Mr.  LovB.  Yes,  sir. 

Mr.  Hatjoen.  That  is  what  I  wanted  to  get  at. 

Mr.  Love.  And  if  the  cotton  does  not  come  up  to  within  half  a 
grade  of  the  sample,  on  good  cotton,  or  one  grade  on  low  cotton, 
which  makes  it  very  favorable  to  the  man  who  owns  the  cotton,  be- 
cause those  glides  are  now  from  $3.50  to  $5  apart,  he  does  not  have 
to  take  it;  if  it  comes  up  to  within  half  a  grade  on  the  good  cotton 
and  one  grade  09  the  low  cotton,  under  the  rules  of  our  exchange  he 
must  take  it. 

Mr.  Haugen.  Now,  just  one  other  question :  Are  you  for  or  against 
the  standardization  of  cotton?    Is  it  practicable?    Can  it  be  done? 

Mr.  Love.  There  is  no  objection  to  tne  standardization  or  grading 
of  cotton ;  but  you  are  not  going  to  give  the  relief  by  that  that  you 
think  you  are  now.  As  I  say,  you  can  not  use  those  samples  all  the 
way  through.  You  can  only  use  them  at  the  beginning  and  at  the 
exchanges.  In  this  middle  space  I  do  not  think  you  can  use  them.  I 
do  not  think  any  spinner  will  take  those  samples,  because  there  are 
so  many  different  parts  of  a  bale  and  so  many  bales  in  a  carload  of 
cotton. 

Now,  you  take  wheat ;  you  can  take  this  immense  carload  of  wheat 
and  get  the  average  of  that  wheat.  You  put  it  in  the  bin  and  you 
know  you  have  got  No.  1,  2,  8,  or  4  wheat. 

But  with  cotton  you  can  not  do  that.  You  have  got  to  put  those 
augers  into  a  bale,  and  then  the  cotton  dries  out  where  you  have 
the  holes.  And  whenever  you  touch  it,  the  man  who  is  raising  the 
cotton  has  got  to  suffer.  And  yet  I  suppose  all  this  is  done  with  a 
view  of  helping  the  producer. 

Now,  if  1  was  a  cotton  producer — ^I  do  no  raise  any  cotton,  but 
if  I  did,  I  would  not  want  mj  cotton  bored,  because  if  it  was  it  would 
lose  considerable  in  weight  in  the  course  of  a  few  weeks,  no  matter 
whether  it  was  pulled  out  or  not;  if  you  bore  it  with  an  auger  you 
will  have  a  loss  in  the  weight  of  that  bale. 

Mr.  Reilly.  Do  you  not  have  to  do  that  under  the  present  system  ? 

Mr.  Love.  You  only  do  that  when  the  buyer  comes  and  that  cotton 
has  already  been  weighed,  and  if  the  cotton  does  not  come  up  to 
within  hall  a  grade  on  good  cotton,  under  most  of  the  exchange  rules 
the  buyer  can  reject  it,  and  on  the  lower  grades  he  can  do  so  if  it 
does  not  come  within  one  grade  of  the  sample.  But  what  if  you  are 
going  to  adopt  this  grade  system? 

Mr.  Reiixt.  The  mere  fact  that  this  bill  provides  for  the  establish- 
ment of  definite  standards  does  not  necessarily  change  the  method  of 
determining  the  standard,  does  it? 

Mr.  Love.  No  ;  and  I  do  not  think  nine  grades  will  cover  it. 

Mr.  Rbuxt.  That  is  a  different  matter;  you  may  object  to  the 
number  of  grades,  but  you  have  stated  that  it  is  impossible  to  grade 
cotton. 

Mr.  Lovb.  No  ;  you  misunderstood  me. 

Mr.  Rbuxt.  That  is,  to  grade  it  so  that  it  will  cover  all  the  dif- 
ferent sections  of  the  country  ? 
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Mr.  Love.  I  say  that  the  same  standard  would  not  cover  the  dif- 
ferent sections  of  the  country. 
Mr.  "RehAjY.  Well,  the  same  grade,  then? 

Mr.  Love.  Yes.  Now,  you  take  the  Delta  country;  very  little  of 
that  will  be  lower  than  l^^  inch.  When  we  sell  it  as  uplaiid  cotton 
we  get  16  or  16  cents  for  it.  It  is  all  the  same  grade,  but  there  is  a 
difference  in  price  owing  to  the  staple.  Each  section  of  tlie  country 
has  a  different  grade. 

Mr.  Eeilly.  Then,  according  to  your  opinion,  it  is  absolutely  im- 
possible to  establish  the  same  grade  for  the  whole  country? 

Mr.  Love.  I  do  think  so.  You  would  have  to  have  a  grade  for 
South  Carolina,  you  would  have  to  have  a  grade  for  Georgia,  a  grade 
for  Mississippi,  and  a  grade  for  Oklahoma.  Oklahoma,  I  am  sorry 
to  say,  woula  be  about  the  worst — ^and  then  you  would  go  on  down 
to  Texas  and  have  different  grades  there. 

Mr.  Haugen.  The  representatives  of  the  New  York  Cotton  Ex- 
change who  appeared  before  this  committee — ^Mr.  Marsh  and  I  do 
not  recall  the  names  of  the  others — have  approved  the  standards  fixed 
by  the  Department  of  Agriculture  and  have  O.  K'd  them. 

Mr.  Love.  Now,  when  you  speak  of  the  New  York  Cotton  Ex- 
change you  must  remember  that  you  are  dealing  almost  wholly  with 
futures.    Our  exchange — ^ — 

Mr.  Haugen  (interposing).  I  was  trying  to  find  out  the  differ- 
ence. 

Mr.  Love.  Our  exchange  does  not  deal  in  futures.  We  deal  in 
actual  stuff.    Now,  I  admit  that  in  blocks — r- 

Mr.  Haugen  (interposing).  Well,  I  want  to  find  out  the  distinc- 
tion between  the  two. 

Mr.  Love.  You  spoke  yesterday  about  100-bale  blocks.  I  believe 
cotton  on  the  future  market  is  sold  in  100-bale  blocks — ^but  I  do  not 
want  to  take  up  too  much  of  the  time  of  the  committee,  and  I  will 
not  go  into  that* 

The  Chaikman.  We  are  very  much  obliged  to  you  for  your  state- 
ment. 

Mr.  Love.  Thank  you. 

The  Chairman.  Shall  we  go  on,  gentlemen  of  the  committee,  for 
a  few  minutes  and  hear  some  of  the  commissioners  of  agriculture  of 
the  Southern  States? 
Mr.  Haugen.  Let  us  hear  them  now. 

STATEMENT  OF  MB.  E.  W.  DABBS,  FBESIDENT  OF  THE  STATE 

FABUEBS'  XTNIOir  OF  SOTTTH  CABOUHA. 

Mr.  Watson.  I  want  to  introduce  now,  Mr.  Chairman,  Mr.  E.  W. 
Dabbs,  the  president  of  the  State  Farmers'  Union  of  South  Carolina. 

The  Chairman.  Will  you  give  your  name  and  state  whom  you 
represent? 

Mr.  Dabbs.  My  name  is  E.  W.  Dabbs ;  I  am  president  of  the  State 
Farmers'  Union  of  South  Carolina ;  also  chairman  of  the  committee 
on  banking  and  currency  of  the  State  Farmers'  Union  and  chairman 
of  the  National  Farmers'  Union  committee  on  treasury  deposits, 
and  I  am  also  associate  editor  of  the  Aggressive  Farmer,  the  paper 
of  the  farmers'  union. 


UNIFOBM  8TANDABDS  FOE  COTTON.  901 

I  understand  that  the  time  which  I  have  is  very  limited ;  and  it 
mu  be  very  hard  for  me  to  go  into  the  matters  which  I  would  like 
to  go  into  m  the  time  which  the  committee  has  at  my  disposal. 

1  would  like  to  say  at  the  outset  that  my  opinion  of  this  bill  that 
you  have  before  yoy  now  is  that  we  do  need  some  official  standardi- 
zation and  ^dmg  to  protect  the  banks  on  the  one  hand  and  the 
farmers  on  the  other.  There  has  been  a  great  deal  said  about  the 
hundred  variations  in  the  types  of  cotton  that  are  sold.  The  farmer 
does  not  taiow  anything  about  more  than  five  or  six  or  eight,  at  the 
outside.  These  variations  may  come  in  when  the  mill  buyer  gets  a 
lot  of  cotton,  and  he  makes  a  profit  of  25  or  50  cents  on  a  bale  by 
reason  rf  a  variation  of  one-sixteenth  inch  in  the  length  of  the 
staple.    But  the  farmer  has  nothing  to  do  with  that. 

The  Chaibman.  Eight  in  that  connection,  before  you  get  away 
from  it,  I  wish  you  would  tell  the  committee,  because  you  are  a 
f araier  yourself,  lust  how  a  farmer  markets  his  bale  of  cotton  ? 

Mr.  Dabbs.  a  farmer  takes  his  bale  of  cotton  to  town,  and  if  he  is 
a  man  of  some  reputation,  he  samples  it  before  he  leaves  home  and 
takes  his  sample  along  with  him ;  the  buyers  examine  the  sample  and 
buy  it  on  the  sample  he  submits. 

But  in  the  case  of  a  great  meany  farmers  the  buyers  have  not  the 
confidence  in  the  farmer,  and  want  to  see  the  cotton  themselves.  They 
cut  one  side  of  the  bale,  and  in  some  instances  on  both  sides  of  the 
bale,  and  they  take  a  sample  out  and  they  say,  "  I  will  give  you  so 
much  for  that  cotton."  That  is  the  wagon  selling  of  cotton  with 
which  I  am  familiar. 

Mr.  Andebson.  Does  the  buyer  taking  the  sample  attempt  to  say 
to  the  farmer  what  that  cotton  will  grade  ? 

Mr.  Dabbs.  Well,  if  he  knows  his  ousiness  he  does  not  usually  tell 
the  farmer,  "  Well,  I  grade  that  cotton  as  low  middling,"  or  "  I  grade 
that  cotton  as  strict  middling,"  and  so  on ;  if  he  is  a  man  of  average 
intelligence  he  does  not  say  anything  to  the  farmer  about  that ;  he 
simply  says,  "  I  will  give  you  llj  cents  for  that  cotton;  you  can  go 
to  somebody  else  and  get  a  price  and  come  back  to  see  me — or  you 
need  not  come  back  to  see  me  any  more,"  as  the  case  may  be. 

What  we  object  to  in  the  sampling  of  cotton,  from  the  farmer's 
standpoint,  that  that  is  not  the  only  time  the  cotton  is  sampled,  but 
every  time  it  changes  hands  it  is  sampled,  and  there  is  an  accumula- 
tion of  several  bales  of  cotton  at  the  end  or  the  season  that  the  buyers 
have  gotten  out  of  cotton  before  it  is  ever  shipped.  Now,  gentlemen, 
the  price  of  cotton  here  in  this  country  is  fixed  by  the  price  at  Liver- 
pool, and  the  price  of  cotton  at  Liverpool  is  fixed  by  the  net  price  of 
cotton  in  the  mills  of  Lancashire;  and  every  pound  of  cotton  taken 
out  between  the  time  it  leaves  the  farm  and  the  time  it  gets  to  those 
mills  is  a  loss  to  the  farmer. 

Now,  the  gentlman  who  preceded  me  has  said  that  a  sample  of  five 
or  six  ounces  to  a  bale  was  sufficient;  but  I  have  seen  a  good  many 
samples  of  a  pound  taken  out  of  a  bale. 

Suppose  a  pound  is  taken  out  of  a  bale  three  or  four  times,  and  it 

is  taken  out  at  different  places  in  the  bale  and  in  such  a  way  that  the 

cotton  loses  every  time  the  hook  is  put  into  it,  or  every  time  it  is  put 

into  a  truck — ^because  cotton  is  like  a  rag  baby — ^with  five  or  six 

oances  hanging  loose,  worn  off;  I  think  you  gentlemen  have  had 
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hearings  in  which  the  condition  the  cotton  was  in  when  it  reaches 
Europe  was  shown. 

What  the  farmers'  union  want  is  some  system  of  cotton  sampling 
by  which  this  continuous  sampling  would  be  avoided  if  possible.  1 
am  a  joint  author  with  former  Senator  McLaurin,  of  South  Carolina, 
of  what  is  known  as  the  "  Farmers'  union  cotton  warehouse  bill "  in 
South  Carolina.  We  propose  to  standardize  cotton  in  South  Caro- 
lina, and  we  propose  to  safeguard  a  great  many  things  which  the 
gentleman  has  told  you  about.  We  want  to  bring  up  the  standard 
uf  the  ginneries  in  the  country.  We  do  not  believe  that  a  man  who 
grows  cotton  has  a  right  to  sew  it  up  in  guano  sacks,  or  that  the  man 
who  gins  it  has  a  right  to  wrap  it  up  like  a  rag  baby  or  a  scarecrow, 
when  it  is  a  great  product  of  the  country,  worth  $600,000,000  last 
year  in  its  export  trade. 

Now,  I  think  your  bill,  Mr.  Chairman,  is  in  line  with  what  we 
have  been  trying  to  do  in  the  farmers'  union.  I  do  not  know  that 
the  exact  provisions  of  your  bill  will  cover  all  that  is  necessary ;  but 
I  do  think  you  are  taking  a  step  in  the  right  direction  when  you 
attempt  to  fix  cotton  grades  so  that  when  a  man  talks  about  middling 
cotton  he  will  know  whether  it  is  middling  cotton  he  is  talking  about 
or  something  else. 

I  understand  that  in  Augusta  they  have  one  type  of  cotton  for 
middling  cotton,  and  in  Charleston  and  in  Memphis,  probably,  they 
have  another  type  of  cotton  for  middling  cotton. 

Mr.  Love.  That  is  on  account  of  staple.  I  say  the  grade  will  be  the 
same,  but  in  the  different  sections  of  the  country  they  produce 
different  staples. 

Mr.  Dabbs.  Well,  Mr.  Chairman,  the  farmers'  union  in  South 
Carolina  has  a  bill  that  we  hoped  would  become  a  law  before  this 
time,  but  it  has  not,  because  of  politics;  and  we  say  that  we  want  to 
include  the  cotton  grading,  as  well  as  the  staple. 

I  wanted  to  ask  the  gentleman  who  preceded  me  a  moment  ago  in 
the  case  he  cited  where  the  gentleman  got  a  certain  price,  whether  it 
was  five-eighths-inch  staple,  or  whether  it  was  1^-inch.  In  our  coun- 
try we  have  never  got  a  price  at  all  unless  it  was  IJ-inch  staple. 
Your  bill,  Mr.  Chairman,  will  be  faulty  if  it  does  not  provide  that 
these  official  graders  should  give  the  length  of  the  staple.  It  will 
be  faulty  if  it  does  not  provide  that  the  men  who  persist  in  growing 
cotton  with  five-eighths-inch  or  nine-sixteenths-inch,  with  all  the 
variations  up  to  1-inch,  staple  shall  not  get  the  same  price  for  their 
cotton  as  the  man  who  grows  1-inch  cotton  gets,  just  as  it  would  be 
wrong  for  the  man  who  grows  l^-inch  cotton  not  to  be  able  to  get 
more  than  the  man  who  grows  1^-inch  cotton;  all  those  variations 
will  have  to  come  in. 

The  Chairman.  What  you  have  been  working  on,  Mr.  Dabbs,  and 
what  this  bill  attempts  to  do,  is  to  have  some  disinterested  party 
between  the  man  who  sells  and  the  man  who  buys  cotton,  so  that  the 
farmer  may  have  some  information  as  to  the  value  of  the  thing 
he  sells. 

Mr.  Dabbs.  Exactly.  And  there  are  more  reasons  than  that.  One 
is  that  the  farmer  may  have  exact  information  about  what  he  is 
selling.  Another  is  that  the  bank  will  have  exact  information  upon 
the  class  of  paper  upon  which  it  is  loaning  money;  because  we  recog- 
nize that  under  the  conditions  of  growing  cotton,  and  under  the 


UNTFOBM  STANDARDS  FOB  COTTON.  903 

conditions  of  marketing  cotton,  unless  there  is  some  change  in  the 
system  by  which  it  is  now  dumped  into  the  market  as  fast  as  it  is 
taken  from  the  fields,  we  will  break  the  market  in  a  normal  year, 
and  not  only  in  a  year  when  we  have  war. 

The  Chairman.  What  do  you  have  to  say  as  to  the  recently  pro- 
posed plan  of  licensing  warehouses? 

Mr.  Dabbs.  I  think  it  is  a  good  one.  I  think  that  the  warehouses 
should  be  inspected,  and  that  if  they  come  up  to  a  proper  type  as  a 
warehouse  where  cotton  can  safely  be  taken  care  of,  it  should  be 
done  so  that  when  they  issue  a  paper  it  will  be  known  not  only  to  the 
little  bank  in  the  little  town  where  it  originates,  but  so  that  the  bank 
in  New  York  or  in  Europe  will  recognize  it  as  having  the  seal  of  the 
United  States  Government  behind  it. 

That  is  why  I  am  in  favor  of  something  bigger  than  a  State-wide 
system.  In  South  Carolina  we  tried  to  go  ahead  of  the  rest  of  the 
States  and  establish  a  State  system.    We  nave  not  done  so  yet. 

Mr.  Anderson.  Do  you  mean  a  State  system  of  warehouse  inspec- 
tion? 

Mr.  Dabbs.  A  State  system  of  warehouses  with  the  inspectors 
bonded  officials,  whose  duties  it  would  be,  in  the  language  of  an  old 
statute,  "As  well  to  protect  between  buyer  and  seller  as  to  prevent 
this  article  from  coming  into  disrepute  in  the  markets  of  the  world." 

In  other  words,  we  want  to  reform  the  cotton  trade  right  from  the 
ginhouse,  and  we  are  working  along  that  line. 

And  I  am  sorry  to  see  my  friend  over  there  [indicating],  who 
has  been  in  the  business  so  long  himself  and  who  is  a  splendid  cotton 
factor,  not  in  line  with  everything  that  will  help  to  put  the  cotton 
trade  on  a  proper  basis. 

Mr.  REnxT.  Does  your  idea  include  the  fact  that  there  would  have 
to  be  a  Government  inspector  ♦at  every  place  at  which  the  farmer 
sells  a  bale  of  cotton  ? 

Mr.  Dabbs.  I  would  not  say  at  every  place,  because  some  of  the 
places  are  too  small  to  support  a  Government  inspector.  But  there 
certainly  should  be  in  every  county  that  grows  a  great  amount  of 
cotton — ^take  my  county,  for  instance,  there  should  certainly  be  two 
or  three  there;  there  are  two  large  shipping  points  in  my  county — 
there  should  be  in  every  such  county  an  inspector  to  inspect  that 
cotton. 

The  Chairman.  You  do  not  mean  necessarily  that  they  should  be 
Government  officials,  but  they  ought  to  hold  a  license  from  the  Gov- 
ernment as  to  their  competency  ? 

Mr.  Dabbs.  Yes,  sir ;  I  think  so. 

Mr.  McLaughlin.  Employed  by  whom  ? 

Mr.  Dabbs.  They  would  have  to  be  employed  by  the  warehouse; 
and  I  would  prefer  to  see  the  warehouse  a  State  warehouse,  because 
of  the  unification  of  the  system,  and  the  prestige  which  would  go 
alon^  with  that,  rather  than  a  private  warehouse  owned  in  one  place 
by  John  Smith,  and  in  another  place  by  Thomas  Jones  &  Co. — 
although  those  warehouses  will  hold  the  actual  cotton  just  as  well 
as  if  they  were  a  Government  warehouse,  the  collateral  which  they 
would  issue  on  that  cotton  would  not  be  as  liquid  as  it  would  be  if  it 
was  a  public  warehouse. 

Mr.  Redllt.  How  are  you  going  to  take  care  of  the  farmer  who 
sells  to  the  small  country  buyers? 
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Mr.  Dabbs.  Well,  sir,  the  protection  which  that  farmer  would  get 
would  be  that  he  would  have,  as  a  matter  of  common  information  in 
his  neighborhood,  the  knowledge  that  certain  cottons  graded  certain 
staples  and  certain  values  over  at  the  county  seat  or  at  the  next 
market  town;  and  the  buyer  of  his  cotton  would  be  apt  to  come 
nearer  doing  him  justice  if  he  had  that  information  than  he  would 
if  there  was  no  standardization  in  that  county;  and  if  he  was  not 
satisfied  with  the  local  buyer  it  would  be  only  a  matter  of  a  few 
miles  to  a  place  where  he  could  get  that  cotton  inspected. 

Mr.  Keilly.  Why  does  not  your  State  do  that  for  yourselves,  and 
in  that  way  protect  the  planters? 

Mr.  Dabbs.  Well,  we  have  tried  to  do  that,  and  if  it  had  not  been 
for  politics  we  would  have  had  that  in  our  State  now. 

Mr.  Reilly.  I  mean  not  only  your  State,  but  the  entire  South  ? 

Mr.  Dabbs.  Well,  somehow  or  other  we  have  got  an  idea  that  it 
is  paternalism,  and  the  people  are  afraid  of  it;  they  are  afraid  that 
it  IS  launching  the  State  into  a  line  of  business  which  the  State  con- 
stitution never  did  contemplate.  I  think  that  has  had  more  to  do 
with  it  than  anything  else. 

Mr.  Reilly.  It  seems  to  me  that  it  is  a  thing  for  the  State  to  take 
care  of,  rather  than  the  National  Government. 

Mr.  Dabbs.  I  have  made  this  argument :  The  State  is  aiding  rail- 
roads, and  building  coUeges,  and  building  schools,  and  teaching  the 
people  how  to  produce  this  crop ;  and  they  have  said  ^  We  can  not 
do  anything  more  for  you  along  that  line;  you  have  learned  to  pro- 
duce two  bales  of  cotton  where  you  produced  one  before;  you  will 
have  to  do  the  best  you  can  after  you  have  produced  the  cotton;  we 
can  not  do  anything  more  for  you.''  The  State  is  not  doing  its  duty 
by  the  citizens — and  when  I  say  that,  I  mean  that  the  citizens  of 
the  State  are  not  doing  their  duty  ,by  themselves — as  they  them- 
^Ives,  of  course,  constitute  the  State. 

The  Chairman.  Is  there  anything  further  that  you  wish  to  say, 
Mr.  Dabbs? 

Mr.  Dabbs.'  I  have  a  great  deal  more  that  I  desired  to  say  on  this 
matter;  but  the  time  of  your  committee  is  limited,  and  I  have  made 
some  notes  here  about  each  point  I  wanted  to  bring  out,  and  I  have 
only  in  a  general  way  covered  the  subject,  and  have  left  out  a  good 
deal  I  wanted  to  say.  You  have  a  good  many  others  who  want  to 
be  heard  on  this  subject. 

But  I  want  to  say  this,  that  we  are  interested  now  in  immediate 
action,  because  the  growers  of  the  staple,  the  people  who  grow  1, 
2,  3,  5,  or  10  bales  of  cotton,  and  own  up  to  100  bales  or  1,000  bales, 
are  going  to  become  bankrupt  if  something  is  not  done  to  enable 
them  to  market  this  crop. 

Mr.  Heloesen.  What  is  it  that  you  want  done  by  the  United 
States  Government? 

Mr.  Dabbs.  I  want  to  see  the  United  States  Government,  which 
controls  the  money  of  this  country — the  currency  of  this  country — 
deposit  in  the  banks  of  the  cotton  section  sufficient  money  for  those 
bankers  to  be  able  to  handle  the  present  situation. 

I  ought  to  have  been  to-day  before  the  Comptroller  of  the  Cur- 
rency, with  a  committee  which  comes  from  my  town,  to  protest 
against  what  the  Secretary  of  the  Treasury  did  last  year,  and  is 
doing  again  this  year,  in  putting  those  Government  deposits  in  the 
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'First  Central  Bank.  I  think  it  would  be  well  for  this  committee 
to  take  the  matter  up  with  him.  The  National  Bank  of  Sumter, 
with  $25,000  capital  can  just  as  well  safeguard  the  Government  for 
its  deposit,  for  the  amount  which  it  ought  to  have,  as  the  national 
bank  in  the  city  of  Columbia,  with  $25,000  capital,  for  the  amount 
it  ought  to  have.  Now,  last  year  they  deposited  that  money  in 
four  or  five  of  the  big  banks  of  the  State,  at  2  per  cent  interest.  As 
soon  as  we  heard  of  that  we  thought  it  was  a  good  thing  and  ought 
to  do  the  South  a  great  deal  of  good.  I  got  into  communicatin  with 
those  bankers  and  they  said,  "  We  can  not  let  your  banks  have  that 
for  less  than  6  per  cent." 

Mr.  BEiiiLY.  The  gentleman  who  just  preceded  you  said  that  it 
would  not  be  sufficient  for  the  Government  to  furnish  the  money, 
because  the  banks  would  not  take  the  risk  if  (he  Government  did  so. 

Mr.  Dabbs.  I  do  not  know  that  I  can  speak  for  the  banks,  but  if 
the  banks  could  get  the  assurance  that  they  would  have  the  money, 
not  only  to  handle  half  a  million  bales,  but  to  handle  the  entire  crop 
if  necessary,  they  would  take  the  risk,  because  if  it  is  the  policy  of 
the  Government  and  of  the  entire  South,  the  risk  would  be  avoided. 
The  risk  would  be  tremendous  on  Memphis  and  its  immediate  terri- 
tory; and  the  risk  on  South  Carolina  would  be  such  that  we  could 
not  undertake  it  alone;  but  if  it  is  the  uniform  policy  of  the  South 
backed  by  the  Government,  the  whole  South  would  go  into  it  I  think. 
I  speak  from  my  knowledge  of  all  of  my  friends  in  the  banking  busi- 
ness in  the  city  of  Sumter,  and  of  what  they  have  done  heretofore, 
when  I  say  that. 

Mr.  Haugen.  Do  these  small  banks  have  the  kind  of  security  that 
is  required  by  the  Government  in  making  deposits  ? 

Mr.  Dabbs.  Well,  you  know  the  kind  of  security  could  be  made 
such  that  none  of  them  could  have  it.  But  they  have  ample  security 
for  any  amount  they  would  reasonably  need. 

Mr.  Haugen.  Well,  my  understanding  is  that  the  Government 
only  deposits  its  money  in  the  bank  when  they  put  up  a  certain 
kind  of  securitv— certain  bonds,  and  so  on  ? 

Mr.  Dabbs.  Well,  they  do  not  even  require  any  bonds  this  year.- 
Last  year  they  required  10  per  cent  of  national  bonds.  This  year 
it  is  commercial  paper  of  various  kinds — ^under  the  new  banking  and 
currency  act. 

Mr.  Haugen.  Under  the  old  system  they  did  not  accept  com- 
mercial paper  as  such  security  ? 

Mr.  Dabbs.  No  ;  they  did  not  accept  commercial  paper. 

Mr.  Haugen.  But  tney  do  now  ? 

Mr.  Dabbs.  I  think  they  did  last  year. 

Mr.  Haugen.  Well,  was  it  not  bonds  and  stocks? 

Mr.  Dabbs.  Well,  what  we  objected  to  was  that  these  banks  have 
got  to  have  the  money ;  that  is,  m  Wilmington  they  would  let  them 
have  it  at  6  per  cent  providing  they  left  25  per  cent  on  deposit;  that 
is,  it  would  cost  those  banks  8  per  cent. 

The  Chairman.  We  are  very  much  obliged  to  you  for  your  state- 
ment 

Mr.  Dabbs.  I  am  much  obliged  for  the  opportunity  of  making  it. 

The  Chairman.  Gentlemen,  Dr.  Cobb,  who  was  in  charge  of  the 
cotton  standardization  work  in  the  Department  of  Agriculture,  has 
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requested  me  to  extend  to  you  gentlemen  here  a  cordial  invitation  to 
visit  his  office  and  see  what  is  being  done.  Dr.  Cobb  is  here  this 
morning. 

Now.  Mr.  Watson,  will  you  present  your  next  witness? 

Mr.  Watson.  Mr.  Chairman,  in  view  of  the  fact  that  this  banking 
matter  has  come  up  for  discussion,  I  think  we  had  better  hear 
Mr.  Dial,  who  is  interested  in  banking,  for  a  few  minutes. 

The  Chairman.  We  will  now  hear  Col.  N.  B.  Dial,  of  Laurens, 
S.  C.  Mr.  Dial  is  a  citizen  of  my  own  State,  and  is  familiar  with 
the  subject,  and  can  tell  us  about  it  briefly. 

STATEMENT  OF  KE.  H.  B.  DIAL,  OF  LAXTBEITS,  8.  C. 

Mr.  Dial.  Mr.  Chairman,  the  plan  that  I  advocate  is  not  a  war 
measure  at  all;  it  is  a  business  measure,  but  would  be  of  very  great 
benefit  now  since  we  have  this  great  war  in  Europe.    It  is  this : 

I  desire  to  get  Congress  to  pass  a  bill  authorizing  national-bonded 
warehouses,  imder  a  ucense,  or  some  similar  system ;  I  am  not  much 
of  a  man  for  detail. 

Now,  there  are  three  ways  to  market  the  cotton  crop,  as  I  under- 
stand it. 

One  is  private  warehouses.  We  have  them  in  our  State.  I  am 
president  of  one  of  them.  The  trouble  about  that  is  that  the  capital 
IS  small,  and  they  would  not  give  the  confidence  to  the  m<meyed 
world.  You  gentlemen  would  not  lend  money  on  my  warehouse 
receipts,  because  you  would  have  to  investigate  that  warehouse  and 
learn  all  about  it.  They  lend  on  its  receipte  in  the  local  banks,  be- 
cause thev  can  go  and  see  it,  and  whether  it  is  properly  managed, 
and  whether  it  is  insured  and  sprinkled. 

The  second  way  is  for  the  States  to  go  into  the  warehouse  busi- 
ness. I  do  not  hielieve  it  is  the  business  of  the  Gk)vemment,  State, 
National,  or  any  other,  to  go  into  the  business  of  loaning  money. 
If  that  is  a  legitimate  business,  it  is  the  business  for  the  citizens. 

A  few  years  ago  our  legislature  authorized  the  State  of  South 
Carolina  to  go  into  the  warehouse  business.  The  supreme  court  of 
the  State  hem  that  that  was  unconstitutional — and  properly  so. 

I  am  not  opposed  to  the  State  doing  something  hke  that.  You 
might  have  to  amend  your  constitution  and  get  all  the  details  figured 
out  The  objection  to  that  is  this :  If  one  State  or  another  did  not  do 
that,  you  would  not  take  care  of  a  great  quantity  of  cotton  at  one 
time.  What  we  want  to  do  is  to  gradually  market  the  cotton 
throughout  the  whole  year.  The  money  world  knows  that  cotton 
has  to  be  marketed  in  a  very  short  space  of  time. 

Now,  the  farmer  brings  cotton  into  the  town  and  sells  it  at  10 
cents,  or  16  cents,  no  matter  what  the  price  is,  he  has  got  to  sell  it. 
Perhaps  half  of  the  cotton  crop  is  sola  by  tenants  to  the  local  mer- 
chants, and  the  local  merchants  sell  it  to  the  local  banks;  and  the 
local  banks  to  the  northern  banks,  and  all  of  them  have  to  meet  their 
obligations.  The  small  banks  down  there  try  to  pay  all  the  eastern 
banks  before  Christmas  each  year;  so  the  cotton  crop  has  to  go  on 
the  market  within  a  short  space  of  time.  I  am  interested  somewhat 
in  a  cotton  mill.  But  I  want  the  man  who  produces  the  crop  to  get 
the  very  best  price  for  it  that  is  possible. 


UNIFOSM  STAKDABD6  FOB  COTTON.  907 

Now  then,  gentlemen,  what  I  want  if  possible,  is  to  get  that  cotton 
warehouse  receipt  into  shape  so  that  it  can  be  used  anywhere;  so 
that  a  man  can  walk  into  a  bank  in  New  York  and  say :  "  There  is 
myreceipt  for  so  many  bales  of  cotton ;  I  want  to  get  the  money." 

We  have  got  to  be  practical  about  that.  If  we  had  a  South  Caro- 
iina  warehouse  receipt  for  the  cotton  we  could  borrow  money  on  it 
better  than  with  the  receipt  of  an  individual  warehouse  like  mine. 

Now,  if  we  got  a  Government  receipt — I  am  trying  to  get  the 
Government  to  guarantee  that  receipt  in  the  same  way.  Well,  I 
confess  that  it  took  me  some  little  time  to  get  around  to  that.  But 
in  this  complex  Government,  where  the  Stote  has  some  rights  and 
the  Nation  has  some  rights— for  instance,  we  can  not  issue  money 
in  the  State  of  South  Carolina ;  it  is  necessary  to  come  to  the  Gov- 
ernment for  that — ^I  can  see  the  reason  and  justice  of  asking  Congress 
to  help  us.  You  gentlemen  appropriate  money  to  help  me  to  im- 
prove my  crop;  and  after  I  have  improved  and  increased  my  crop, 
then  I  get  a  lower  price  for  it. 

I  am  not  a  Populist,  or  anything  like  that;  but  I  want  to  get  the 
confidence  of  the  whole  world  in  the  cotton  business.  If  we  can  get 
our  cotton  into  shape  to  be  used  as  collateral  in  any  place,  we  can 
borrow  money  all  along  on  it. 

I  was  talking  the  otner  day  to  a  gentleman  who  said  that  some 
grain  exchange  out  West  had  the  secretary  of  the  chamber  of  com- 
merce countersign  the  warehouse  receipts;  and  those  receipts  were 
accepted  even  by  the  Canadian  banks.  He  said  they  had  never  had 
a  loss  out  thre. 

Now,  my  idea  is  this :  That  you  gentlemen  can  pass  a  bill  provid- 
ing for  bonded  warehouses,  in  which  nonperishable  products  of  the 
soil  could  be  stored,  and  let  the  warehouse  company  rumish  a  strong 
bond  to  the  Government,  say  one  and  one-half  times  the  amount  of 
the  receipts  it  proposed  to  give,  and  then  let  the  Government  guar- 
antee those  receipts. 

Mr.  Haugen.  Would  it  be  necessary  for  the  Government  to  guar- 
antee the  receipt  if  the  Government  holds  a  bond  ? 

Mr.  Dial.  The  only  thing  that  is  desired  is  to  give  confidence. 
Excuse  me  for  a  personal  allusion,  but  take  the  warehouse  I  have 
built  in  my  little  town;  the  capital  stock  is  very  small,  because  it 
only  takes  a  few  thousand  dollars  to  build  a  fireproof  warehouse  of 
brick  and  mortar.  Now,  we  store  perhaps  $200,000  worth  of  cotton 
in  the  warehouse,  where  the  warehouse  cost  only  $20,000  to  build. 
Suppose  that  each  one  of  the  owners  of  that  cotton  should  come  into 
the  warehouse  and  say,  "  Where  is  my  cotton  ?  "  And  suppose  that 
the  cotton  was  not  there.  Now,  I  want  the  warehouse  company  to 
give  a  bond,  so  that  the  owners  of  that  cotton  and  the  people  who 
advance  money  on  it  will  be  protected;  otherwise  a  warehouse  con- 
cern of  half  a  million  dollars  ought  only  to  store  a  quarter  of  a  mil- 
lion dollars  worth  of  cotton ;  but  in  the  absence  of  a  large  capital  I 
am  suggesting  the  giving  of  a  bond  by  the  warehouse  company  to 
protect  the  Government  for  its  guaranty. 

Mr.  Haugen.  Well,  I  do  not  think  the  Government  ought  to  go 
that  far,  but  it  ought  to  go  as  far  as  it  can;  if  they  get  the  ware- 
house to  protect  the  holders  of  the  receipts  by  the  giving  of  a  bond 
it  seems  to  me  that  would  be  sufficient. 
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Mr.  Dial.  Possibly  so.  But  suppose  I  go  to  New  York  with  my 
i*eceipt  for  a  hundred  bales  of  cotton ;  if  that  is  issued  by  a  private 
warehouse  the  bankers  there  have  not  time  to  investigate  that  ware- 
house ;  they  do  not  know  whether  it  is  bonded  or  insured,  and  there- 
fore they  will  not  take  the  trouble  to  go  into  the  matter.  But  if  I 
take  mv  receipt  as  collateral,  when  the  New  York  banker  looks  on 
the  bacK  of  it  he  sees  that  the  Government  has  countersigned  it;  there 
is  some  security  there  that  he  has  confidence  in,  and  I  can  put  that 
receipt  up  as  collateral  anywhere. 

Mr.  McLaughlin.  When  you  take  a  receipt  of  that  kind  to  a  bank^ 
what  is  the  next  step  ? 

Mr.  Dial.  Here  is  my  idea:  If  we  could  get  that  done,  and  get 
warehouses  in  the  South  strong  enough  to  inspire  confidence  in  tne 
moneyed  world,  the  result  would  be  that  our  bank  correspondents  in 
the  East  and  West  would  write  down  there  and  offer  to  loan  out 
money  to  us  on  all  those  receipts. 

Mr.  McLaughlin.  But  you  outlined  a  scheme  for  Government 
warehouses  and  the  issue  of  receipts  which  would  enable  the  holder 
of  those  receipts  to  go  to  a  New  York  bank;  then  what  would 
happen  ? 

Mr.  Dial.  Well,  what  happens  now  ? 

Mr.  McLaughlin.  What  would  happen  at  the  New  York  bank! 

Mr.  Dial.  Well,  then,  I  think  a  New  York  bank,  if  it  was  going 
to  lend  money  on  any  collateral  in  the  world,  would  lend  it  on  that 
receipt.  Of  course  you  can  not  make  people  lend  money,  and  say, 
"  You  have  got  to  lend  it  anyhow  " ;  but  there  is  nothing  that  can  be 
converted  into  cash  any  quicker  than  cotton;  it  does  not  deteriorate; 
there  is  a  bale  in  my  nouse  that  was  raised  the  year  I  was  born — 
52  years  ago. 

Mr.  McLaughlin.  When  you  take  those  receipts  to  the  New  York 
bank,  the  bank  will  lend  the  money  on  them  or  not,  just  as  it  pleases? 

Mr.  Dial.  Exactly. 

Mr.  McLaughlin.  How  would  you  induce  the  bank  there  to  lend 
money  on  those  receipts  ? 

Mr.  Dial.  That  is  just  a  question  of  banking  and  trade  and  mer- 
chandising; you  can  not  force  them  to  lend  out  money  at  all,  but  you 
will  be  taking  a  long  step  in  placing  your  cotton  in  such  shape  as  to 
be  good  collateral. 

Mr.  McLaughlin.  But  you  are  talking  about  the  Government 
guaranteeing  something.  Now,  right  at  the  bank  where  you  are 
doing  business  on  these  receipts,  where  does  the  Oovernment  step  in 
under  your  plan  ? 

Mr.  Dial.  All  I  want  the  Government  to  do  is  to  guarantee  the 
validity  of  the  receipt,  so  that  the  receipt  will  have  the  stamp  of  the 
Government  and  the  confidence  of  the  world. 

Mr.  Haugbn.  The  Government  will  guarantee  the  delivery  of  the 
cotton  when  it  is  called  for? 

Mr.  Dial.  It  would  guarantee  the  genuineness  of  that  receipt,  and 
the  warehouse  would  give  the  Government  a  bond  to  protect  it  if 
anything  should  turn  up  against  the  receipt. 

Mr.  Haugen.  Suppose  you  are  a  warehouseman;  you  give  your 
receipt  to  the  holders  for  that  cotton,  and  you  give  the  Government 
a  bond ;  ought  not  that  to  give  the  warehouse  a  standing,  and  ought 
not  that  to  be  sufficient? 
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Mr.  Dial.  How  does  the  Government  O.  K.  the  receipt?  How 
would  you  lend  me  money  on  that  unless  the  Government  would  put 
somethmg  on  the  receipt? 

Mr.  Haugen.  Unless  the  Government  would  certify  it? 

Mr.  Dial.  Unless  the  Government  would  certify  it;  a  license  sys- 
tem possibly  would  answer. 

Mr.  Haugen.  I  mean  a  license  system,  coupled  with  a  bond. 

Mr.  Dial.  A  license  system  coupled  with  a  bond,  then  you  would 
have  confidence. 

Mr.  Haugen.  Is  that  not  as  far  as  the  Government  ought  to  go  ? 

Mr.  Dial.  I  rather  think  so. 

Mr.  Haugen.  And  then  do  away  with  this  ^aranty? 

Mr.  Dial.  And  then  you  would  be  putting  it  into  shape  so  that  1 
could  use  it  anywhere,  and  you  will  get  confidence  everywhere. 

Now,  then,  gentlemen,  I  do  not  suppose  you  can  go  ahead  and  pass 
a  bill  for  cotton  alone ;  that  would  be  class  legislation.  But  my  idea 
would  be  to  make  those  warehouse  receipts  cover  nonperishable  prod- 
ucts of  the  soil — such  as  potatoes,  for  instance.  Then  it  would  be 
a  question  between  the  holder  of  the  receipt  and  the  man  who  had 
the  money  as  to  whether  he  would  lend  the  money  on  com  or  other 
grain.  I  do  not  know  how  perishable  grain  is.  But  I  have  had  some 
experience  along  that  line,  and  I  am  sure  that  if  we  could  get  this 
warehouse  with  a  strong  enough  capital  back  of  it  it  would  be  of 
great  value.  But  you  would  not  need  much  capital  to  build  the 
warehouse.  But  you  do  not  need  to  use  that  capital  all  the  time, 
because  at  certain  times  of  the  year  you  have  not  anything  in  the 
warehouse;  at  this  time  of  the  year  there  would  not  be  over  100 
bales  of  cotton  in  your  warehouse,^  and  therefore  you  do  not  need 
much  capital  in  the  warehouse  business. 

Mr.  Haugen.  All  the  capital  a  man  needed  would  be  that  required 
to  build  the  warehouse;  he  does  not  advance  any  money  on  the  cot- 
ton, does  he? 

Mr.  Dial.  No  |  that  is  all.  He  does  not  advance  any  money  on  the 
cotton.  We  do  m  our  bank,  because  it  is  connected  with  the  ware- 
house. The  way  we  work  it,  we  write  to  the  New  York  banks,  and 
the  warehouse  people  indorse  it,  and  then  they  let  us  have  the  money. 
Thev  have  always  loaned  us  the  money,  except  in  times  of  panic. 

Mr.  Haugen.  What  do  you  do  with  the  receipts  now?  You  are 
a  banker,  are  you? 

Mr.  Dial.  Yes,  sir. 

Mr.  Haugen.  Suppose  there  is  a  farmer  who  holds  a  receipt  for 
100  bales  of  cotton  j  he  comes  to  the  bank 

Mr.  Dial.  Yes,  sir. 

Mr.  Haugen.  And  you  lend  him  money? 

Mr.  Dial.  Yes,  sir;  we  lend  him  money. 

Mr.  Haugen.  You  discount  his  paper  ? 

Mr.  Dial.  I  take  his  note  with  the  receipt  as  collateral. 

Mr.  Haugen.  And  you  send  that  to  New  York? 

Mr.  Dial.  I  send  that  to  New  York. 

Mr.  Haugen.  And  that  is  accepted  in  New  York? 

Mr.  Dial.  That  is  accepted  in  New  York,  but  not  by  reason  of  the 
warehouse  receipt,  but  because  they  know  me.  The  warehouse  is  not 
strong  enough  tor  that.  Now,  we  can  do  this — ^this  will  give  you 
gentlemen  a  little  information :  When  we  first  built  that  warehouse 
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the  insurance  was  4J  per  cent;  now  it  is  one-fourth  of  1  per  cent. 
We  put  in  sprinklers,  and  we  got  a  very  low  rate  finally. 

Mr.  Haugbn.  Now  as  to  the  bank,  what  security  would  the  Gov- 
ernment require  to  advance  the  money? 

Mr.  Dial.  The  Government? 

Mr.  Haugen.  Suppose  you  are  making  application  for  $10,000  on 
your  reputation. 

Mr.  Dial.  I  suppose  the  Government  would  have  to  have  bonds; 
I  do  not  know  how  far  they  have  gone — ^what  the  bank  would  have 
to  do. 

Mr.  Haugbn.  Well,  up  to  the  present  time,  have  they  accepted  any 
collateral  except  the  bonds  ? 

Mr.  Dial.  I  do  not  think  so. 

Mr.  Haugen.  As  a  general  thing,  the  country  banks  have  not  the 
security? 

^  Mr.  Dial.  No;  they  have  not  the  security.    For  instance,  take  ou^ 
little  bank.    We  have  $100,000  capital,  and  we  have  loaned  out  a 

Quarter  of  a  million  dollars.  Or  we  have  borrowed  some  money  in 
Tew  York;  no  very  large  amount,  however.  But  I  had  hoped  that 
they  would  put  this  new  banking  system  into  operation,  ana  I  hope 
you  gentlemen  will  do  all  you  can 

Mr.  Haugen  (interposing).  Have  you  looked  into  that  to  see  what 
will  be  done  under  the  new  system  for  your  bank? 

Mr.  Dial.  No  ;  our  bank  is  a  State  bank,  but  we  are  going  into  the 
system.  Now,  as  to  lending  money  on  the  cotton,  it  depends  upon  the 
strength  of  the  holder  of  the  receipt.  If  we  look  to  the  cotton  alone, 
then  we  are  careful  of  the  amount  of  money  that  we  advance  on  it, 
because  the  price  may  go  down.  We  have  a  right  to  call  for  addi- 
tional collateral,  of  course.  But  if  a  man  is  perfectly  good,  it  makes 
little  difference  to  us  whether  we  loan  him  the  full  value  of  the 
cotton  or  two-thirds  of  its  value. 

Mr.  Haugen.  You  have  the  right  to  call  for  additional  collateral  ? 

Mr.  Dial.  Yes,  sir.  I  will  tell  you  of  my  experience  of  15  years. 
We  have  never  lost  a  dollar  on  a  warehouse  receipt,  and  we  have 
loaned  out  hundreds  of  thousands  of  dollars. 

I  am  not  asking  the  Government  to  lend  one  cent  directly  on  cot- 
ton. My  plan  I  talked  to  the  committee  about  two  years  ago.  I 
have  it  prmted  here  [indicating].  And  if  .you  pass  this  warenouse 
bill,  as  soon  as  this  war  scare  is  over  we  will  need  a  great  deal  of 
money  to  market  the  cotton  crop. 

Mr.  Haugen.  The  warehouse  oill;  what  is  that? 

Mr.  Dial.  I  am  trying  to  get  you  to  amend  your  present  bill. 

Mr.  Haugen.  Do  you  mean  the  Government  or  the  State? 

Mr.  Dial.  I  say  m  this  pamphlet  [indicating]  the  Government. 
But  I  think  warehouses  already  built  ought  to  be  used ;  but  I  think 
that  where  warehouses  are  to  be  built  you  should  not  go  into  these 
great  big  congested  cities;  but  my  idea  is  that  wherever  they  have 
water  works,  and  the  farmers  in  the  community  want  to  store  cotton, 
let  them  get  together  and  organize  a  warehouse  company,  where  they 
can  have  insurance  and  where  they  can  have  sprinklers,  and  where 
you  can  get  a  warehouse  receipt  and  can  borrow  money  on  your 
receipt. 

Mr.  Haugbn.  Will  you  explain  that  "  sprinkler  "  ? 
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Mr.  Dial.  An  automatic  sprinkler  is  a  device  for  sprinkling  water ; 
it  is  a  tank  with  a  wax  arrangement  so  that  in  case  ox  a  fire  the  water 
will  flow  out  and  nobody  has  to  turn  it  on. 

Mr.  Haugbn.  It  sprinkles  only  in  case  of  fire  ? 

Mr.  Dial.  Yes.  If  the  fire  occurs  at  night,  and  nobody  is  there 
to  turn  it  on,  the  sprinkler  protects  the  cotton.  That  is  the  reason 
you  get  such  a  low  rate  of  insurance  when  you  have  a  sprinkler. 

Now,  we  have  a  ^reat  many  warehouses  in  South  Carolina — one 
very  large  one — and  we  have  them  scattered  over  the  State.  Now, 
we  can  get  cotton-mill  warehouses  all  over  the  State ;  we  could  rent 
those,  you  understand,  and  we  could  take  care  of  a  considerable 
amount  of  cotton. 

Mr.  Howell.  Do  you  buy  and  sell  cotton  ? 

Mr.  Dial.  Oh,  no. 

Mr.  Howell.  Why  should  not  your  certificate  or  warehouse  re- 
ceipt be  absolutely  good  anywhere? 

Mr.  Dial.  It  has  not  got  the  confidence  of  the  banking  world.  You 
would  not  lend  any  money  on  it ;  you  would  write  and  ask,  "  How 
much  is  the  capital  stock  of  your  warehouse? "  I  would  say, 
"$25,000."  "How  much  cotton  have  you  got  stored? ''  "$200,000.'^ 
Then  you  would  say,  "  That  is  out  of  proportion.''  It  does  not  take 
much  money  to  build  a  brick-and-mortar  warehouse. 

Mr.  Howell.  Well,  you  can  not  dispose  of  that  cotton  ? 

Mr.  Dial.  Not  honestly.  But  suppose  I  should  steal  it;  or  the 
warehouse  might  take  the  cotton  out,  thinking  they  would  replace 
it,  and  not  do  it.  What  I  want  is  to  create  confidence  in  the  minds 
of  the  capitalists. 

.Mr.  Howell.  If  you  sold  that  cotton,  you  would  find  your  way 
into  the  penitentiary. 

Mr.  Dial.  But  that  would  not  give  the  man  back  his  money. 

Mr.  Haugen.  What  is  your  idea  about  Government  standards? 

Mr.  Dial.  I  am  not  interested  in  them.  We  only  know  of  a  few 
grades.  I  think  anything  that  will  help  to  steady  these  things  and 
give  us  a  better  market  would  be  an  advantage. 

Mr.  Haugen.  Well,  but  is  that  of  any  value? 

Mr.  Dial.  Yes;  I  think  it  is  of  some  value.  I  am  not  an  expert 
on  that. 

Mr.  Haugen.  Do  you  think  it  can  be  done? 

Mr.  Dial.  I  think  it  can  be  done.  Of  course,  as  the  gentleman 
said  this  morning,  there  is  a  difference  of  staple  as  well  as  of  grade. 

The  Chaikman.  Is  there  anj^thing  further  you  desire  to  say? 

Mr.  Dial.  No.  I  will  say  this,  that  if  you  gentlemen  could  devise 
some  plan  of  Government  inspection,  or  some  way  or  other  to  create 
confidence  in  the  cotton  receipts,  the  South  would  prober,  and  they 
could  borrow  money  anywhere  on  those  receipts,  I  believe. 

ITie  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Dial. 

STATEHENT  OF  MB.  E.  J.  WATSON,  COlOdSSIONEB  OF  AGBICXTIr 
T1TBE  OF  THE  STATE  OF  SOUTH  CAEOUNA  AND  FKESISENT  OF 
THE  SOUTHEBN  COTTON  CONGSESS. 

Mr.  Watson.  Mr.  Chairman,  we  have  here  to-day  the  commis- 
sioners of  agriculture  of  the  State  of  Texas,  the  acting  commis- 
sioner of  the  State  of  Georgia,  and  the  commissioner  of  Alabama, 
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the  commissioner  of  North  Carolina,  and  myself,  the  commissioner 
of  South  Carolina,  and  also  representing  the  Southern  Cotton  Con- 
gress. 

I  do  not  know  that  you  can  hear  those  gentlemen  this  morning. 
I  doubt  if  any  of  them  care  to  present  any  particular  demand. 
They  are  simply  here  to  give  moral  support  to  Mr.  Lever's  bill. 

To-morrow  our  Southern  Cotton  Congress,  which  is  considering 
this  entire  cotton  question  in  this  crisis,  assembles  in  Washington  in 
the  Democratic  caucus  room  of  the  House;  and  we  are  particularly 
anxious  and  desirous  of  having  every  member  of  the  agricultural 
committee  of  the  House  attend  those  sessions  if  it  is  possible  for  them 
to  do  so.  That  will  take  up  most  of  the  time  of  these  gentlemen  for 
the  next  few  days. 

The  Chairman.  What  time  do  you  meet  to-morrow  ? 

Mr.  Watson.  To-morrow  morning  at  11  o'clock.  That  congress 
is  composed  of  bankers,  textile  manufacturers,  actual  producers  of 
cotton  factors — in  fact  everybody  connected  with  the  growing,  han- 
dling, and  marketing  of  cotton  in  every  way ;  and  we  have  come  over 
here  to  thrash  out  our  situation  so  far  as  we  can  see  it,  and  to  cooper- 
ate with  the  Federal  Government  in  what  we  consider  a  great  national 
question. 

I  would  like  the  privilege  of  going  over  this  standardization  mat- 
ter tersely  and  compactly  with  this  committee,  taking  the  bale  of  cot- 
ton from  the  time  it  is  offered  on  the  market  and  carrying  it  all 
the  way  through  until  the  European  spinner  gets  it.  I  have  been 
through  the  whole  thing  at  that  end,  and  I  consider  this  Lever  bill 
one  or  the  most  vital  things  affecting  cotton. 

I  think  I  am  in  a  position  to  explain  very  clearly  to  every  member 
of  this  committee,  irrespective  of  party,  what  this  thing  means  to 
the  future  of  American  cotton,  and  I  would  like  the  privilege  myself, 
when  the  conmiittee  meets  again,  of  appearing  before  it  briefly  for 
that  purpose. 

I  may  say  that  the  commissioners  of  agriculture  who  are  present 
would  be  glad  to  come  up  on  Saturday  morning. 

Mr.  W.  R.  Graham.  Sir.  Chairman,  if  there  is  any  way  to  get  at 
it  I  would  like  to  get  an  expression  from  the  committee  of  what 
there  is  in  the  bill  from  the  farmers'  point  of  view.  Now,  I  have 
read  the  bill  through  briefly  and  it  seems  to  me  the  bill  covers  a  good 
deal.  As  I  understand  the  bill,  it  provides  that  the  banks  may  re- 
ceive warehouse  certificates  in  making  loans;  if  a  man  has  a  ware- 
house certificate  he  can  go  to  a  bank  and  get  money  on  it. 

I  merely  want  to  know  if  I  understand  the  bill  correctly.  I  have 
prepared  a  synopsis  of  the  bill  as  I  understand  it.  I  am  simply  a 
farmer,  and  am  not  sure  that  my  understanding  of  it  is  correct,  and 
I  hope  during  ^these  hearings  some  member  of  the  committee  will 
explain. 

The  Chaibman.  I  think  the  suggestion  of  Mr.  Watson  is  a  good 
one;  that  we  had  better  adjourn  until  you  gentleman  ^t  together 
yourselves,  then  you  can  come  back  and  present  your  views  to  this 
committee. 

Mr.  Watson.  The  commissioner  of  Alabama  says  he  can  not  be 
here  Saturday. 

The  Chairman.  Would  Friday  night  suit  you  f 
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Mr.  Watbon.  The  sessions  of  the  Southern  Cotton  C!ongress  will 
run  through  both  Thursday  and  Friday — unless  its  business  can  be 
disposed  of  in  one  day. 

The  Chairman.  Then  I  think  we  had  better  meet  at  2  o'clock  this 
afternoon. 

(Thereupon,  at  12.40  o'clock  p.  m.,  the  committee  took  a  recess 
until  2  o'clock  p.  m.) 

AFTER  RECESS. 

The  committee  reconvened  at  the  expiration  of  the  recess. 

Mr.  Watson.  With  the  committee^s  permission,  I  would  like  to 
have  you  hear  the  State  commissioner  of  agriculture  of  the  State  of 
Texas,  Mr.  E.  B.  Kone. 

The  Cbairman.  All  right,  Mr.  Kone,  proceed,  sir.  First,  give 
your  name  to  the  reporter. 

STATEMENT  OF  lOL  E.  E.  EONE,  COUMISSIONEB  OF  AGBIClTIr 

TUBE,  STATE  OF  TEXAS. 

Mr.  Kone.  Mr.  Chairman  and  gentlemen  of  the  committee,  I  feel 
proud  of  this  opportunity  which  is  civen  me  to  give  my  views  about 
the  matters  before  this  committee,  which  concern  us  in  the  South. 

We  down  South  feel  that  we  must  have  some  aid  and  have  it  right 
now,  and  we  want  you  to  evolve  some  plan,  and  we  are  willing  to  help 
you  evolve  that  plan  to  help  us  with  our  cotton  crop  now.  VVe  feel 
unless  the  Government  will  give  us  some  aid  right  now  that  the  South 
and  the  whole  Nation  will  stand  a  loss  that  will  cripple  us  for  10 
years. 

The  first  gentleman  who  talked  this  morning  said  that  it  costs  $45 
a  bale  to  raise  cotton.  I  believe  that  one  year  after  another  it  will 
cost  12i  cents  to  raise  cotton.  We  haven't  any  price  for  our  cotton 
now,  and  unless  the  Government  will  come  to  our  aid  in  this  crisis, 
I  believe  that  we  are  ruined.  I  do  not  believe  that  we  will  make  a 
large  crop  this  year.  As  far  as  my  State  is  concerned,  the  prospects 
are  rather  flattering  right  now,  but  we  have  the  boll  weevil  with  us, 
and  the  probability  is  that  he  may  get  the  best  end  of  the  crop.  If 
he  does  our  crop  is  going  to  be  short. 

We  have  only  two  ways  to  fight  the  boll  weevil :  One  is  to  plant 
ahead  of  him  and  get  considerable  of  the  crop  before  he  gets  tnere, 
and  the  other  way  is  to  fight  him  by  cultivation.  Now,  our  rains  in 
the  spring  were  so  heavy  that  it  threw  us  very  far  behind — five  weeks 
behind.  Our  cotton  in  what  is  known  as  the  cotton  belt  has  hardly 
conmienced  to  open  yet.  Down  in  the  Rio  Grande  belt,  of  course,  we 
are  ^tting  some  cotton,  and  we  have  already  picked  some,  and  that 

Ction  of  our  State  is  going  to  make  a  pretty  fair  crop.  Our  Pan- 
die  country  is  in  fine  shape,  but  a  good  portion  of  that  is  too  far 
norUi  to  raise  cotton,  but  what  cotton  we  have  in  that  section  of  the 
State  is  gpod,  and  the  boll  weevil  scarcely  ever  gets  up  there.  What 
we  want  is  for  this  committee  and  this  Congress  to  give  us  some  re- 
lief right  now.  In  other  words,  we  want  the  Federal  Government 
to  evolve  a  plan  by  which  the  small  cotton  farmer  can  be  benefited 
and  get  $40^  or  40  per  cent,  a  bale  on  his  cotton.  That  is  what  we 
want.  I  do  not  believe  you  would  run  any  risk  on  earth  to  let  us 
have  $50  a  bale. 
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As  I  said  a  while  ago,  it  is  worth  12^  cents  a  pound  to  raise  cotton, 
to  the  man  who  actually  does  the  work.  Of  course,  the  landlord,  who 
farms  his  land  by  renters,  makes  a  good  deal  of  money  out  of  cotton 
at  12^  cents,  but  the  renter  at  12|  cents  does  not  make  $300  a  year. 

Mr.^  Helgesen.  You  say  the  renter  does  not  make  $300  a  year. 
That  is  on  the  basis  of  how  many  acres? 

Mr.  KoNE.  It  does  not  make  any  difference  how  many  acres  he  has, 
a  renter  will  not  make  over  $300  a  year  on  cotton  at  12^  cents;  that  is, 
estimating  his  labor  and  his  expenses  and  everything  of  that  sort. 

It  may  seem  strange  to  you  gentlemen,  but  of  course  down  there 
the  cotton  planter  does  not  only  work  from  Christmas  to  Christmas 
himself,  but,  by  the  eternals,  he  works  his  wife  and  children  from 
Christmas  to  Christmas.    It  is  a  miffhty,  hard  life. 

Now,  so  far  as  this  bill  that  you  have  introduced,  Mr.  Chairman, 
is  concerned,  the  principles  of  it,  in  my  opinion,  are  all  right.  There 
is  a  little  too  much  of  it.  It  is  a  little  too  complicated.  That  is  all 
the  objection  I  liave  to  it — ^all  the  criticism  that  I  propose  to  make. 
I  believe  that  State  should  establish  a  warehouse  system  of  her  own, 
something  after  our  State  bank  system,  and  I  think  the  State  ought 
to  take  care  of  that  end  of  it,  unless  the  Federal  Grovernment  comes 
in  under  your  bill  and  assists  us  in  grading.  But  I  feel  this  way 
about  it,  and  I  am  drafting  a  bill  alon^  my  own  ideas  now,  to  hd 
presented  to  the  next  meeting  of  the  legislature,  and  I  hope  that  I 
will  be  able  to  pass  it.  I  tmnk  that  we  have  educated  the  people 
up  along  the  line  sufElciently  to  have  the  bill  passed  without  any 
trouble. 

Mr.  Helgesen.  But  all  that  is  for  the  future.  You  are  interested 
now  in  the  immediate  present. 

Mr.  KoNE.  Yes,  sir. 

Mr.  Heloesen.  And  what  is  your  suggestion  now  for  the  present) 

Mr.  KoNB.  My  suggestion  now  is  for  this  Congress  to  evolve  a 
plan  by  which  they  can  let  the  small  farmers  of  the  South  have  from 
|40  to  $50  a  bale  on  their  cotton. 

Mr.  Heu3esen.  You  mean  directly  out  of  the  Treasury? 

Mr.  KoNB.  Well,  you  must  have  a  system,  of  course,  and  make  it 
safe.  This  is  an  emergency,  gentlemen,  like  the  one  they  had  when 
this  war  broke  out.  There  was  quite  an  emergency:  our  people  were 
over  across  the  ocean,  and  you  made  provision  for  tnem.  Now  make 
provision  for  the  men  and  women  wno  feed  and  clothe  the  world. 

I  thank  you  for  your  attention. 

Mr.  Helgesen.  Just  wait  a  minute. 

One  trouble  is  you  people  know  more  about  local  conditions  in  the 
South  than  this  committee  does,  perhaps,  and  you  come  up  here  with 
two  or  three  or  four  different  propositions.  Now,  would  it  not  be 
wise  for  you  people  to  get  together  and  agree  among  yourselves,  and 
then  bring  to  the  committee  and  to  Congress  a  proposition  which 
you  think  will  relieve  the  situation,  which,  knowing  the  conditions 
as  you  know  them  in  the  South,  you  at  least  believe  would  be  proper 
and  safe. 

Mr.  KoNE.  That  is  a  very  good  suggestion,  and  we  are  going  to 
try  to  get  together  to-morrow.  We  will  try  to  formulate  some  plan 
that  will  be  presented  to  you  the  next  day  or  Saturday.  We  have 
not  had  time  as  yet. 
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Now,  SO  far  as  I  am  concerned,  dnd  most  of  these  gentlemen  here, 
we  got  here  this  morning.    We  have  not  had  time  to  consult  as  yet 

The  Chaikman.  Is  not  this,  however,  true,  that  whatever  we  do 
in  making  cotton  security  or  collateral,  we  have  first  of  all  to  pass 
a  grading  bill  so  that  when  that  bale  of  cotton  goes  into  a  warehouse 
its  grade  may  be  known?  I  should  think  that  would  be  true,  because 
that  fixes  its  value. 

Mr.  KoNE.  Yes,  sir. 

The  Chairman.  That  is  the  first  proposition.  Now,  the  second 
proposition  is  that  the  bale  of  cotton  graded  and  its  value  fixed  it 
shall  be  in  a  warehouse  which  shall  come  up  to  the  requirements  of 
a  warehouse,  and  that  fact  certified  to  the  Government  as  a  basis  of 
credit  for  the  bale  of  cotton  in  tiie  warehouse.  Are  not  those  two 
propositions  fundamental? 

Mr.  KoNE.  I  think  so. 

The  Cbaibman.  So  that  anything  we  do  here  looking  to  making 
cotton  a  basis  of  credit  must  have  m  mind  first  the  grading  of  the 
cotton,  and  them  as  to  the  next  proposition,  the  proper  warehousing 
of  the  cotton.    Is  that  true  or  not  ? 

Mr.  KoNE.  Yes ;  it  is.  I  think  that  the  cotton  ought  to  be  OTaded, 
and  we  ought  to  know  the  value  of  it  I  do  not  agree  with  me  first 
gentleman  this  morning.  I  do  not  believe  there  are  any  100  or  150 
grades  of  cotton.    About  9  grades  are  about  all  the  grades  there  are. 

The  point  is  this:  If  the  man  who  buys  the  cotton  knows  where 
to  place  the  cotton^  there  is  but  very  little  difference  in  cotton  any- 
where. Certain  mills  use  certain  cotton,  and  certain  other  mills  need 
different  cotton.  If  you  force  a  man  to  buy  all  grades  of  cotton,  and 
anything  that  he  does  not  need,  of  course  he  is  going  to  get  it  down 
just  as  far  as  he  can;  but  if  the  cotton  is  properly  graoed  and  the 
man  knows  where  he  can  get  what  he  wants 

The  Chairman.  To  put  his  hand  on  the  cotton  ? 

Mr.  KoNE.  To  put  his  hand  on  the  cotton,  then  there  is  not  any 
great  deal  of  difference  in  the  value  of  cotton. 

Now,  I  think  that  the  Federal  Government  has  made  a  wonderful 
mistake  with  farmers.  It  has  helped  him  a  great  deal  in  malring  a 
greater  yield,  but  it  has  not  given  him  one  iota  of  assistance  in  the 
marketing  of  the  crop — not  a  bit. 

The  Chairman.  I  think  it  is  fair  to  say.  Colonel,  that  we  are 
starting  on  that  system  of  trying  to  help  him  market  his  crop. 

Mr.  KONE.  That  is  what  I  believe  you  will  do.  I  do  not  think  it 
was  willfully  or  maliciously  or  intentionally  done,  but  the  report  of 
the  Federal  Government  as  to  >wrhat  the  people  of  the  United  States 
were  raising  was  absolutely  a  mistake  without  giving  to  the  people 
of  the  United  States  what  the  world  needed. 

Mr.  Haitgbn.  Have  you  in  mind  any  amendment  to  the  currency 
law  making  it  easier  to  get  money  on  cotton?    Was  that  one  of  your 
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Mr.  KoNE.  Well,  I  have  not  got  that  plan  worked  out  in  my  own 
mind,  but  I  think  we  have  men  here  who  have. 

The  Chairman.  Is  there  anything  further,  gentlemen?  If  not, 
we  are  very  much  obliged,  Colonel. 

Mr.  Watson.  Next  will  be  Mr.  Graham,  the  commissioner  of  ag- 
riculture of  the  State  of  North  Carolina. 
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STATEMENT  OF  ME.  W.  A.  OBAHAM,  COMMISSIONES  OF  AOEICTJL- 
TTTSE^  STATE  OF  NOBTH  CABOUITA,  EALEIOH,  IT.  C. 

Mr.  Oraham.  The  matter,  Mr.  Chairman  and  gentlemen,  that  you 
have  before  you,  while  it  is  very  important  to  us  individually,  it  is 
very  important  to  the  Government  that  the  farmer  should  get  a 
good  price  for  his  cotton.  Heretofore  the  balance  of  trade  as  be- 
tween this  country  and  Europe  has  worked  in  our  favor  because  we 
have  our  cotton  crop  to  help  us  out  along  that  line.  Well,  now,  we 
are  getting  along  wnere  we  were  25  years  ago.  We  are  getting  the 
help  of  the  subtreasury,  and  what  we  said  was  the  matter  with  the 
country  was  true,  and  it  has  been  shown  that  the  farmer  was  right. 
We  then  made  our  suggestions  as  to  a  plan  by  which  he  should  be 
relieved,  and  that  plan  is  getting  now  to  be  recognized.  That  is,  we 
thought  that  the  property  which  called  for  an  increase  of  the  cur- 
rency should  be  made  the  basis  for  which  the  currency  should  be 
increased.  Now,  you  know  that  we  go  along  in  a  business  way  with 
a  certain  amount  of  money,  but  suddenly  we  come  in  with  our  crop 
of  wheat,  cotton,  and  com,  and  we  simply  have  the  same  amount 
of  money  on  hand  to  take  up  and  dispose  of  our  crop  that  was 
necessary  to  take  care  of  the  normal  business  of  the  country. 
That  being  so,  then  the  price  of  our  product  goes  down  and  it  re- 
ouires  more  money  to  move  it,  and  the  United  States  Government  is 
the  only  agency  that  can  furnish  this  money.  Every  panic  we  have 
ever  had  has  been  relieved  by  an  issue  of  United  States  money. 
Take  after  the  Revolutionary  War,  when  Hamilton  established  the 
United  States  Bank,  and  in  1814,  when  Madison  brought  up  the 
United  States  Bank;  then  in  the  panic  of  1876-1877 — every  one  of 
those  has  been  relieved  by  an  issue  of  United  States  notes.  Now 
we  say.  Why  not  issue  these  notes  when  there  is  no  panic  ifyou  are 
^oing  to  issue  notes  when  we  have  a  panic  to  correct  it?  Why  not 
issue  money  now  before  the  panic  comes  and  ward  off  the  panic? 
That  is  a  plain,  simple  proposition,  and  I  think  you  all  can  see  the 
justice  ana  feasibility  of  it. 

The  warehouse  system  as  proposed  in  South  Carolina  is  what 
North  Carolina  established  years  ago  to  take  care  of  her  tobacco 
crop.  From  1877  to  1905,  when  the  warehouse  system  was  estab- 
lished, whenever  a  man  went  down  to  the  market  where  the  ships 
came  in,  if  the  ship  was  there  he  could  dispose  of  his  tobacco  at  a 
good  price,  but  if  there  was  no  ship  there  he  had  to  take  what  he 
could  get  for  his  tobacco.  They  authorized  the  then  county  courts 
(which  now  would  be  the  county  commissioners)  to  erect,  either  to 
build  or  erect,  warehouses,  and  then  they  appointed  an  inspector 
who  inspected  this  tobacco.  He  had  to  give  a  bond  to  the  State  for 
the  performance  of  his  duties,  and  take  an  oath  to  properly  fulfill 
his  office.  Then  when  a  man  went  down  there  and  there  was  no  ship 
there,  he  simply  deposited  his  tobacco  and  got  his  receipt,  and  then 
he  could  carry  that  back  two  or  three  hundred  miles  in  the  country, 
and  it  passed  current  around  the  country. 

That  is  exactly  what  we  ask  here  now.  The  tobacco  was  the  means 
of  increasing  the  currency  to  move  the  tobacco,  and  that  is  what  we 
ask  along  this  line  now. 

Now,  about  the  Government  warehouse;  I  do  not  know  but  that 
the  State  is  better,  because  laws  along  the  lines  you  are  passing  here 
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^1  never  apply  to  us.  Congress  passing  a  law  here  will  not  apply 
to  North  Carolina  until  North  Carolina  passes  legislation  to  take 
advantage  of  that  law.  That  does  not  apply  in  our  State  until  we 
adopt  it.    And  so  it  is  along  these  lines. 

Now,  take  your  standards.  Now^  I  live  in  the  country,  and  we  do 
not  export  goods.  I  can  start  out  in  the  morning  and  have  a  choice 
of  35  cotton  mills  to  which  I  can  sell  my  cotton  and  come  back  at 
night,  and  I  will  not  go  over  35  or  36  miles.  So  that  along  that  line 
we  have  our  home  market.  Nevertheless,  our  home  market  is  con- 
trolled by  the  market  abroad.  Our  cotton-mill  men  go  along  on  that 
line.  Well,  then,  we  have  got  to  have  the  standards.  I  think  it  is 
ridiculous  the  way  the  cotton  has  been  graded.  For  300  years  the 
real  value  of  the  cotton  has  never  entered  into  the  question  of  stand- 
ards, but  the  color  of  the  cotton  and  the  amount  of  trash  in  it  has 
governed. 

When  I  saw  that  the  Secretary  of  Agriculture  had  established  nine 
grades  of  cotton,  I  asked  what  the  length  of  staple  and  tensile 
strength  had  to  do  with  the  grading,  and  I  was  told  that  they  were 
not  factors.  We  all  know  that  the  value  is  in  the  length  of  staple 
and  tensile  strength.  Millers  do  not  care  what  the  color  is  if  there  is 
the  proper  length  of  staple  and  tensile  strength.  That  is  what  really 
fixes  the  value  of  the  cotton.  I  do  think  in  the  making  of  these 
standards  those  things  ought  to  be  brought  into  consideration. 

Mr.  Haugen.  Do  they  not  take  that  into  consideration  now  ? 

Mr.  Graham.  I  think  so,  sir. 

Mr.  Haugen.  That  was  taken  into  consideration  in  fixing  the  nine 
standards,  was  it  not? 

Mr.  Graham.  Yes,  sir;  I  think  so.  Cotton  below  a  certain  length 
should  be  a  certain  standard,  and  above  a  certain  length  anotner 
standard.  Now,  why  you  want  more  than  nine  grades,  I  do  not  see. 
I  have  been  in  a  great  many  mills,  and  you  do  not  see  low  middling, 
strict  middling,  and  so  on.  Any  mill  will  spin  any  one  of  those  two 
or  three  different  grades.  If  that  is  so,  why  do  you  want  the  differ- 
ent grades?    What  necessity  is  there  for  it? 

I  have  been  raising  cotton  for  50  years,  and  I  want  to  confess  my 
ignorance  about  being  able  to  determine  the  length  of  staple  and  so 
forth,  and  when  we  were  getting  ready  for  our  farmers'  institute  this 
year  I  wrote  to  Washington  to  please  let  me  have  some  one  to  send 
along  to  our  folks  who  could  explain  that,  and  they  did  not  have 
anybody  to  send  me.  That  is  what  happened  along  those  lines.  I 
asked  the  professor  of  the  agricultural  college— our  mstitute  and  the 
college  work  together  a  good  deal — ^to  come  over  and  give  us  a  talk. 
I  asked  him  to  make  a  talk  there  on  the  marketing  of  cotton.  He 
brought  in  something  about  the  linters,  but  he  really  did  not  under- 
stand, and  1  will  confess  my  ignorance  right  here,  and  I  have  been 
raising  cotton  for  50  years  and  do  not  know  what  effect  it  has  on  the 
▼alue  of  it.  The  time  has  come  when  that  should  be  done.  They  are 
doing  all  they  can  in  the  department  trying  to  find  that  out  now. 
But  the  department  has  just  recently  been  awakened  along  that  line. 
You  can  see  the  importance  of  having  a  grade  establish^.  If  you 
establish  it  here,  it  applies  to  the  entire  trade. 

Mr.  Chairman,  you  will  recollect  that  I  wrote  you  that  your  bill, 
while  it  authorized  the  Secretary  of  Agriculture  to  establish  certain 
trades,  did  not  legalize  those  grades  and  say  they  should  control 
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where  disputes  arise.  •  We  would  have  to  have  that  We  would  have 
to  have  in  our  State,  if  there  is  a  dispute,  a  provision  that  the  grades 
as  established  by  the  United  States  Department  of  Agriculture  shall 
prevail,  just  like  they  do  in  the  pure-food  law.  We  have  the  United 
States  pure- food  law  in  our  State. 

I  think  if  the  cotton  grades  are  brought  up  to  what  tKey  ought  to 
be  the  farmer  is  going  to  get  several  million  dollars  more  for  his 
cotton. 

Now,  when  you  bring  in  a  cargo  of  mules  to  our  country  a  man 
does  not  sit  down  and  say,  ^^  These  mules  cost  me  so  much ;  tnat  is  an 
average  of  so  and  so  and  so — ^we  will  say  of  $250 — therefore  I  will 
sell  them  at  $250  apiece,"  but  he  gets  each  mule  out  and  sells  it  upon 
its  own  character  and  its  own  qualifications.  Exactly  that  same 
thing  ought  to  be  done  with  cotton. 

Then,  Mr.  Chairman,  I  think  the  final  result  is  going  to  be  that 
the  cotton  will  be  graded  and  weighed  by  an  inspector  at  the  gin- 
house  when  it  is  baled  and  marked,  and  that  will  be  the  end  of  it, 
because  the  staple  can  not  shorten,  because  if  you  take  a  sample  to-day 
and  go  to  handling  it  around  you  tear  it  to  pieces ;  but  if  it  goes  to  a 
cotton  gin,  and  an  expert,  qualified  inspector  finds  it  is  of  such  a 
length  of  staple  and  such  a  tensile  strength,  and  it  is  of  such  and 
such  a  class,  and  it  is  not  handled  any  more,  it  will  remain  that  way. 

And  this  talk  about  a  large  number  of  inspectors.  When  we  had 
the  revenue  law  here  we  had  a  great  many  revenue  officers,  but  you 
did  not  have  to  have  one  at  everj^  stillhouse,  but  he  went  around 
from  one  place  to  another.  Certainly  one  man  could  attend  to  a 
county,  and  sometimes  to  two  coimties.  He  could  not  be  there  every 
day,  out  he  would  have  certain  days  when  he  would  be  at  certain 
towns,  when  the  cotton  would  be  graded  and  marked,  and  then  it  is 
ready  to  be  marketed,  and  that  is  the  end  of  it,  because  it  is  actually 
weighed  on  that  day  under  exactly  the  same  circumstances  that  it  is 
weighed  anywhere  else.  Of  course,  he  would  have  to  make  allowance 
for  damages,  that  is  true;  but  that,  I  think,  will  be  the  solution  of  it, 
sir.    How  he  will  pay  those  men  I  do  not  know. 

I  am  going  to  send  out  eight  expert  cotton  men  to  take  a  census  of 
our  counties.  That  will  be  done  along  that  line.  One  of  those  men 
will  report  for  the  ginners.  But  this  is  where  the  standard  grades 
will  help  us.  I  say  the  cotton  is  of  such  and  such  a  grade  and  they 
say  it  is  not.  Now.  then,  if  we  have  a  standard  which  is  made  by 
law,  we  can  just  take  that  down  and  refer  to  it.  You  can  see  the 
necessity  for  that.  That  ends  all  disputes,  and  that  will  satis^  us; 
and  then,  when  the  State  adopts  that  standard,  that  will  settle  all 
matters  between  us  and  our  ginners  around  there. 

I  am  not  going  into  certam  matters  that  we  in  our  association  of 
commissioners  have  taken  up.  We  have  taken  up  several  matters  which 
we  would  like  to  bring  before  you.  One  is  the  bagging  and  tying 
question.  I  do  not  want  to  go  into  that  this  evening.  But  I  say  we 
are  losing  $10,000,000  or  $12,000,000  every  year,  and  the  only  way  to 
settle  that  is  to  have  an  association  of  planters,  spinners,  and  ginners, 
etc.    The  other  fellows  do  not  have  alt  this  fuss  about  raising  cotton* 

Mr.  Helgesen.  You  started  out  by  suggesting  an  increase  in  the 
amount  of  currency  in  order  to  help  the  banks  help  the  farmer 
market  his  product.  Through  what  channel  do  you  expect  the  small 
fanner  to  get  this  currency  t 
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Mr.  Graham.  Under  this  present  revenue  bill,  does  it  not  allow  a 
man  to  deposit  his  cotton  receipt  in  a  warehouse  and  borrow  on  it? 
And  then,  if  the  bank  has  not  got  the  money,  can  they  not  notify  the 
Treasurer  of  the  United  States,  through  this  Reserve  Board,  and  get 
the  money? 

Mr.  H£iiG£S£N.  Yes,  sir.  I  am  {iskin^  you  this  question,  because 
all  this  testimony,  as  I  understand,  or  the  bulk  of  it,  refers  to  legis- 
lation and  very  little  of  it  refers  to  legislation  for  the  present,  and 
you  do  not  agree  among  yourselves  upon  either  what  is  to  be  done 
for  the  future  or  the  present.  We  are  interested  in  getting  a  prac- 
tical plan. 

Mr.  Graham.  The  only  relief,  as  we  in  the  South  view  it,  is 
through  an  increased  currency. 

Mr.  Helgesen.  Well,  but  there  seems  now  to  be  a  way  of  getting 
that. 

Mr.  Graham.  It  has  come  through  our  old  subtreasury  plan  that 
we  suggested  years  ago  for  getting  the  money  out  of  the  United 
States  (jrovemment. 

Mr.  Helgesen.  And  have  the  Government  pay  directly  out  of  the 
Treasury  to  the  farmer? 

Mr.  Graham.  Oh,  no.  Your  bill  reaches  that — ^this  present  cur- 
rency bill.  I  think  that  can  be  amended  so  as  to  care  for  that  very 
well,  sir.  We  do  not  want  this  way  of  sending  money  down  directly 
to  every  little  bank,  but  we  want  it  so  that  tne  little  bank  can  get 
the  money  without  going  out  and  paying  a  high  rate  of  interest  on 
it,  so  that  before  it  gets  there  you  have  this  high  rate  of  interest 
on  it. 

That  is  another  thing  about  this  currency  bill.  If  the  bill  is 
along  the  lines  of  Senator  Fall's  speech,  you  ought  not  to  charge  these 
banks  a  high  rate  of  interest.  If  you  are  going  to  do  that,  you 
should  limit  them  to  4  per  cent.  If  you  are  going  to  give  them  the 
money  free,  jrou  ought  to  limit  what  they  are  going  to  charge  us 
for  it.  That  is  an  honest  proposition,  and  I  want  to  call  your  atten- 
tion to  matters  along  that  line.  We  do  not  want  the  middlemen  to 
reap  all  the  benefit  of  it.  We  want  it  to  get  back  to  the  man  who 
raises  the  cotton  and  who  needs  the  money  at  that  time.  I  think, 
as  I  said,  the  great  object  is  now  to  head  off  the  panic,  to  avoid  a 
panic.  After  the  panic  comes  you  will  issue  the  currency.  Now, 
come  out  with  the  money  and  let  us  put  this  panic  off.  We  have  this 
cotton  to  sell,  and  our  people  have  to  have  money,  and  they  have  to 
live  on  whal  they  get  from  it.  We  have  an  increase  of  property  here, 
consequently  we  have  to  have  more  money  to  handle  it.  That  really 
is  the  whole  thing  in  a  nutshell.  How  can  we  have  elastic  currency, 
so  as  to  meet  the  demands? 

Mr.  Haugbk.  The  present  law  provides  for  that. 

Mr.  Graham.  Yes,  sir. 

Mr.  Haugbn.  The  present  law  provides  for  the  elastic  currency. 

Mr.  Graham.  Yes,  sir. 

Mr.  Haugbn.  I  understand  $500,000,000  has  been  issued. 

The  Chahiman.  Is  there  anything  further,  gentlemen? 

Mr.  Graham.  We  old  hayseeds  feel  pretty  proud  of  what  we  said 
25  years  ago.  You  called  us  fools  then,  but  that  was  iust  exactly 
what  was  the  matter  with  the  country — ^just  exactly  what  you  are 
proposing  now  for  relief. 
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Mr.  Heloesen.  Do  you  not  think  it  would  be  a  good  thing  for  you 
people  to  get  together  and  come  before  this  committee  with  a  concrete 
proposition,  so  that  you  will  have  something  definite  to  place  be- 
lore  us? 

Mr.  Graham.  We  commissioners  will  have  a  meeting  this  evening, 
when  we  will  try  to  work  out  some  plan. 

Mr.  Haugek.  You  are  all  agreecl  upon  the  standardization  of 
cotton? 

Mr.  Graham.  Yes^  sir;  I  think  so;  but  the  value  of  the  cotton 
should  be  based  upon  the  length  of  staple  and  tensile  strength.  Then 
the  next  is  licensed  and  bonded  warehouses. 

Mr.  Watoon.  Mr.  Chairman,  I  expected  the  commissioner  of  Ala- 
bama and  the  commissioner  of  Georgia  would  have  been  here  this 
afternoon,  but  they  have  not  arrived  yet,  so  if  there  is  no  objection 
I  will  have  something  to  say  myself. 

Before  I  do  that,  however,  Mr.  Commissioner  Kone  suggests  that 
we  hear  Mr.  St.  Clair.    I  believe  he  is  from  the  State  of  Texas. 

The  Chairman.  We  would  be  very  glad  to  hear  him. 

STATEMENT  OF  IIS.  CHABLES  ST.  CIAIB,  OF  TEXAS. 

Mr.  St.  Clair.  Mr.  Chairman  and  gentlemen,  I  have  the  honor  to 
be  the  president  and  general  manager  of  a  corporation  doing  busi- 
ness under  the  laws  oi  the  State  of  Texas  and  located  at  Galveston, 
and  we  have  been  theorizing  for  a  great  many  years,  and  we  tried 
to  bring  our  theories  down  to  some  concrete  plan  and  work  them  out, 
and  I  can  tell  you  something  this  afternoon  of  the  difficulties  and  the 
successes  that  we  have  met  with. 

Mr.  Helgesen.  What  is  the  business  of  this  corporation  ? 

Mr.  St.  Clair.  We  are  a  corporation  of  cotton  planters,  ginners, 
merchants,  and  country  bankers  located  in  the  State  of  Texas  who 
have  combined  together  to  find  a  suitable  way  in  which  to  handle  and 
market  the  cotton  that  is  raised  in  the  State  of  Texas. 

We  have  a  corporation  of  some  1,200  to  1,300  members.  They 
subscribed,  in  the  first  place,  for  capital,  and  through  the  corpo- 
ration they  are  marketing  and  handling  not  all  of  their  cotton  (it  is 
not  compulsory  that  they  should  handle  any),  but  they  have  for  the 
past  year  been  handling  a  good  deal  of  their  cotton  through  the 
corporation  with  results  very  satisfactory  to  themselves. 

Now,  we  went  on  this  plan,  that  there  are  two  requisites  to  the 
satisfactory  handling  of  cotton,  and  those  are,  first,  that  you  must 
provide  a  safe  and  secure  place  in  which  to  store  that  cotton  when 
you  are  holding  it  from  the  market,  and  then  you  must  offer  it  at 
such  times  as  there  are  buyers  for  the  cotton.  In  other  words,  when 
there  is  a  demand  for  the  class  of  cotton  that  is  being  offered. 

The  difficulties  that  you  gentlemen  will  have  to  race  are  a  great 
many.  We  have  had  to  face  them  in  a  small  degree,  but  you  are  up 
against  a  very  difficult  proposition.  The  vested  interests  in  the 
Southern  States,  the  middlemen  and  the  speculators,  who.  through 
the  turns  and  crooks  through  which  cotton  passes,  are  making  con- 
siderable fortimes  every  year,  are  naturally  going  to  put  every  im- 
pediment in  the  way  oi  working  out  any  plan  of  stanaardization  or 
of  grading.  In  other  words,  they  do  not  want  the  emoluments  of 
manipulation  from  year  to  year  to  pass  out  of  their  hands. 
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Now,  to  get  down  to  the  actual  proposition  before  the  committee, 
in  the  standardization  of  cotton  we  want  to  find  out  what  is  exactly 
the  spinable  difference  in  the  grades  of  cotton.  Now,  you  take  in 
the  State  of  Texas,  we  are  and  have  been  up  against  the  real  thing. 
You  take  basis  middling  cotton  that  was  worth  13  cents  a  pound, 
and  you  take  basis  low  ordinary  cotton  as  only  worth  6^  cents, 
market  to  market  quotations,  and  you  have  a  very  wide  range  of 
price,  and  as  factors,  or  as  men  who  are  in  the  habit  of  receiving  cot- 
ton and  storing  cotton  for  the  farmer  and  advancing  money  at  a  low 
rate  of  interest,  when  those  differences  are  so  wide  as  they  are  at  the 
present  time,  we  are  up  against  it  as  a  proposition,  and  the  cotton 
men  are  up  against  it  to  know  just  exactly  what  amount  to  safely 
loan  on  that  cotton. 

And  the  other  difficulty  that  this  committee  or  any  comimittee 
formulating  any  bill  or  the  working  out  of  any  plan  will  be  up 
against,  will  be  the  fixing  of  the  differences  between  the  grades. 

Now,  you  take  as  a  concrete  illustration :  A  man  who  starts  to  bale 
cotton  and  classes  it,  we  will  sav,  as  middling  cotton,  considers  just 
two  things — the  color  and  the  absence  or  freedom  of  foreign  matter 
in  the  cotton.  He  pays  very  little  attention  to  the  tensile  strength  or 
the  length  of  the  staple.  In  our  corporation  we  find  it  pays  us,  in 
order  to  get  the  best  results  out  of  our  cotton,  to  send  right  across 
to  Liverpool  and  get  a  man  who  is  actually  pulling  the  staple  and 
delivering  it  to  the  Manchester  cotton  mills  to  come  over  here.  We 
can  pay  his  expenses  over  here,  we  can  pay  him  a  good  salary,  because 
we  can  get  out  of  the  cotton  something  that  the  market  quotations 
never  reveal. 

Now,  the  man  who  sets  to  work  to  put  a  standard  or  a  price  or  a 
value  upon  a  bale  of  cotton  is  a  man  that  can  to-day,  with  the  vested 
interests,  command  a  very  large  salary,  and  in  working  out  these 
principles  of  standards  you  will  have  to  get  men  who  are  thoroughly 
capable  and  able  to  put  that  proper  value  on  the  cotton. 

We  will  take  the  methods  that  we  adopted  in  the  State  of  Texas. 
A  farmer,  in  selling  his  cotton,  brings  it  down  to  the  market.  There 
is  no  market ;  there  is  no  value  for  cotton — ^that  is,  no  real  value  for 
cotton.  The  farmer  ships  down,  we  will  say,  30  bales  to  us.  He  wants 
to  sell  it  to  the  very  best  advantage,  in  order  to  get  the  most  money 
out  of  it.  We  take  samples  from  the  30  bales,  and  we  spread  them 
on  the  table,  and  we  invite  buyers  to  come  in  and  look  at  those  30 
bales  and  pay  us  a  price  for  that  cotton. 

Now,  the  buyer,  who  represents  some  exporter,  will  probably  find 

that  in  the  30  bales  are  10  or  11  bales  of  desirable  cotton,  cotton  that 

he  knows  where  to  place  at  a  very  good  price,  which  is  knowledge 

unknown  to  the  cotton  factor  and  to  the  man  who  actually  owns  the 

cotton.     He  simply  says,  "  I  will  give  you  9  cents  a  pound  for  that 

cotton,"  or  approximately  $45  a  bale.    He  knows  right  there  that  he 

can  place,  we  will  say,  11  bales  of  that  cotton  at  15  cents  or  16  cents 

a  pound.     He  takes  the  residue  of  the  30  bales  and  puts  it  aside,  buys 

other  cotton  and  reassembles  and  regrades  it  until  he  has  a  desirable 

grade  of  cotton,  even  running  grades,  that  he  can  ship  to  the  various 

^terests  veith  large  profits  to  himself  out  of  it.    That'  is  where  the 

real  money  is  made  in  the  handling  of  cotton.    It  is  not  so  much  in 
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getting  the  price  basis  by  way  of  middling,  and  so  forth,  revealed  in 
the  market  quotations  of  the  world,  as  it  is  in  his  expert  knowledge 
of  knowing  where  to  place  that  individual  bale  of  cotton.  He  says, 
^^  I  have  a  bale  of  cotton  here,"  and  he  pulls  it  and  says,  ^^  I  know  that 
bale  will  go  to  a  certain  mill  in  Manchester,"  and  although  you  might 
have  graded  that  bale  as  middling  cotton  and  worth  13  cents  a 
pound,  we  will  say,  in  Galveston,  and  with  natural  expenses  could  be 
sold  at  a  profit  at  15  cents  or  14.75  cents  in  Manchester,  he  says, 
^'  There  is  a  certain  mill  that  will  give  me  a  large  premium  for  that 
bale  of  cotton,"  and  in  consequence  of  his  expert  knowledge  he  is 
able  to  take  that  and  make  money  out  of  it. 

Mr.  Helgesen.  You  can  never  correct  that  by  legislation,  can  you? 

Mr.  St.  Clair.  You  can  not  correct  that  by  legislation  except  in 
this  way ;  that  in  the  employment  of  men  who  do  standardize  cotton, 
they  ought  to  be  paid  salaries  sufficient  for  the  knowledge  they  have 
obtained  through  experience,  to  actually  get  down  to  the  real  factors 
of  the  value  of  that  cotton. 

Mr.  Helgesen.  But  you  were  saying  this  advantage  did  not  lie  so 
much  in  knowing  the  value  of  the  cotton  as  it  does  in  knowing  where 
to  place  that  particular  bale,  and,  of  course,  no  man  could  know  that 
except  some  one  who  is  in  touch  with  the  trade. 

Mr.  St.  Clair.  That  may  be  true,  but,  on  the  other  hand,  the  fact 
is  we  ^ow  certain  districts  and  certain  mills  require  certain  classes 
of  cotton,  irrespective  of  color  or  of  grade,  so  far  as  freedom  from 
foreign  matter  is  concerned. 

But  what  I  want  to  impress  upon  the  committee  is  the  absolute 
necessity  of  fixing  the  spinable  differences  in  the  grades  of  cotton, 
also  to  go  back  to  the  emergency  matter  before  us,  and  we  are  up 
against  it  in  the  State  of  Texas^  and  that  is  this,  that  we  have  actual 
cotton  opening  and  which  is  bemg  presented  to  us  for  handling,  and 
we  do  not  know  how  to  handle  it,  and  we  must  have  some  relief 
immediately.  We  must  take  the  warehouses  that  we  have  available 
and  put  them  in  such  shape  that  people  storing  cotton  in  the  ware- 
houses that  now  actually  exist  can  have  a  form  of  receipt  issued  for 
that  cotton  upon  which  anyone  can  safely  loan  money,  and,  of  course, 
the  form  of  receipt  that  I  advocate  and  that  we  as  a  corporation 
advocate,  is  this,  which  is  a  per  bale  receipt — one  receipt  for  each 
bale  of  cotton,  which  designates  actually  the  condition  of  that  cotton, 
so  that  when  that  cotton  is  offered  for  sale  there  is  no  need  for  sub- 
stitution or  alteration,  and  you  have  an  original  document;  in  other 
words,  to  make  the  collateral  as  unimpeachable  as  possible. 

I  have  talked  this  matter  over  with  bankers  in  the  North  and  in 
the  South ;  and  long  before  this  matter  came  up  they  said,  "  I  want 

J^ou  to  present  me  a  form  of  receipt  which  in  itself  is  a  good  col- 
ateral,  collateral  that  can  not  be  impeached,  so  that  we  will  not  have 
to  pay  any  attention  to  the  person  issuing  the  receipt.  In  other 
words,  gentlemen,  the  money  that  has  been  advanced  on  cotton  by 
the  bankers  who  have  loaned  money  on  the  cotton  in  the  South,  has 
not  been  loaned  so  much  on  the  cotton  itself  as  upon  the  responsi- 
bility and  the  integrity  of  the  man  actually  borrowing  the  money; 
and  we  must  get  down  to  an  actual  basis  where  the  cotton  wiU  in 
itself  be  good  and  sufficient  collateral  for  the  money  borrowed 
upon  it. 
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The  Chaibmak.  How  would  ^ou  work  that  out.  Me,  8L  Qsirf 

Mr.  St.  Clair.  We  have  put  it  ta  a  jmctieal  test  and  have  found 
fliai  the  bankers  of  our  State  are  willing  to  accept  our  receipts,  be- 
cause we  have  stated  in  our  receipt  that  a  certain  bale  of  cotton  bears 
certain  marks,  it  is  of  a  certain  grade  that  we  ourselves  have  put 
upon  it,  in  the  absence  of  any  other  outside  agency,  and  the  weight ; 
and  the  receipt  itself  bears  on  the  face  of  it  the  maximum  charge 
that  bale  is  subject  to  from  the  date  of  the  issuance  of  the  receipt 

Mr.  Anderson.  The  maximum  charge  for  what?  You  say  it  bears 
on  its  face  the  maximum  charge.    What  do  you  mean  by  that  ? 

Mr.  St.  Clair.  Well,  for  storage,  for  insurance,  and  for  the  hand- 
ling of  the  cotton.  We  as  a  corporation  guarantee  the  insurance  for 
the  full  market  value  of  the  bale  of  cotton. 

You  must  remember,  gentlemen,  that  we  are  simpljr  a  unit.  Al- 
though we  are  a  corporation,  we  are  simply  an  inoividual,  and  we 
had  to  adopt  plans  and  reduce  them  to  a  workable  basis,  and  in  our 
endeavor  to  arrive  at  some  perfect  plan  we  have  evolved  from  the 
old  system  something  that  would  be  satisfactory  to  the  people  ship- 
ping this  cotton  and  at  the  same  time  satisfactory  to  the  banks  pro- 
posing to  loan  us  money,  or  loan  our  members  money,  on  these  re- 
ceipts ;  and  we  have  had  facilities  for  handling  quite  a  large  quantity 
of  cotton ;  and  I  can  present  to  vou  telegrams  that  I  have  received 
since  I  have  been  here  from  people  from  all  over  the  State  of  Texas, 
in  which  they  propose  to  send  cotton  to  us  provided  we  can  fall  in 
line  and  give  tnem  some  idea  as  to  what  amount  of  money,  in  per- 
centage, can  be  loaned  on  those  receipts.  In  other  words,  as  to  the 
cotton  itself,  that  we  would  put  it  in  a  safe  and  secure  place,  where 
the  bale  will  not  be  subject  to  depreciation  due  to  the  exposure  of  the 
bale  to  the  weather,  and  at  the  same  time  they  want  to  know  ap- 
proximately what  that  bale  of  cotton  is  going  to  cost  them  for  the 
storing  and  handling  of  it. 

You  can  get  practical  men  together  and  evolve  some  system  that 
will  meet  the  emergency  and  that  will  probably  have  to  be  changed 
as  conditions  change,  but  at  the  present  time  I  believe  that  with  the 
facilities  already  existant  in  the  State  of  Texas  we  can  care  for  a 
good  deal  of  the  surplus  stock  of  cotton  in  Texas  in  the  way  I  have 
suggested. 

If  any  members  of  the  committee  want  to  see  documents  that  we 
are  in  the  habit  of  using  I  have  some  at  the  hotel,  and  I  will  be  very 
glad  to  answer  any  question  or  to  give  you  the  result  of  our  exper- 
iences as  a  corporation,  and  my  own  as  an  individual,  so  that  we  can 
arrive  at  some  concrete,  workable  plan,  by  which  the  South  can  be 
relieved  of  the  present  situation. 

Mr.  Helgesen.  Let  me  see  if  we  understand  what  you  mean  by 
what  you  call  the  vested  interests.    Will  you  explain  what  that  is? 

Mr.  St.  Clair.  I  mean  this— and  I  expect  you  know  exactly  what 
I  mean  before  I  express  myself — that  every  man  who  has  the  means, 
or  who  has  money  invested  in  the  transaction  of  any  business,  with 
his  plans  laid,  as  soon  as  any  new  plan  is  put  into  operation  that  will 
cost  him  a  personal  loss  or  personal  inconvenience,  is  not  going  to 
care  a  bit  for  the  rest  of  the  world,  but  he  is  going  to  fight  it  tooth 
and  toenail.    That,  gentlemen,  is  what  I  mean  by  vested  interests. 

The  Chairman.  Is  there  anything  further,  gentlemen?  If  not, 
Mr.  St.  Clair,  that  is  all.    We  are  very  much  obliged  to  you. 
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Mr.  Watson.  Mr.  Hughes,  of  Georgia,  has  come  in.  He  is  the  as- 
sistant commissioner  of  the  State  of  Georgia. 

Mr.  Hughes.  Mr.  Chairman,  I  believe  I  have  nothing  to  say  right 
now.    I  am  trying  to  learn  and  would  rather  not  say  anything. 

STATEMENT  OF  MR.  K  T.  WATSON,  COMMISSIONEB  OF  AQBICUIr 
TXTBE,  STATE  OF  SOTTTH  CABOUNA,  FSESIDENT  SOTJTHEBJT 
COTTON  CONOEESS. 

Mr.  Watson.  Gentlemen,  in  coming  here  at  this  time  we  only  come 
here  because  of  the  war ;  we  only  come  here  because,  for  the  first  time 
since  the  Civil  War  in  this  country,  cotton  has  not  been  able  to  take 
care  of  itself. 

We  regard  cotton  as  America's  greatest  asset,  and  not  merely  as  a 
southern  proposition.  If  you  will  look  at  the  map  you  will  see,  now 
that  California  is  coming  m,  that  all  of  the  lower  half  of  the  United 
States  is  engaged  in  the  proauction  of  cotton. 

Cotton  is  absolutely  tne  only  indestructible  product  of  the  soiL 
Cotton  has  always  been  classed  as  a  commodity,  and  the  trouble  that 
brings  us  here  now  is  the  very  fact  that  cotton  is  as  yet  classed  as  a 
commodity,  whereas,  as  a  matter  of  fact,  cotton  is  more  of  a  security 
than  a  commodity.  What  I  mean  to  say  by  that  is  that  cotton  can 
be  harvested  to-day,  ginned,  baled  and  properly  put  away,  and  50 
years  from  now,  whatever  the  market  may  be  at  that  time,  that  cotton 
IS  just  as  valuable  as  it  is  to-day.  There  is  absolutely  nothing  in  the 
world  with  which  you  can  do  that  except  cotton.  A  few  days  ago  I 
saw  a  bale  of  cotton  which  was  put  up  52  years  ago,  and  just  before 
this  recent  war  broke  out  was  put  on  the  market  perfect  in  staple, 
perfect  in  color,  perfect  in  tensile  strength,  and  sold  for  15  cents  per 
pound. 

Now,  with  cotton  in  that  condition,  we  believe  that  it  is,  as  I  said, 
the  Nation's  greatest  asset.  Why  ?  Because  it  is  the  only  thing  we 
can  send  every  year  from  the  United  States  Government  into  the 
markets  abroad  and  bring  back  a  stream  of  ^old,  upon  which  Ameri- 
can finance  is  based.  We  all  know  that  it  is  a  fact  that  that  com- 
modity, that  security,  is  jeopardized  because  the  South,  with  her  bank- 
ing system,  and  on  account  of  the  interregnum  between  the  banking 
systems  of  the  Nation,  is  absolutely  unable  to  take  care  of  that  asset, 
and  it  is  liable  to  be  sacrificed,  and  if  it  is  sacrified  that  means,  gen- 
tlemen, that  our  balance  of  trade  by  spring  will  be  absolutely  gone, 
and  that  $600,000,000  that  comes  across  the  ocean  will  not  be  coming, 
and  that  you  are  going  to  be  swamped  in  war  taxes. 

Mr.  Anderson.  Is  it  your  expectation  that  there  will  be  no  expor- 
tation of  cotton  ? 

Mr.  Watson.  Any  exportation  ? 

Mr.  Anderson.  Yes. 

Mr.  Watson.  No,  sir;  not  by  a  good  deal. 

Mr.  Anderson.  What  is  the  normal  export  now  ? 

Mr.  Watson.  The  bulk  of  the  crop  is  exported — ^about  65  per  cent. 

Mr.  Anderson.  How  much  woula  that  probably  be  decreased,  if 
you  could  estimate? 

Mr.  Watson.  I  suppose  it  could  be  decreased  at  least  8,000,000 
bales  before  you  can  catch  up  in  any  way,  shape,  or  form* 
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Now,  gentlemen,  we  have  not  come  up  here  trying  to  beg  the 
Federal  Government.  We  believe  that  anything  that  is  a  basis  in  this 
comitry  for  maintaining  the  balance  of  trade  m  favor  of  this  comi- 
try,  such  as  wheat  or  cotton,  is  something  «the  Government,  through 
its  national  banking  system,  ought  to  do  in  a  business  way  to 
protect,  in  order  to  protect  the  man  back  on  the  farm.  We  believe 
that  anything  now  tnat  may  be  done  short  of  reaching  the  farmer, 
back  through  the  small  bank  and  taking  care  of  the  man  who  is  goin^ 
to  be  forced  to  try  to  pay  his  debts  or  to  have  his  property  f oreclosea 
in  the  fall,  will  fail  m  its  purpose.  Heretofore,  whenever  we  hav« 
been  in  trouble  with  cotton,  like  1911,  for  instance,  we  have  been  able 
to  take  care  of  it  by  artificial  means.  There  has  never  been  the 
necessity  and  there  has  never  been  an  experience  just  exactly  like 
this  we  face  now. 

I  have  been  in  Washin^on  since  Sunday  morning  early.  I  think 
I  violate  no  confidence  when  I  say  I  have  been  in  consultation  with 
the  Secretary  of  the  Treasury,  the  Comptroller  of  the  Currency,  the 
members  of  the  regional  board,  and  members  of  the  Finance  Com- 
mittee of  each  House,  and  a  number  of  Members  of  the  Senate  and 
the  House,  and  that  they  are  working  hard  to  try  to  get  something 
that  can  be  presented  to  Congress  that  will  be  a  business-like  method 
of  saving  this  national  asset.  I  think  the  scheme  that  will  be  finally 
evolved  will  be  one  that  will  meet  the  approbation  of  the  entire 
Nation.  Whatever  you  do,  however,  must  go  back  to  the  beginning. 
We  must  go  back,  and  whatever  is  done  must  be  done  either  through 
the  regional  bank  system  or  under  the  Vreeland-Aldrich  bill,  whi<m, 
after  proper  amendment,  must  be  passed,  as  your  chairman  properly 
said  a  few  moments  ago,  way  back  to  where  that  bale  of  cotton  is 
offered  for  sale  in  the  local  market.  Under  present  conditions  we 
simply  take  our  cotton — ^in  the  first  place,  witn  the  average  farmer 
anything  that  grows  on  a  bush  and  is  white  is  cotton.  That  is  all  he 
knows  about  it ;  all  he  has  ever  been  taught  to  know.  Probably  it  is 
the  fault  of  the  United  States  Government;  probablv  it  is  the  fault 
of  the  State  government — ^I  do  not  know — but  it  is  a  fact  that  he  does 
not  know  what  cotton  is  except  that  it  is  something  white  on  a  plant. 
With  the  farmer  in  that  condition,  he  takes  his  cotton  to  the  cotton 
buyer  in  his  town.  That  cotton  buyer  is  out  for  business  and  profits. 
That  cotton  buyer,  ninety-nine  times  out  of  a  hundred,  will  under- 
grade that  cotton  so  that  he  himself  has  not  only  a  safe  margin,  but 
a  nice  margin  of  profit  when  he  turns  it  over  to  the  next  man.  Mr. 
Lever's  bill,  as  I  take  it,  makes  it  possible  for  you  to  require  that  local 
buyer  to  be  a  man  licensed  by  the  Federal  Government,  and  imder 
penalties  to  the  Federal  Government  if  he  is  dishonest  or  if  he 
misgrades  that  cotton  one  iota. 

Mr.  Anderson.  I  do  not  think  tTiat  is  correct. 

Mr.  Haugen.  Not  the  buyer,  but  the  classer. 

Mr.  Watson.  It  may  not  be  there,  but  it  ought  to  go  there.  It 
ought  to  go  down  to  the  small  buyer  and  make  him  a  responsible 
man,  because  most  of  that  cotton  is  destined  for  export.  It  is  not 
only  an  interstate  proposition  but  it  is  an  international  proposition, 
and  no  certification  that  an  independent  warehouse  or  a  State  ware- 
bouse  could  give  it  would  have  any  more  standing  in  the  markets  of 
Europe  than  if  you  or  I  or  any  individual  should  sit  down  here  and 
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draw  up  a  certificate  for  him.    Therefore,  at  the  very  beginning  that 
cotton  should  start  out  for  exactly  what  it  is. 

Now,  gentlemen,  I  do  not  say  that  idly.  I  spent  nearly  a  year  in 
the  European  mills.  I  have  talked  and  worked  with  over  250  Euro- 
pean manufacturers,  and  I  have  had  them  tell  me  if  anybody  in 
America  could  guarantee  the  quality  of  the  cotton  so  that  if  a  man 
wanted  28  millimeters  in  length  thev  could  assure  him  that  he  could 
get  100  bales  of  cotton  exactly  of  that  len^h  of  staple  and  the 
tensile  strength  required,  they  preferred  to  deal  directly  with  the 
farmer. 

Mr.  Haugen.  You  know  on  that  proposition  you  must  have  your 
grades  based  upon  what  my  friend  over  nere  calls  the  spinable  value. 

Mr.  Watson.  Yes. 

Mr.  Haugen.  As  I  understand  it,  the  present  grades  are  based  on 
color  and  length  of  staple,  but  do  not  take  into  consideration  the 
q)inable  value  or  textile  strength  or  anything  like  that. 

Mr.  Watson.  The  very  fact  that  it  never  has  done  that,  the  very 
jfect  that  the  mills  wanted  cotton  graded  on  the  spinable  value,  is 
what  brought  about  the  organization  of  the  Bremen  Cotton  Ex- 
change and  the  establishment  of  their  sorting  warehouse.  They 
could  get  an  honest  cotton  and  know  what  they  were  buying.  The 
fact  that  theretofore  they  could  not  get  it  led  to  the  establishment  of 
the  Bremen  Cotton  Exchange  and  the  Bremen  sorting  warehouse, 
where  that  cotton  is  put  through  tests  day  after  day  as  to  tensile 
strength,  length  of  staple,  and  every  other  requirement  necessary  in 
making  up  the  spinable  qualities. 

I  am  frank  to  tell  you  the  European  mill  pays  mighty  little  atten- 
.tion  to  the  color.  I  have  with  my  own  eyes  seen  cotton  buyers  down 
in  South  Carolina,  who  did  not  know  any  more  about  cotton  than  a 
bellboy  at  the  hotel  here  in  Washington,  who  would  knock  off  two 
or  three  grades  because,  perchance,  some  man  had  spit  some  tobacco 
iuice  on  the  side  of  the  bale  when  it  was  on  the  way  to  market.  I 
have  had  some  men  tell  me,  in  buying  long-staple  cotton,  that  unless 
they  could  see  a  margin  of  4  cents  and  sometimes  5  cents  a  pound  on 
the  transaction  for  themselves  they  did  not  care  to  handle  it. 

Now,  gentlemen,  if,  therefore,  we  are  going  to  reestablish  the 
quality  that  goes  into  the  markets  of  the  world  and  make  it  a  stand- 
ard grade,  we  have  got  to  come  to  a  standardization,  come  to  an 
intelligent  standardization  that  will  be  uniform  throughout  the 
United  States.  Some  one  might  raise  the  point,  which  is  verv  likely, 
Itfiat  the  Texas  cotton,  or  the  North  Carolina  cotton,  or  the  Alabama 
QOtton,  or  the  Oklahoma  cotton  is  different  in  certain  characteristics. 
That  is  absolutely  true,  gentlemen,  but  it  is  an  easy  matter  to  take 
your  standard  grades  and  apply  them  to  each  State  and  mark  your 
bale  "North  Carolina,"  "South  Carolina,"  "Georgia,"  "Texas," 
"  Oklahoma,"  or  whatever  it  may  be,  and  the  people  on  the  other  side 
will  take  care  of  that  part  of  it.    It  will  make  no  difference  there. 

Now,  that  is  the  situation  over  there.  We  have  got  to  start  back 
to  where  Mr.  Lever  is  moving  with  this  bill  right  now. 

Another  thing:  If  you  let  the  New  York  Cotton  Exchange  and 
the  New  Orleans  Cotton  Exchange  reopen  ri^ht  now,  and  the  Smith- 
Lever  futures  bill  not  be  in  effect,  and  these  standards  not  be  in 
effect,  you  will  have  an  upheaval  in  the  cotton  markets,  gentlemen^ 
that  will  drive  the  cotton,  in  spite  of  anything  you  can  do  by  ma- 
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nipulation,  down  to  possibly  4  cents  or  5  cents;  and  when  you  once 
get  it  there  it  is  going  to  be  the  very  mischief  to  get  it  back.  One  sug- 
gestion that  I  would  make  is  that  when  you  pass  this  bill  (as  early 
as  you  can)  you  fix  it  so  that  it  will  become  effective  immediately 
upon  its  passage,  with  a  proviso  that  any  contracts  existing  on  the 
day  of  the  closmg  of  the  exchanges  woula  not  be  affected  by  it. 

Now,  we  are  up  here  to-morrow  to  try  to  do  what  we  can  to  look 
after  the  formulation  of  the  next  logical  step.  If  we  are  going  to 
make  cotton  a  basis  of  security,  a  basis  of  credit,  convert  the  com- 
modity into  security,  since  the  cotton  itself  can  not  be  put  in  bank, 
we  have  got  to  put  it  there  on  some  kind  of  paper  that  will  be  nego- 
tiable. There  is  nothing  in  the  currency  laws  now  that  will  enable 
that  very  thing  to  be  done,  so  far  as  I  know.  Therefore  we  have  got 
to  store  cotton  in  a  safe  place,  with  ample  fire  protection,  with  ample 
and  proper  insurance,  and  in  warehouses  that  will  be  standard  and 
under  control. 

Now,  we  expect  to-morrow  to  launch  a  movement  at  the  meeting  of 
the  Southern  Cotton  Congress,  while  this  thing  is  pinching  us,  to  try 
to  undertake  the  building  throughout  the  South  almost  immediately 
of  sufficient  warehouses  to  take  care  of  any  future  situation  that 
might  arise.  We  can  not  build  warehouses,  however,  quickly  enough 
to  take  care  of  this  situation  right  now.  We  are  making  a  census 
now  of  all  of  the  warehousing  space  in  the  South,  and  all  we  can 
hope  to  do  is  to  take  what  existmg  warehouses  we  have  and  start 
with  them  and  organize  them,  and  get  the  textile  plants  to  turn  over 
to  these  warehouse  companies  already  organized  their  warehouse 
room,  to  use  that,  and.  if  we  have  to,  use  temporary  warehouses,  pay 
the  extra  insurance  tnat  will  be  required,  and  rush  those  up  in  a 
hurry.  The  fact  remains,  therefore,  that  this  3^ear  we  have  to  take 
care  of  8,000,000  bales,  and  we  can  not  build  warehouses  fast 
enough.  I  understood  Mr.  Lever  to  say  that  he  is  introducing  a 
national  warehouse  measure,  which  will  be  a  far  better  plan  than  any 
independent  or  State  undertaking  that  can  possibly  be  done.  If  you 
do  no  more,  gentlemen,  than  to  throw  the  cloak  of  the  Federal  Gov- 
ernment around  those  warehouses  so  as  to  give  them  standing  in  the 
markets  of  the  world,  you  will  have  done  a  world  of  good  to  the 
southern  farmers. 

Mr.  Anderson.  Has  anything  ever  been  done  toward  establishing 
a  uniform  receipt  in  the  South — ^uniform  warehouse  receipt? 

Mr.  Watson.  No.  The  best  receipt  I  have  seen,  sir,  is  the  receipt 
which  I  will  show  you  here.  This  comes  nearer  to  being  an  ideal 
warehouse  receipt,  with  insurance  certificate  attached,  than  anything 
I  have  ever  foimd,  and  that  receipt  has  been  taken  in  New  York  and 
in  Boston  and  elsewhere  by  bankers  without  any  question  whatever. 

Mr.  Anderson.  Do  you  not  think  that  some  legislation  would  need 
to  be  adopted  requiring  some  uniform  receipt  if  you  are  going  to  get 
anywhere  on  this  proposition? 

Mr.  Watson.  Oh,  absolutely.  There  should  be  Federal  control, 
and  the  receipt  should  be  absolutely  uniform.  The  receipt  which 
I  have  shew^n  you  is  a  workable  proposition,  and  is  as  good  as  any 
I  have  seen  anyw^here. 

Now,  gentlemen,  we  have  the  warehouse  proposition  in  hand,  and 
that  looks  partially  into  the  future.  We  have  got  the  next  logical  step. 
The  main  thing  now,  however,  is  what  are  we  going  to  do  right 
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now?  I  think  I  have  tried  to  show  you  here  that  we  can  not  care 
for  the  situation,  and  that  we  are  not  begging  for  ourselves  alone, 
but  we  are  begging  on  behalf  of  the  whole  Nation.  We  are  not  ask- 
ing you  for  cotton  valuation.  I  do  not  want  the  United  States  Gov- 
ernment to  undertake  to  fix  any  amount,  so  much  per  bale,  to  be 
given.  I  do  not  want  to  see  you  violate  the  United  States  law  one 
iota.  I  want  to  see  you  send  sufficient  money,  in  a  legal  way,  down 
into  the  South,  to  take  care  of  the  situation  until  conditions  readjust 
themselves,  and  then  withdraw  that,  and  do  it  as  quickly  as  you  can. 
The  banks  in  the  South  are  not  in  the  shape  that  the  oanks  in  the  North 
are.  We  are,  under  both  currency  acts,  as  they  stand  right  now,  not 
in  a  position  to  avail  ourselves  of  the  funds  that  are  available  through 
the  Secretary  of  the  Treasury,  under  the  Vreeland-Aldrich  Act.  We 
are  not  in  a  position  to  get  that.  A  great  many  of  our  banks  are  not 
even  in  position  right  at  this  moment  to  come  in  under  the  regional 
bank  provision.  Now,  that  simply  means  that  something  must  be 
done  there  for  the  time  being  to  get  that  in  hand. 

The  general  proposition  that  I  was  authorized  by  some  of  these 
gentlemen  to  present  to  you,  inasmuch  as  you  are  discussing  what 
ought  to  be  done,  I  was  asked  by  some  of  the  gentlemen  that  we  have 
been  in  conference  with  to-day  to  state  to  you  in  this  way : 

The  Federal  Reserve  Board  should  organize  at  once  and,  as  soon 
as  organized,  announce  that  the  regional  banks  located  at  Richmond, 
Atlanta,  Dallas,  and  St.  Louis  will  be  required  to  discount  for  mem- 
ber banks  paper  secured  bv  cotton  properly  warehoused  and  insured, 
and  that  such  paper  shall  be  subject  to  renewal  from  time  to  time 
until  the  European  demand  for  cotton  is  revived ;  that  the  Secretary 
of  the  Treasury  can  deposit  some  form  of  bank  note  with  the  regional 
banks  and  take  as  security  for  said  deposits  this  paper  secured  by 
cotton. 

If  some  such  plan  is  adopted  at  once  by  the  Government  it  is  ex- 
ceedingly probable  that  it  will,  to  a  great  extent,  counteract  the  effect 
of  suspended  exports  which  are  now  confronting  us,  and  when  the 
world^  markets  are  reopened  for  cotton  the  cotton  thus  financed  can 
be  sold  at  remunerative  prices  and  the  paper  secured  by  it  retired. 

Now,  gentlemen,  that  would  call  for  certain  action  by  Congress. 

Mr.  Anderson.  This  committee  would  have  no  jurisdiction  to  re- 
port a  bill  amending  the  Federal  reserve  act. 

Mr.  Watson.  I  understand  that,  and  I  only  mention  this  because 
you  gentlemen  have  been  asking  the  question  to-day  as  to  what  could 
be  done,  and  I  thought  I  would  give  you  that  general  idea  of  what 
most  of  us  think  is  the  only  thing  that  can  be  done.  We  do  not  want 
to  ask  the  Federal  Government  to  just  put  out  so  much  money  to 
^e  loaned  in  an  irresponsible  way  to  anybody  that  may  come  for  it. 
We  do  not  want  that. 

Now,  gentlemen,  if  that  can  be  done,  you  can  get  your  measm^ 
adopted  that  will  begin  to  restore  confidence  in  the  cotton  markets 
of  the  world,  T  believe  the  war  will  have  been  a  good  thing  for  us 
American  people.  I  hear  it  said  that  conditions  are  going  to  pass 
away  entirely;  that  exports  are  going  to  be  reopened.  There  seems 
to  be  no  doubt  that  if  England  is  able  to  do  it  sne  is  going  to  try  to 
remain  the  mistress  of  the  seas.  If  she  is,  everybody  Imows  that 
England  is  going  to  try  to  keep  the  sea  open,  and  that  she  is  going 
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to  try  to  move  American  cotton,  if  she  has  got  to  do  it  with  war- 
diips  to  guard  it,  to  keep  her  spinning  mills  running. 

oo  far  as  Germany  is  concerned,  she  is  closed  absolutely,  and  the 
Austrian  mills  have  closed,  and  the  Belgian  mills  have  closed,  and 
the  Bohemian  mills  have  closed,  and  the  French  mills  will  very 
likely  be  closed  and  remain  closed  indefinitely. 

Mr.  Andebson.  Have  you  any  statistics  showing  the  approximate 
amount  of  cotton  that  was  taken  by  each  one  of  those  countries? 

Mr.  Watson.  They  were  given  by  my  friend  yesterday.  The  bulk 
of  it  goes  to  England.  Japan  may  take  a  little  more  this  year.  On 
the  other  hand,  a  great  many  people  say  now  is  the  golden  oppor- 
tunity for  the  textfle  industry  of  this  country.  We  must  not  forget 
the  textile  industry.  The  textile  industry  is  in  just  as  tad  a  fix  in 
New  England  as  tne  cotton  industry  in  the  Carolinas.  So  it  is  the 
golden  opportunity  for  us  to  go  in  and  de-Germanize  the  markets 
of  South  America.  We  can  not  do  it  under  present  conditions,  in 
the  first  place  because  these  textile  plants  can  not  get  the  labor,  and 
in  every  single  State  there  is  a  60-hour-per-week  law  that  is  in  force, 
and  if  they  work  their  laborers  any  longer  than  that  they  will  have 
the  State  law  down  on  them.  So  they  can  not  meet  the  normal 
European  competition. 

Another  phase  of  it  is  the  jute  situation.  That  market  is  being 
closed  in  New  York.  A  few  days  ago  the  price  went  out  of  sight. 
An  opportunity  is  there  for  our  textiles  to  increase  the  American 
consumption  somewhat  hj  creating  a  demand  for  coarse  goods  manu- 
factured out  of  cotton  for  ordinary  bagging,  etc.,  and  some  orders 
were  placed  in  New  York  a  few  days  ago  for  that  purpose. 

As  to  our  getting  into  the  markets  of  the  South  now,  until 
the  United  States  can  work  out  some  practical  way  of  getting  bot- 
toms to  haul  the  material  and  get  it  into  the  markets  of  South 
America,  you  could  not  get  there  anyhow,  and  if  you  did,  according 
to  advice  I  had  from  S'ew  York  last  night,  it  would  necessitate 
Federal  marine  insurance  in  order  to  do  that.  Another  phase  of  it : 
We  have  some  mills  in  South  Carolina  that  have  been  operating  on 
Bolivian  contracts.  We  have  been  fulfilling  contracts  there  very 
satisfactorially  for  about  a  year — good  contracts.  On  Saturday 
last  a  telegram  came  from  there  canceling  those  contracts  on  the 

g'ound  that  they  were  not  able  to  meet  their  obligations;  that 
olivia,  with  her  copper,  etc..  was  dependent  upon  the  markets  of 
Germany ;  that  the  markets  oi  Germany  were  closed,  and  Bolivia  is 
out  of  business.  How  far  that  extends,  and  what  else  is  going  on  I 
do  not  know.    All  these  are  just  little  insights  into  the  situation. 

Another  phase  of  the  thing  that  requires  help  through  the  banks — 
and  it  can  only  be  given  help  through  the  oanks — is  the  cotton- 
seed situation.  I  have  heard  nobody  here  as  yet  mention  cotton- 
seed. As  a  matter  of  fact,  cottonseed  is  one  of  the  most  valuable  of 
all  of  our  products  of  cotton.  It  is  the  only  thing  about  cotton  that 
you  can  not  store  and  you  can  not  keep,  and  if  you  go  ahead  and  gin 
the  cotton  and  try  to  pile  the  cottonseed  it  is  going  to  heat  and  bum 
up  or  rot,  one  or  the  other,  because  of  congestion  of  transportation. 
Tnat  industry  is  dependent  almost  entirely  upon  Denmark,  Norway, 
and  Sweden.  Everybody  knows  that  the  North  Sea  is  closed  and 
full  of  floating  mines.    We  are  going  to  try  to  help  that  situation 


930  UNIFORM  STANDARDS  FOB  COTTON. 

4 

as  far  as  we  can  by  getting  every  man  who  possibly  can  in  the  South, 
who  can  hold  his  cotton  seed  at  all  to  hold  it  in  the  cotton  and  not  gin 
it.  In  other  words,  we  are  going  to  try,  if  we  can,  to  take  care  of 
3,000,000  bales  that  way— take  care  of  the  seed  in  the  cotton,  so  that 
the  seed  will  come  out  uninjured,  and  upon  the  resumption  of  normal 
conditions  can  go  into  the  market. 

Mr.  Helgesen.  Could  that  not  be  held  as  oil  ? 

Mr.  Watson.  I  doubt  it  very  much.  They  have  not  the  tankage- 
storage  capacity.  Most  of  these  mills  are  small  and  have  just  enough 
tankage  capacity  to  store  between  shippings.  I  know  of  no  place 
where  we  could  get  tankage  now  to  hold  the  oil.  At  first  they 
thought,  Denmark  and  Sweden  not  being  in  the  war,  that  they  would 
be  able  to  dispose  of  the  cottonseed,  but  England  notified  the  world 
yesterday  not  to  allow  any  ship  to  approach  the  North  Sea  because 
it  was  full  of  floating  mines. 

There  is  the  situation  as  we  see  it,  and  I  only  gave  it  to  you  gen- 
tlemen because  you  have  manifested  so  much  mterest  in  the  cotton 
situation  here,  and  I  want  vou  to  see  and  understand  that  we  are 
not  up  here  in  the  nature  of  beggars,  nor  have  we  come  here  to  try 
to  bulldoze  anybody  or  anything  like  that.  All  of  these  gentlemen 
who  are  coming  here  from  the  Southern  Cotton  Congress  are  men 
who  have  come  more  from  an  altruistic  spirit  than  anything  else. 
They  are  coming  here  for  the  good  of  the  South  first,  necessarily, 
and  for  the  good  of  the  Nation  second.  We  hope  to  have  you  all  m 
the  Congress  with  us  and  hear  the  cry  that  comes  directly  from  the 
cotton  belt. 

I  have  two  telegrams  here  addressed  to  Mr.  John  M.  Parker,  of 
New  Orleans,  who  was  called  home,  and  he  asked  me  to  read  them  to 
this  committee  to-day. 

This  is  addressed  to  Mr.  Parker  : 

Urge  you  to  use  every  effort  to  enforce  saspenslon  future  business,  also  pas^ 
sage  Smith-Lever  bill.  Tbink  this  the  only  safety  for  the  protection  of  cotton 
market,  also  in  keeping  out  all  manipulative  tendencies  by  operators. 

That  is  sigjied  by  H.  C.  Ludlow,  who,  I  understand,  is  one  of  the 
largest  individual  planters  in  the  South. 
The  other  one  is  also  addressed  to  Mr.  Parker,  and  says: 

We  urge  you  to  bring  nil  possible  influence  to  bear  for  passage  of  Smith 
Lever  bill  before  exchange  reopen  to  go  into  immediate  effect.  As  cotton 
planters  we  consider  the  pnasage  of  this  bill  of  prior  importance  to  all  other 
mensiires.  Financial  aid  will  avail  little  if  New  York  is  permitted  to  manipu- 
late the  market  as  in  the  past. 

That  is  signed  by  Richardson  &  My  land  Planting  Co.  (Ltd.),  New 
Orleans. 

Now,  gentlemen,  I  have  probablj^  taken  a  little  too  much  of  your 
time.  I  will  say  that  we  have  been  in  fairly  close  touch  with  the  new 
regional  bank  reserve  board.  We  find  that  they  are  very  sym- 
pathetic and  are  anxious  to  take  care  of  not  only  cotton  but  wheat 
and  any  other  American  staple  in  so  far  as  power  is  given  them  by 
Congress  to  do  it. 

IVir.  Haugen.  Have  you  any  information  as  to  what  the  banks 
propose  to  do;  how  they  propose  to  handle  any  money  they  ad- 
vance on  cotton? 

Mr.  Watson.  You  mean  the  regional  banks? 
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Mr.  Haugen.  Yes. 

Mr.  Watson.  No,  sir ;  we  have  not  at  the  present  time.  They  only 
completed  their  organization  to-day. 

Mr.  Haugen,  Will  they  loan  money  on  certificates  or  receipts? 

Mr.  Watson.  I  do  not ,  think  they  can  unless  there  is  an  amend- 
ment put  through  Congress  allowing  that,  with  a  provision  making 
the  matter  one  of  judgment  for  the  members  of  the  regional  boarcL 
T  think  some  provision  like  that  will  have  to  be  put  through  in  order 
to  accomplish  it. 

Mr.  Haugen.  I  believe  some  one  stated  yesterday  that  they  pro- 
posed to  loan  at  an  interest  of  5  or  6  per  cent. 

Mr.  Watson.  I  heard  that  statement,  sir,  but  what  it  was  based 
on  I  have  no  idea.  The  regional  bank  board,  to  my  knowledge, 
has  made  no  such  statement  whatever;  and  the  truth  of  the  matter 
is  I  do  not  think  the  regional  bank  board  is  in  position  at  this  tim« 
to  say  what  they  will  do. 

The  Chairman.  The  fact  is,  however,  they  have  that  matter  under 
consideration. 

Mr.  Watson.  They  have  it  under  thorough  consideration  now, 
and  I  think  it  could  be  said,  so  far  as  the  regional  bank  board  iu 
concerned,  it  has  announced  its  disposition  to  do  everything  in  its 
power  to  take  care  of  the  market  situation. 

Mr.  Haugen.  You  said  in  opening,  that  cotton  was  the  only  prod- 
uct of  the  soil  that  could  be  kept  an  indefinite  time  withctut  material 
deterioration.  I  read  in  a  journal  not  long  ago  that  they  had  re- 
covered some  wheat  that  had  been  buried  in  Egypt  for  thousands 
of  years,  and  still  retained  its  germinating  qualities. 

Mr.  Watson.  WTieat,  properly  cared  for,  m  my  opinion,  is  a  mighty 
good  proposition  to  loan  money  on,  providea  the  loans  on  it  are 
short-term  loans  that  can  be  used  to  take  care  of  deterioration.  That 
is  true  of  anything  that  would  naturally  deteriorate.  I  very  fre^ 
quently  sieze  and  destroy  com  in  South  Carolina  that  comes  from 
your  State  of  Iowa.  It  comes  out  of  Iowa  as  No.  2  corn,  and  I  know 
it  was  No.  2  when  it  came  out  of  Iowa,  but  the  deterioration  had 
begun  before  it  left  Iowa,  because  of  excessive  moisture,  and  by  the 
time  it  is  hauled  in  hot  cars  down  to  my  State  it  gets  there  low  No.  4 
and  we  have  got  to  destroy  it  to  keep  it  from  injuring  animals. 

Mr.  Helgesen.  We  had  some  experts  here  at  one  of  our  hearingS2 
and  one  of  these  men  had  samples  of  com  with  him,  and  some  or 
those  samples  seemed  to  be  burned  up,  they  were  so  black.  I  asked 
him  if  it  had  any  value.  He  said  based  on  a  price  of  70  cents  for 
No.  2  com  in  Europe  they  could  get  48  cents  for  that  com  that  was 
absolutely  black,  for  making  liquor. 

Mr.  Watson.  If  you  want  my  opinion  about  that,  I  would  say  that 
the  man  who  persists  in  drinKing  that  and  sticks  to  it  for  long  is 
sure  to  die  from  the  effects  of  it.  The  truth  of  the  matter  is  that  any 
com  that  eroes  bad  that  way  e:oes  bad  and  forms  what  is  known  aa 


that  goes  bad  that  way  g 
—  acid,  which  is  one  of  th 


e  most  deadly  poisons  known.  I  can 
take  a  pint  of  it  and  bring  it  before  this  committee  and  distil  it  and 
send  you  out  to  get  some  rats  and  it  will  kill  them  in  a  minute. 
.  Mr.  Helgesen.  All  we  had  was  his  statement  for  it.  He  said 
thej  sold  that  com;  they  never  destroyed  it,  but  sold  it  in  Europe 
to-day  at  about  two-thirds  the  price  of  No.  2  corn. 
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Mr.  Watoon.  We  consume  thousands  of  tons  of  corn  in  this 
country  that  your  State  of  Iowa  puts  out  that  the  Government  ought 
not  to  permit  to  be  eaten. 

Mr.  Chairman,  if  the  committee  would  indulge  us  just  one  moment, 
Mr.  HoUingsworth,  of  Georgia,  would  like  to  make  just  a  little  state- 
ment in  regard  to  the  relationsnip  of  the  fertilizer  mixing  companies 
to  the  cotton  situation. 

In  that  connection,  if  you  will  allow  me,  I  will  say  that  in  the 
last  few  days  it  has  been  developed  that  a  new  process  has  been  dis- 
covered for  the  conversion  of  the  hulls  of  the  cotton  boll  into  potash. 
Germany  will  not  let  us  have  potash  this  year,  and  we  are  on  the 
trail  of  some  potash  despite  the  war. 

The  Chairman.  We  have  enough  potash  out  on  the  Pacific  coast 
to  last  2,000,000  years. 

STATEMENT  OF  MB.  W.  B.  HOLUKOSWOBTH,  FATETTEVILLE,  QA. 

Mr.  HoLLiNGSwoRTH.  Mr.  Chairman  and  gentlemen,  I  am  merely 
an  humble  citizen  of  the  State  of  Georgia,  being  president  of  the 
Creorgia  Mixers'  Association,  an  association  comprising  about  60  or 
75  of  the  smaller  mixing  plants — ^plants  which  mix  fertilizer  and 
which  try  to  make  the  cotton  grow. 

I  left  the  fields  of  Georgia  on  yesterday  morning.  I  live  in  a  small 
town.  I  arti  not  a  speaker,  particularly,  but  I  do  wish  to  impress 
upon  you  the  fact  that  the  crisis  is  almost  at  hand.  I  visited  some 
bankers  in  Atlanta  on  yesterday  and  the  day  before  and  the  two 
banks  of  my  home  town,  which  are  small  institutions,  and  they  say 
unless  Congress  comes  now  to  the  aid  of  the  cotton  man,  who  is  about 
to  harvest  his  cotton,  and  not  wait  some  60  days,  but  put  it  in  some 
form  that  he  can  be  assured  now.  in  the  verjr  next  few  days,  that  in 
all  probability  our  country  will  be  panic-stricken.  I  understand  in 
mv  own  State,  as  I  have  oeen  informed  this  morning,  that  planters 
who  even  wanted  $10  from  a  small  bank  had  been  refused.  That  is 
p.  deplorable  condition.    We  can  not  stand  for  it. 

Mr.  Haugbn.  Banks  are  suspending  payment  all  over  the  country. 

Mr.  Anderson.  They  are  not  makmg  money  payments  anywhere. 

Mr.  HoLLiNGSWORTH.  You  understand,  gentlemen,  that  these  are 
real  necessities  at  this  time.  People  have  these  little  debts  that  they 
are  almost  compelled  to  meet. 

Mr.  Haugen.  The  situation  is  just  the  same  all  through  the  country. 
It  is  not  confined  to  Georgia  or  to  any  particular  point. 

Mr.  H0UL.1NGSWORTH.  It  seems  to  me  if  Congress  would  come  to 
the  aid  of  the  poeple  at  this  time  with  this  emergency  fund  and 
could  arrange  some  way  whereby  they  could  place  it  at  2  per  cent,  for 
instance,  and  send  it  out  to  these  banks — wnich,  of  course,  must  be 
responsible — in  such  a  way  that  it  will  reach  the  farmer  at  no  great 
amount  of  interest,  that  he  is  the  man  that  is  going  to  be  affected, 
and  he  is  the  man  that  is  to  be  helped.  It  must  nci  be  centralized, 
gentlemen,  at  any  one  particular  section.  If  you  confine  it  to  your 
regional  bank  reserves,  I  imderstand  my  State  has  something  like 
46,  and  it  will  not  reach  the  people  that  fund  is  intended  to  help. 
It  might  be  dished  out  to  a  few  friends  in  a  few  locations,  but  it  must 
reach  the  men  the  fund  is  intended  to  help.  The  bankers  in  the 
larger  towns  are  going  to  expect  aid  and  the  bankers  in  the  smaller 
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towns  are  going  to  expect  aid,  and  they  will  have  to  have  it  in 
order  that  tney  may  help  the  farmer.  If  you  can  place  the  valua- 
tion of  that  cotton  at  a  certain  price  per  pound— ^I  understand  that 
the  Grovernment  has  a  type  under  which  there  are  several  grades — 
if  they  can  certify  that  as  to  some  one  of  these  grades  they  will 
advance  on  this  cotton  8  or  10  cents  a  pound,  as  has  been  suggested 
by  the  gentleman  from  Texas,  I  believe,  and  carry  that  cotton,  or 
that  part  that  must  be  stored,  for  not  less  than  six  months,  it  will 
help  the  farmer.  I  know  the  Government  endeavors  to  make  its 
loans  from  60  to  90  days.  But  the  bankers  in  our  country,  and  the 
larger  bankers,  gentlemen,  want  a  longer  time  than  that  in  order  to 
take  care  of  this  situation. 

Now.  about  bonding  the  warehouses.  I  differ  somewhat  from  the 
gentleman  from  South  Carolina  on  the  question  of  taking  care  of 
this  cotton.  Some  of  it  is  going  to  be  moved.  I  think  we  can  take 
care  of  this  cotton  and  store  it,  even  if  it  be  baled.  I  am  speaking 
now  about  the  surplus.  Bond  these  warehouses  and  carry  these 
receipts  direct  to  the  bank  and  let  the  bank,  if  possible,  loan  the 
farmer  8  cents  a  pound  on  that  cotton — and  limit  the  rate  of  interest. 
If  the  bigger  banks  get  it  at  2  per  cent  they  ought  to  be  able  to  handle 
it  for  1  per  cent  for  their  local  distribution.  The  other  banks,  in  all 
probability,  will  have  to  insure  and  store  that  cotton,  and  it  ought 
not  to  pay  such  a  large  per  cent  of  interest.  When  it  is  done  that 
way  it  seems  to  me  it  will  reach  the  man  it  is  intended  to  reach. 

Gentlemen,  it  is  not  a  question  now  of  a  merchant  marine,  but  it 
is  the  question  of  protecting  the  man  who  is  going  to  raise  this  cotton. 
It  is  not  a  question  of  disposition  in  the  future.  We  need  this  help 
now  for  our  financial  institutions — and  I  want  to  say  now  that  I 
have  not  a  dollar  of  bank  stock — ^but  unless  the  people  get  this  as- 
sistance now  it  is  going  to  be  one  of  the  greatest  calamities  that  ever 
befell  this  country. 

On  the  question  of  cotton  seed,  we  can  make  that  into  fertilizer  for 
use  on  our  farms.  They  are  more  valuable  to  crush  into  oil  and  ex- 
port, and  to  manufacture  into  meal  and  use  for  feed,  but  we  have  use 
for  it  in  our  fertilizer  plants.  But  you  can  not  do  that  with  the 
cotton.  You  can  not  put  it  back  on  the  ground,  but  the  seed  you  can. 
There  is  where  we  need  the  help.  Therefore,  as  I  stated  before,  if 
we  can  have  a  reasonable  amount  of  financial  aid  now — to-day — at 
a  very  low  rate  of  interest,  from  the  Government  to  the  larger  insti- 
titions,  so  that  that  money  is  not  centralized  in  one  location,  but 
distributed  all  over  the  South,  and  not  have  a  price  of  6  cents  in 
Texas  and  8  cents  in  Georgia,  or  8  cents  in  Texas  and  6  cents  in 
Georgia,  but  place  a  standard  whereby  the  valuation  may  be  uniform 
in  all  sections,  I  think  we  can  work  out  a  system  that  will  be  a  pro- 
tection to  us  all  and  a  great  protection  to  our  country. 

I  thank  you  for  the  opportunity  of  making  this  talk. 

The  Chairman.  We  are  very  much  obliged  to  you,  sir. 

STATEMENT  OF  HE.  £.  W.  DABBS. 

Mr.  Dabbs.  Gentlemen,  this  condition  confronts  us  in  the  South: 
Usually  when  the  crop  is  ready  for  harvest  our  farmers  have  used 
their  resources ;  they  have  used  up  all  the  money  they  have  borrowed 
from  the  banks,  ani  used  up  all  the  credit  they  have,  and  when  they 
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begin  to  pick  cotton  it  is  necessary  to  sell  immediately  some  of  that 
cotton  to  pay  for  the  picking  of  the  rest  of  it.  It  costs  about  $7.50  a 
bale  to  pick  It,  $1.50  to  gin  it,  and  $1  to  $1.50  a  bale  for  bagging  and 
tying.  That  is  $10  a  bale  they  have  to  have  in  cash  immediately 
upon  putting  the  cotton  on  the  market.  If  there  is  nothing  done  to 
enable  the  bank  to  advance  this  money  on  that  cotton  when  we  have 
gathered  it  we  will  have  to  practically  give  it  away  to  get  money 
to  pick  the  balance  of  the  crop,  and  there  will  be  no  money  with 
which  to  pay  debts.  A  good  part  of  the  crop  is  made  by  people  who 
hire  the  picking  done — quite  a  large  part  of  it. 

I  just  want  to  bring  that  matter  to  the  attention  of  the  com- 
mittee. I  want  to  say  I  hope  I  will  have  an  opportunity  to  present 
that  matter  to  the  Secretary  of  the  Treasury,  and  maybe  to  the 
Finance  Committees  of  the  Senate  and  House,  because  it  properly 
should  go  before  those  committees,  that  we  are  in  immediate  need  of 
these  loans  for  that  reason  alone. 

STATEICENT  OF  DB.  H.  £.  STOCEBBIDOE,  OF  ATLANTA,  OA. 

Mr.  Stockbridge.  Gentlemen,  I  know  you  have  heard  about  all  yon 
feel  disposed  to  listen  to  on  the  subject  of  cotton  this  afternoon,  and 
I  will  endeavor  to  be  very  brief,  and  I  will  endeavor,  further,  to 
come  directly  to  points  raised  by  members  of  the  committee  in  Ques- 
tions that  have  oeen  asked,  and  will  try  to  briefly  answer  those 
questions,  so  far  as  I  am  able  to  do  so. 

The  first  point  I  want  to  make  is  this:  Cotton  stands  in  a  class 
by  itself.  The  question  has  been  asked  whether  if  Congress  under- 
takes to  meet  this  emergency  in  connection  with  cotton  it  would  not 
be  equally  justified  in  taking  similar  or  corresponding  action  with 
relation  to  other  agricultural  products.  I  shall  not  attempt  to  an- 
swer that  question,  but  I  simply  want  to  say  that  cotton  stands  in  a 
class  by  itself,  for  three  great  economic  reasons.  In  the  first  place^ 
cotton  is  less  subject  to  deterioration  in  the  course  of  time  than  any 
other  crop,  and  therefore  stands  by  itself.  Second,  cotton  is  the 
great  agricultural  commodity  on  which  the  American  people  depend 
for  maintaining  their  balance  of  trade.  We  have  practically  ceased 
to  be  a  nation  of  wheat  exporters.  We  have  not  ceased  and  probably 
never  shall  cease  to  be  a  nation  of  cotton  exporters.  It  is  the  product 
of  the  southern  cotton  farms  on  which  the  American  people  as  a 
whole  depend  for  the  supply  of  gold  upon  which  the  protection  of 
their  commerce  depends. 

The  third  point,  which  has  not  been  brought  out  at  all,  is  this, 
that  the  man  who  produces  the  cotton  is  situated  differently  from 
the  man  who  produces  any  other  great  agricultural  staple.  In  my 
State  of  Greorgia  65  per  cent  of  the  cotton  is  grown  by  negroes,  essen- 
tially tenant  farmers  and  poor  men.  Probably  nearly  60  per  cent  of 
the  entire  cotton  crop  of  the  country  is  produced  by  men  who  are 
negroes  or  whose  agricultural  methods,  whose  credit,  and  whose 
capital  place  them  in  the  negro  class.  In  that  respect  they  differ 
from  the  producers  of  wheat  or  from  the  producers  of  any  other 
great  agricultural  staple.  They  have  no  credit  and  they  have  no 
capital,  and  when  an  emergency  arises,  when  a  condition  of  war  con- 
fronts them  they  are  absolutely  unable  to  take  care  of  themselves. 
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Therefore  there  are  three  reasons  which  place  cotton  in  a  class  by 
itself. 

Now,  then,  it  has  been  suggested  by  members  of  the  committee  that 
we  people  from  the  South  interested  in  the  production  of  cotton 
would  do  well  to  crystallize  our  ideas  and  come  oef ore  the  conmiittee 
with  specific  recommendations. 

So  far  as  Georgia  is  concerned  we  are  prepared  to  do  that.  We 
have  not  come  here  of  a  sudden  with  no  developed  or  crystallized 
ideas  to  propose.  In  Georgia  we  were  considering  this  proposition 
and  endeavoring  to  formulate  a  definite  and  specific  plan  of  action* 
Last  week,  Friday,  on  the  last  dav  of  July,  I  was  in  communication 
by  long-distance  telephone  and  oy  wire  with  the  Georgia  Repre- 
sentatives and  Senators  in  Congress  urging  upon  them  specific,  defi- 
nite, detailed  action  to  meet  an  emergency  now  confronting  not  only 
the  southern  cotton  grower,  but  the  United  States  as  a  whole,  and  the 
plans  that  were  proposed  by  bankers  and  producers  and  cotton  men 
m  Georgia  have  already  been  crystallized  in  the  form  of  legislation 
which  I  understand  the  different  Houses  of  Congress  now  have  be- 
fore them. 

Now,  then,  you  gentlemen  ask.  What  do  you  want?  I  will  en* 
deavor,  so  far  as  Georgia  is  concerned,  to  meet  that  question  and  tell 
you  what  we  want. 

In  the  first  place,  we  want  cotton  to  be  standardized.  Why? 
Simply  because  we  want  to  have  the  New  York  Cotton  Exchange, 
which  I  will  not  say  controls,  but  very  largely  influences,  the  price 
of  our  commodity — ^we  want  to  have  the  future  contract,  which  has 
been  the  cudgel  held  over  our  heads  and  with  which  the  cotton  pro- 
ducer of  the  South  has  been  brained — ^we  want  that  cudgel  taken  out 
of  his  hands,  and  we  waitt  cotton  to  be  standardized,  and  we  want 
the  cotton-futures  market  so  placed  under  control  that  when  this 
crop  finds  a  market  its  value  in  that  market  shall  not  be  controlled  by 
speculators  on  the  New  York  Cotton  Exchange.  That  is  the  first 
thing  we  want.  We  want  standardization  and  control  of  the  future 
cotton  market. 

The  Chairman.  On  that  proposition,  do  you  think  that  the  stand- 
ardization of  cotton  will  control  the  contract  in  the  exchanges  in  such 
a  way  as  to  take  the  cudgel  out  of  their  hands? 

Mr.  Stockbridge.  I  think  it  will  go  a  long  way.  I  do  not  think 
that  will  be  the  only  thing,  but  I  think  it  will  go  a  long  way. 

The  method  adopted  by  the  New  York  Cotton  Exchange — and  it  is 
quite  different  from  the  New  Orleans  Cotton  Exchange — ^the  method 
of  classification  and  standardization — ^it  is  not  standardization  at  all^ 
it  is  classification — ^in  vogue  in  the  New  York. Cotton  Exchange  has 
been  iutroduced  and  adhered  to  and  put  into  practice  for  the  pur- 
pose solely  of  controUinff  the  cotton  market  to  the  detriment  of  the 
cotton  producer.  I  think  we  all  understand  that.  Cotton  producers 
do,  anyway.  We  want  that  cudgel  taken  out  of  his  hands,  and  I  be- 
lieve that  the  most  effective  means  for  taking  that  cudgel  out  of  his 
hands  is  to  take  away  from  him  his  present  classification  and  give 
him  a  legal  standardization. 

The  Chairman.  I  agree  with  you  fully  on  that. 

Mr.  Stockbridge.  Now,  then,  we  are  asked,  What  next  do  we 
want?  We  want  to  have  the  act  of  Congress  provide  means  so  that 
when  the  market  is  found  our  commodity  can  be  taken  to  that  mar- 
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ket.  It  is  of  absolutely  no  avail  to  the  cotton  producer  of  the  South 
if  cotton  is  theoretically  worth  a  certain  price  and  we  have  the  cotton 
ready  for  shipment,  if  the  market  exists  in  England  and  we  have 
absolutely  no  access  to  that  market.  We  want,  gentlemen,  to  have 
you  devise  some  means  by  which  when  our  cotton  is  ready  for 
market  it  shall  have  access  to  the  market^  and  that  means  we  want 
to  have  some  means  devised — and  that  is  for  you  to  work  out — 
whereby  our  cotton  can  go  to  market  sailing  under  the  Stars  and 
Stripes,  instead  of  sailing  under  the  flags  of  other  nations. 

That  is  the  next  thing  we  want. 

Then,  what  next  do  we  want?  We  want  to  have  you,  in  your  wis- 
dom, devise  means  by  which  the  producer  of  the  cotton,  the  poor  man 
at  home,  who  has  grown  8  or  10  or  12  bales  of  cotton,  who  has  matur- 
ing obligations  which  he  must  meet  with  his  banker  and  with  his 
fertilizer  manufacturer  and  with  the  factor  and  with  his  other 
creditors  provided  with  cash  whereby  he  can  meet  those  obligations. 
In  other  words,  we  are  not  interested  in  the  financier  nor  in  the 
great  central  bank  nor  even  in  the  small  bank.  The  man  we  are 
interested  in  is  the  poor  man,  who  suffers  most  under  present  condi- 
tions, because  he  is  not  able  to  meet  his  obligations.  The  one-horse 
farmer  is  the  man  we  want  to  be  helped.    How  ? 

Now,  gentlemen,  we  have  pretty  high  ideas  along  that  line.  We 
do  not  come  here  with  our  pockets  mil  of  laws  we  want  to  have 
passed.  We  have  no  expectation  of  your  being  able  to  meet  an 
emergency  in  a  few  hours  time  by  passing  absolutely  new  legislation. 
We  believe  that  the  machinery  is  already  in  existence.  What  we  ask 
of  you  gentlemen  is  to  touch  the  button  and  set  it  in  operation. 
We  believe  that  the  new  currency  bill,  when  put  into  operation,  will 
provide  the  means  necessary  to  furnish  capital  for  the  financing  of 
this  crop.  What  we  want  to  be  provided  with  is  this:  That  when 
the  small  farmer,  producing  a  few  bales  of  cotton,  must  meet  his 
obligations,  we  want  to  have  him  to  be  able  to  go  to  his  little  local 
bank  with  $10,000,  $15,000,  or  $25,000  capital  and  get  money  on  his 
cotton  as  security.  The  details  have  already  been  discussed.  We 
want  a  warehouse  receipt — a  negotiable  warehouse  receipt ;  we  want 
insurance,  not  on  the  cotton  in  bulk,  but  on  every  individual  bale, 
so  that  the  warehouse  receipt  covers  the  individual  bale  and  the  in- 
surance on  that  bale,  so  that  the  local  producer  can  go  to  his  own 
little  bank  and  there  get  the  capital  with  which  to  meet  his  abso- 
lutely imperative  demands  or  requirements.  And  we  believe  that 
if  the  new  currency  law  is  immediately  put  into  operation — it  will 
re(juire,  we  understand,  some  amendments — all  the  machinery  is  in 
existence.  We  believe  that  if  State  banks  are  admitted  to  the  ad- 
vantages of  the  regional  bank  system  and  can  take  these  cotton-ware- 
house certificates  and  use  them  as  collateral,  they  can  get  money 
from  their  local  banks  and  the  local  banks  can  indorse. the  not^ 
given  them  with  this  cotton  as  collateral,  take  those  notes  and  turn 
them  in  to  the  central  banks,  and  then  to  the  regional  bank,  and 
then  get  a  fresh  issue  of  currency,  which  shall,  in  the  channels  of 
commerce,  find  its  way  back  into  the  bank  where  the  commercial 
paper  started  and  shall  meet  the  demands  of  commerce. 

That,  in  brief,  is  what  we  want.  I  believe  legislation  looking  to 
that  end  has  already  been  introduced,  that  you  gentlemen  have  meas- 
ures directed  to  that  end  already  under  consideration. 
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Those  are  the  things  we  urge  upon  you,  not  to  try  to  starjt  in  and 
provide  new  legislation,  but  to  attempt  to  put  legislation  already  in 
existence,  with  perhaps  some  modification,  actually  into  operation. 
That  is  what  we  want  to  meet  the  war  emergency,  and  if  there  were 
any  reason  why  these  conditions  should  not  be  met,  why,  perhaps, 
some  Member  of  Congress  should  object,  we  urge  that  this  is  a  war 
measure,  an.emergency  existing  simply  and  solely  because  of  the  war. 

Mr.  Helgesen.  You  say  it  is  a  war  measure.  Is  it  your  idea  to 
make  this  legislation  temporary,  like  the  Vreeland  law,  to  expire  at 
a  certain  date,  or  to  make  it  permanent? 

Mr.  Stockbbidge.  I  think  it  would  be  best  to  be  made  temporary. 
In  other  words,  I  think  it  should  be  in  existence  so  that  it  could  be 
fallen  back  upon,  but  its  operation,  I  should  think,  should  be  tem- 
porary. 

I  thank  you,  gentlemen. 

The  Chairman.  We  are  very  much  obliged  to  you,  indeed. 

Is  there  anything  further,  Colonel  ? 

Mr.  Watson.  I  think  that  will  be  all,  Mr.  Chairman,  and  I  want 
to  take  this  opportunity  to  thank  the  committee  on  behalf  of  all  the 
gentlemen  here  for  the  patience  with  which  you  have  listened  to  us; 
and  we  request  you  to  be  with  us  to-morrow  or  the  next  day.  when 
you  can  hear  what  our  people  from  the  cotton-producing  sections  of 
the  country  have  to  say  about  the  present  situation. 

The  Chairman.  The  committee  nas  been  very  glad,  indeed,  to  have 
the  ideas  from  you  gentlemen. 

Now,  it  is  our  understanding  you  desire  to  be  heard  again  on  Sat- 
urday morning. 

Mr.  Watson.  Not  unless  it  is  the  desire  of  the  committee.  If 
there  are  any  points  that  you  would  want  any  information  on  in  any 
way,  shape,  or  form,  from  any  one  of  these  gentlemen  who  will  be 
here  to-morrow,  I  would  be  very  glad  to  have  four  or  five  representa- 
tive men  come  in  and  confer  with  you. 

The  Chairman.  Very  well ;  we  will  keep  in  touch  with  you,  and  if 
there  is  anything  we  want  we  will  let  you  know. 

The  committee  will  adjourn. 

^Whereupon,  at  4.15  o'clock  p.  m.,  the  committee  adjourned.) 

(Hon.  K.  D.  McKellar  was  given  permission  to  print  the  following 
letters  in  the  hearings  on  this  bill  as  part  of  the  record :) 

HUMBERSTOXB  ClUB, 

Port  Colhome,  Ontario,  Auffust  8,  1914, 
Hon.  K.  D.  McKellab, 

WcLshington,  D.  0, 

Mr  Deab  Sib:  Unless  some  plan  for  the  relief  of  the  cotton  planters  of  the 
South  is  arranged  there  will  be  widespread  suffering  in  the  South.    Th£  cotton 
crop,  which  will  probably  be  about  14,000,000  bales,  and  under  normal  condi- 
tions worth  at  least  12  cents  per  pound,  will  not  during  this  European  war  bring 
more  than  6  or  8  cents,  and  it  probably  cost  11  cents  per  pound  to  produce  it. 
I  have  seen  in  some  of  the  papers  that  some  of  our  southern  Senators  would 
try  to  get  the  Government  to  furnish  a  fund  to  lend  to  the  planters  on  this  cot- 
ton, say,  at  940  to  $50  per  bale.    I  have  for  several  days  thought  over  this 
matted  and  think  the  Government  would  be  absolutely  safe  in  furnishing  this 
money  and  hold  the  cotton  as  security.    Suppose  the  Secretary  of  the  Treasury 
waB  required  to  furnish  $300,000,000  to  $500,000,000  and  this  could  be  loaned 
to  planters  on  cotton  at  $50  or  $4  per  bale.    Let  the  borrower  store  his  cotton 
in  a  bonded  warehouse  and  turn  the  receipt  therefor  into  the  bank  (acting  as 
agent  for  the  Government),  which  would  be  held  to  secure  the  payment  of  the 
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borrower's  note  six  or  eight  months  after  date  with  6  per  cent  interest  The 
bank  requiring  the  borrower  to  sign  a  written  agreement  that  in  case  the  war 
in  Europe  was  still  on  at  planting  time  next  spring  that  he  would  cut  down  his 
acreage  one-half.  At  $40  per  bale  loaned  on,  say,  8,000,000  bales  would  require 
$320,000,000.  The  spinners  in  the  United  States  would  take  probably  5,000,000 
bales,  and  some  foreign  countries  might  take  one  or  two  million  bales.  Then 
the  planters  could  hold  the  crop  for  not  less  than  12  cents,  and  the  spinners  la 
our  country  would  have  to  pay  it  and  would  gladly  do  so.  I  do  not  know  what 
are  the  best  details,  but  some  plan  might,  I  think,  be  put  in  operation  by  which 
this  amount  of  money  could  be  loaned  to  the  southern  people  on  absolute 
security  and  returned  very  soon  after  the  war  closes. 

The  planter  can  not  pay  his  debts  unless  he  can  sell  his  cotton;  the  country 
merchant  can  not  pay  his  unless  the  planter  and  laborer  pays  him ;  and,  in  turn, 
the  retailer  in  the  country  can  not  pay  the  manufacturer  or  Jobber  in  the  cities, 
and  the  manufacturer  and  jobber  can  not  pay  the  banks  and  others  they  owe. 
Hence  you  see  business  all  along  the  line  will  be  paralyzed,  and  bankruptcy  will 
be  the  fate  of  hundreds  and  thousands  of  people  in  the  South.  I  hope  you  will 
think  of  this  and  see  what  can  be  done  by  Congress. 
Very  truly,  your  friend, 

J.  M.  Geodbon. 


The  Oommebcial  Appeal, 
Memphis,  Tenn,,  August  7, 1914. 
Hon.  K.  D.  McRellab, 

Washington,  D.  C. 

My  Deab  Mb.  McKellab  :  I  should  have  answered  your  telegram  early  to-day, 
but  the  hours  have  been  rather  crowded  of  late. 

It  is  not  a  question  of  shipping  the  cotton  to  Europe.  The  thing  of  supreme 
importance  is  to  get  a  fair  price  for  the  cotton.  If  the  sea  was  wide  open  now 
I  doubt  if  cotton  in  Europe  would  fetch  as  much  as  5  or  6  cents  a  pound. 
What  we  should  do  is  to  hold  the  cotton  until  the  war  is  over  and  then  sell  it 
at  a  normal  price.    Here  is  my  plan  briefly : 

Let  the  Government  bond  warehouses  at  the  concentrating  points,  such  as 
Memphis,  New  Orleans,  Vicksburg,  Mobile,  Montgomery,  Macon,  Augusta, 
Savannah,  and  Wilmington,  N.  C.  On  the  west  of  the  river  the  concentrating 
points  could  be  Little  Rock,  Oklahoma  City,  Dallas,  Waco,  Houston,  and  Gal- 
veston. This  cotton  could  be  stored  in  warehouses,  even  in  warehouses  in  the 
vicinity  of  the  concentrating  points.  The  holder  would  get  on  the  cotton  a 
certificate  like  a  warehouse  receipt.  That  certificate  would  certify  as  to  his 
bales  and  the  class.  On  this  certificate  the  cotton  currency  could  be  issued  up 
to,  say,  12  cents  a  pound,  middling.  The  cotton  would  be  pledged,  then,  to 
retire  the  currency.  Let  the  Government  also  fix  the  arbitrary  price  of  12  cents, 
middling,  below  which  cotton  should  not  be  sold  to  domestic  consumers.  As 
soon  as  the  war  is  over,  or  when  the  world  market  is  willing  to  pay  more  than 
12  cents  for  the  cotton,  it  could  be  sold,  and  as  fast  as  it  is  sold  the  cotton 
currency  could  be  redeemed.  In  other  words,  this  is  merely  the  Government 
taking  over  all  the  cotton  as  a  trustee  and  holding  it  for  the  account  of  the 
growers. 

I  believe  the  plan  is  simple,  but  it  is  big.  Every  bale  of  cotton  can  be 
Identified.  It  is  easily  insurable.  It  does  not  perish.  Under  normal  conditions. 
If  we  had  not  had  the  war,  cotton  this  fall  would  easily  fetch  13  cents  a  pound. 
The  crop  is  short.  It  will  not  be  over  14,000,000  bales.  There  would  be  little 
chance  of  the  Government  losing  on  the  investment.  It  would  be  just  as  bad 
to  give  away  our  cotton  as  to  sell  for  5,  6,  or  7  cents  .a  pound.  People  might 
say  if  you  do  this  for  cotton  why  not  do  it  for  wheat.  Cotton  is  the  one  product 
which  every  year  brings  gold  back  into  the  country.  Cotton  is  more  easily  con- 
vertible into  gold  than  any  other  product.  Cotton  does  not  perish.  Every  bale 
of  cotton  can  be  identified.  America  more  nearly  controls  the  world's  supply 
of  cotton  than  does  any  other  country  control  the  world's  supply  of  any  other 
product  For  instance,  the  world  could  get  along  without  the  United  States 
wheat  crop.  Russia,  Argentina,  and  other  countries  could  supply  the  shortage. 
But  the  world  could  not  get  along  without  the  cotton  crop  of  the  United  States. 

Brazil  handles  her  coffee  much  in  the  same  way,  but  Brazil  was  less  able 
to  valorize  Its  coffee  than  we  are  to  valorize  our  cotton.  We  more  nearly  control 
the  cotton  supply  than  Brazil  controlled  the  coffee  supply. 
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Wben  I  say  12  cents  a  pound  minimum,  I  mean  a  basis  of  middling.  Low 
middling  and  ordinary  would  only  be  guaranteed  for  the  difference  that  is 
osual  in  price.  The  logical  reason  for  all  this,  my  dear  Mac,  is  this:  The  value 
€f  cotton  this  year  is  easily  above  12  cents  a  pound.  The  excuse,  then,  for  the 
Qovemment  acting  is  that  it  is  merely  serving  its  people  by  keeping  the  price 
0»mefwhere  near  value.  The  Government  would  easily  have  the  matter  closed 
out  within  six  months,  because,  I  believe,  that  the  war  will  be  over  v^ry 
shortly. 

I  would  suggest  that  you  come  in  contact  with  one  of  the  South  American 
commercial  agents,  especially  one  from  Brazil,  and  he  could  explain  exactiy 
how  Brazil  valorized  its  coffee. 
Yonrs,  very  truly, 

L  ;  '  0.  P.  J.  MOONEY. 


Gulf  Oomfbebs  Co., 
Memphis,  Term,,  August  6,  1914. 
Mr.  James  F.  Hunter, 

Vice  President  Mercantile  National  Bank,  Memphis,  Tenn. 

My  Deab  Mb.  Hunteb:  I  take  pleasure  in  complying  with  your  request  for 
suggestions  as  to  the  financing  and  handling  the  cotton  crop. 

The  smallest  unit  the  United  States  Government  should  recognize  would  seem 
to  be  its  regional  banks. 

The  smallest  unit  that  the  regional  bank  should  recognize  is  its  correspond- 
ents, namely,  the  national  and  State  banks,  which  have  signified  their  willing- 
ness to  cooperate  with  them. 

The  unit  the  National  and  State  banks  should  recognize  is  its  customers  and 
owner  of  the  cotton. 

Warehouse  cotton  receipts.  The  system  of  issuing  warehouse  cotton  receipts 
In  Memphis,  and  elsewhere,  is  now  carefully  safeguarded  by  the  banks  and 
othera    This  makes  the  receipt  good  collateral  security. 

If  any  serious  Question  of  title  to  the  cotton  should  arise,  that  it  seems  to 
me  can  be  covered  by  a  certificate  of  the  borrower,  showing  his  equity,  or  by 
the  borrower  rediscounting  the  paper  of  the  ovmer  of  the  cotton.  A  certain 
solution  would  be  to  have  the  warehouse  cotton  receipts  issued  in  the  name  of 
the  owner  of  the  cotton,  and  require  the  owner  to  Indorse  thipi  for  collateral 
security,  but  this  would  be  the  more  troublesome  alternative. 

There  is  an  old  seizure  law  on  the  statute  books-  in  most,  if  not  all  of  the 
cotton-growing  States,  for  protection  of  the  landlord  against  a  dishonest  tenant. 
The  number  of  bales  seized  under  this  law  during  the  past  25  years  is  negligible. 
The  southern  banks  in  making  loans  on  cotton  are  not  giving  themselves  any 
concern  over  this  old  law,  eastern  and  western  capitalists,  however,  have  at 
times  appeared  to  be  somewhat  afraid  of  it. 

The  indications  now  are  that  a  conservative  estimate  of  the  cotton  crop, 
season  1014-15,  is  14,000,000  bales. 

As  to  the  distribution  of  these  14,000,000  bales  of  cotton,  after  communicat- 
ing with  interested  parties  here  and  at  14  other  points  where  we  are  ware- 
housing and  compressing  cotton,  I  have  reached  the  following  conclusions: 

Bales. 

Ameflcan  mills  vrill  take 6,000,000 

£2ngland,  with  naval  success,  should  take 3,000,000 

Assuming  that  the  English  fleet  is  going  to  be  successful  in  holding 
■   the  German  Navy  In  check,  Russia  will  be  able  to  import  her 

requirements,  of  about 750,000 

With  the  continuation  of  neutrality  on  the  part  of  Italy,  she  will  be 

able  to  import 900,000 

Add  for  Canadian  and  Japanese  mills 750,000 

Spain,  Norway,  and  Sweden  would  probably  Import 600,000 

Making  a  total  of 12,000,000 

The  movement  of  cotton,  even  if  the  war  should  end  within  the  next  few  days, 

will  be  slow.     The  cotton-growing  States  will  require  much  financial  assistance. 

The  price  of  cotton  is  a  question  which  largely  depends  upon  the  duration  of 

present  hostilities.    Taking  the  past  as  a  criterion,  we  would  think  that  under 

the  weight  of  the  movement  of  the  crop  in  October  and  November,  it  is  possible 

for  the  price  of  cotton  in  the  South  to  fall  to  10  cents  or  below.    When  Germany 
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declared  war  against  France  In  July,  1870,  cotton  was  selling  in  New  York  at 
about  18  cents  per  pound.  It  declined  to  about  15  cents  per  pooiKl;  subsequently 
the  market  rallied  on  the  same  crop  to  about  21  cents  per  pound. 

With  financial  assistance  extended  to  the  cotton-growing  States,  I  see  no 
reason  to  expect  values  to  sink  below  10  cents  per  pound  for  middling  cotton  at 
leading  concentrating  points  in  the  South.  If  the  southern  banks  can  secure 
additional  money  to  make  advances  during  the  next  four  to  six  months  on 
about  4,000,000  bales,  this,  in  my  Judgment,  would  prevent  cotton  from  being 
dumped  on  the  market,  and  enable  the  farmer  to  realize  practically  its  full 
value. 

We  hear  some  talk  about  valorizing  cotton.  This  is  largely,  if  not  wholly,  a 
State  proposition,  and  is  not  practicable  as  an  immediate  relief  measure. 

We  also  hear  some  talk  about  a  certificated  warehouse  cotton  receipt;  a  re- 
ceipt that  carries  with  it  a  guaranty  of  weight  and  grade.  This,  too,  is  imprac- 
ticable at  this  time.  It  may  be  an  ideal  system  of  financing  cotton,  which  gome 
day  the  cotton-growing  States  will  enjoy,  but  the  machinery  for  certificating 
cotton  is  not  now  available.  Again,  a  certificated  receipt  Is  not  necessary  in 
connection  with  a  loan  made  to  the  owner  of  the  cotton. 

A  certificated  warehouse  cotton  receipt  is  a  receipt  similar  to  the  receipt  we 
are  now  issuing,  the  principal  difference  being  it  carries  with  it  the  certificate 
of  a  sworn  weigher  as  to  the  weight,  and  a  certificate  of  a  licensed  classer  as  to 
the  grade.  The  certification  of  weight  at  the  time  the  cotton  is  received  for 
storage  is  a  simple  matter.  We  are  all  familiar  with  the  natural  conditions 
which  result  In  gain  or  loss  in  weight  of  cotton  In  storage.  The  certification  of 
grade,  especially  in  the  Mississippi  Valley,  is  a  difficult  proposition.  For  Instance, 
Mr.  F.  M.  Crump,  of  Memphis,  in  his  testimony  before  the  Interstate  Commerce 
Commission  a  short  time  ago,  referred  to  something  like  160  different  grades  of 
cotton  known  in  the  Memphis  market,  each  carrying  a  separate  and  distinct 
value.  Mr.  W.  B.  Craig,  of  Vicksburg,  in  testifjrlng  before  the  Interstate  Com- 
merce Commission  several  years  ago,  said  there  were  217  grades  of  cotton 
known  to  the  Vicksburg  market,  each  of  different  value.  In  our  Judgment  the 
question  of  weight  and  grade  involve  many  details  that  must  be  left  to  adjust- 
ment between  the  buyer  and  seller. 

As  to  the  handling  and  carrying  in  the  South  a  large  stock  of  cotton  awaiting 
satisfactory  market  conditions,  there  are  about  800  compress  and  warehousing 
points  in  the  cotton-growing  States  at  which  the  carriers  concenrate  cotton  for 
reworking  and  reshipping  purposes.  These  points  alone  can  carry  an  average 
stock  of,  say,  10,000  bales. 

Memphis,  Tenn.,  can  take  care  of  a  stock  of  300,000  to  400,000  bales.  New 
Orleans,  Houston,  Galveston,  Mobile,  and  Savannah  can  each  take  care  of  a  like 
amount  There  are  compress  and  storage  plants  at  points  like  Atlanta  and 
Macon,  Ga.,  Birmingham,  Montgomery,  and  Selma,  Ala.,  Meridian.  Vicksburg, 
Greenville,  Greenwood, -  and  Clarksdale,  Miss.,  and  Little  Rock,  Ark.,  that  can 
take  care  of  from  50.000  to  75,000  bales  each.  If  the  banks  can  get  the  money  to 
finance  the  holding  of  the  cotton,  there  is  no  question  about  the  South  being 
able  to  properly  take  care  of  the  crop  until  the  restoration  of  normal  conditiona 

The  Mississippi  Valley  Compress  Association,  the  members  of  which  control 
about  100  compress  and  warehousing  points,  will  have  a  meeting  at  an  early 
date,  the  object  being  that  each  compress  and  warehousing  plant  may  put  Its 
shoulder  to  the  wheel  and  lend  the  farmers,  the  bankers,  and  the  GovcFument 
any  and  every  assistance  they  can  for  the  proper  handling  and  advantageous 
marketing  of  this  year's  cotton  crop.  Mr.  Wilson,  the  president  of  this  associa- 
tion, tells  me  he  talked  with  you  about  this  matter  yesterday.  He  has  requested 
me  to  assure  you  and  your  committee  of  the  association's  willingness  and  desire 
to  help  in  every  possible  way. 

Do  not  hesitate  to  command  our  servlcea 

Yours,  very  truly,  O.  O.  Haivsoh. 
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Committee  on  Aobioultxjke^ 
House  of  RepbesentatiyeS; 

Washinffton,  D.  C,  April  H,  1914. 

The  conunittee  assembled  at  10.30  o'clock  a.  m.,  Hon.  Asbury  P. 
Lever  (chairman)  presiding. 

The  Chairman.  Gentlemen^  under  an  order  of  the  committee  we 
have  met  this  morning  to  begm  consideration  of  various  bills  before 
the  cominittee  which  look  to  the  regulation  of  the  operations  of  the 
cotton  exchanges. 

I  desire  to  say,  for  the  benefit  of  members  of  the  committee  who 
are  new  members,  that  in  1910  we  took  testimony  on  this  propo- 
sition, which  testimonv  is  printed  and  available.  The  discussion 
then  revolved  around  the  central  idea  of  the  necessity  for  exchanges. 

I  think,  inasmuch  as  we  have  limited  the  time  of  the  hearings 
to  four  days,  we  will  ask  the  speakers,  and  the  members  of  the  com- 
mittee in  cross-examination^  to  confine  themselves  to  the  provisions 
of  the  bills  under  consideration,  because  I  think  it  is  agreed  that  we 
are  anxious  to  have  legislation  in  this  session  of  Confess  on  this 
proposition;  and  I  believe  it  is  the  thought  of  the  majority  of  the 
members  of  the  committee,  at  least,  that  we  need  regulatory  legis« 
lation  rather  than  destructive  legislation. 

There  are  two  principal  bills  before  the  committee  which  deal  with 
the  regulatory  idea.  Senate  bill  110,  introduced  by  Senator  E.  D. 
Smith,  of  South  Carohna,  and  House  bill  15318,  introduced  by  mvself  ; 
and  then  there  is  House  bill  8192,  introduced  by  Mr.  Candler,  of  Mis- 
sissippi, which  is,  I  think,  identical  with  the  Scott  bill,  which  later 
became  known  as  the  Beall  bill,  and  which  twice  passed  the  House  of 
Representatives,  but  was  not  acted  on  by  the  Senate. 

If  the  members  of  the  committee  ana  the  witnesses  will  keep  in 
mind  that  we  would  Uke  to  discuss  the  bills  and  not  go  into  an  aca- 
demic discussion  of  the  necessity  for  the  exchanges,  I  think  it  will 
expedite  the  hearings  very  much,  and  probably  give  the  committee 
information  which  it  needs  to  have  in  bringing  about  real  legislation. 

I  will  ask  Mr.  Lewis  W.  Parker,  of  South  Carolina,  to  discuss  the 
biUs  under  consideration  in  his  own  way. 

STATEMEHT  OF  MB.  LEWIS  W.  PABKEB,  OF  GBEEITVILLE,  S.  C; 

Mr.  Parker.  Mr.  Chairman  and  gentlemen,  I  am  by  trade  a  cotton 
manufacturer.  I  am  interested  as  such,  of  course,  in  the  operations 
of  cotton  exchanges. 

I  am  not  opposed  to  cotton  exchanges.  I  appeared  before  this  com- 
mittee some  four  or  five  years  ago  in  advocacy  of  the  bill  then  known 
as  the  Scott  bill,  which  in  effect  would  have  very  seriously  limited  the 
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operations  of  exchanges.  I  have  no  apolo^es  to  make  for  the  posi- 
tion I  then  took,  which  is  my  present  position,  that  if  the  exchanges 
can  not  be  so  regulated  as  to  cause  their  operations  to  be  conducted 
by  legitimate  and  fair  means,  then  I  think  aboUshment  is  preferable 
to  the  present  status  of  affairs. 

On  tne  other  hand,  I  sincerehr  believe  that  exchanges  which  are 
conducted  properly  are  of  benefit,  not  only  to  the  producer,  but  to 
the  consumer  of  cotton,  and  that  when  they  fulfill  tneir  proper  posi- 
tion in  the  trade  they  are  to  be  encouraged  rather  than  discouraged, 
and  certainly  are  to  be  encouraged  rather  than  prohibited. 

But  the  question  of  regulation  now  becomes  an  exceedingly  impor- 
tant one,  because  after  experience  of  years  we  must  admit  that  the 
operations  on  the  exchange  have  not  been,  at  least  in  my  judgment, 
within  the  proper  sphere  of  their  relations  to  the  producer  and  the 
consumer,  and  that  therefore  the  Government  must  step  in  and  regu- 
late those  operations  or  cause  the  abolishment  of  the  exchanges.  I 
favor  a  reflation. 

The  bill  known  as  the  Candler  bill  is,  I  believe  you  stated,  Mr. 
Chairman,  on  the  lines  of  the  Scott  bill.  As  I  have  said,  if  we  can 
not  regulate  the  exchanges,  then  I  favor  the  Candler  bill.  If  we 
can  regulate  them — and  I  think  we  can — then  I  oppose  the  Candler 
bill  and  urge  that  the  Candler  bill  should  not  pass. 

On  the  other  hand,  the  Smith  bill,  passing  to  this  committee  from 
the  Senate,  has  many  provisions  that  are  excellent.  It  does  not 
entirely  fulfill  my  judgment  as  to  what  should  be  in  the  bill,  but  I 
think  there  are  many  excellent  provisions  in  the  bill  as  it  stands.  If 
I  may  express  mjr  opinion  on  the  subject,  the  bill  heretofore  intro- 
duced by  the  chairman  of  this  committee  in  the  House,  called  the 
"Lever  hill,"  in  my  judgment,  comes  nearer  meeting  the  existing 
conditions  than  any  other  bill  which  has  been  presented.  I  shoula 
therefore  say,  in  my  judgment,  either  the  Smith  bill,  with  some 
modifications,  or  the  Lever  bill,  with  a  few  sUght  amendments,  will 
meet  the  conditions  in  regard  to  cotton  exchanges. 

Now,  going  back  for  a  moment  to  the  relations  of  the  spinner  to  the 
cotton  trade:  The  conditions  of  the  trade  have  changed  consider- 
ably in  recent  years.  I  am  to-df^  selling  my  goods  for  delivery  as 
far  ahead  as  next  ^December.  My  niend  Afi.  Callaway,  who  is  present, 
has,  I  believe,  sold  as  far  as  a  year  ahead.  In  view  of  this  condition, 
it  is  essential  to  the  success  of  our  business  that  there  should  be  some 
means  by  which  we  can  protect  ourselves  in  the  seUing  of  our  goods 
against  violent  fluctuations  in  prices  of  the  commodity  whi<3i  we 
manufacture.  The  system  of  hedging"  by  which  we  do  this  in 
cotton  manufacture  is,  under  present  conditions,  very  important  to 
us.  I  think  it  is  legitimate;  I  think  it  is  necessary;  ana  therefore, 
admitting  that  it  lb  both  legitimate  and  necessary,  I  think  it  is  proper 
that  we  snould  use  the  cotton  exchanges  for  the  purpose  of  ''hedging." 

I  think  the  cotton  exchanges,  Ukewise,  fulfiU  an  important  function 
to  the  producer.  As  a  spinner,  I  tell  you,  gentlemen,  to-day,  that 
the  South  was  saved  millions  of  dollars  last  year  by  tne  cotton  ex- 
changes. The  exchanges,  that  is,  those  who  speculate  on  the  ex- 
changes, recognize  conditions,  I  think,  more  correctly  and  more 
rapidly  than  tne  manufacturers.  If  it  had  not  been  for  speculation 
last  fall,  while,  of  course,  I  think  that  cotton  would  have  eventually 
reached  the  price  it  did  reach,  it  would  not  have  done  so  in  timie  to 
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\iave  served  the  needs  of  the  great  mass  of  producers  •  and  therefore 
I  say  to  you  that  speculation  is  not  to  be  entirely  discouraged.  It 
is^  to  be  regulated  so  as  to  be  made  fair  to  all,  but  is  not  to  be  pro- 
hibited, in  my  judgment. 

It  is  not  necessarily  adverse,  either  to  the  producer  or  to  the 
consimier.  Last  season,  as  I  said,  speculation  was  in  my  opinion 
absolutely  in  favor  of  tne  producer.     The  spinner  would  not  have 

Eaid  the  prices  paid  for  cotton  during  the  months  of  October,  Novem- 
er,  and  JOecember  if  the  speculator  had  not,  in  effect,  forced  him  to 
do  so.  In  other  words,  the  speculator  foresaw  the  conditions  more 
correctly  and  more  rapidly  than  did  the  spinner,  and  therefore  the 

Eroducer  of  cotton  last  winter  got  the  benefit  of  speculation.  There 
ave  been  other  seasons,  of  course,  when  the  producer  has  got  the 
unfortunate  results  of  speculation,  but  taking  it  all  in  all,  I  do  not 
think  the  producer  has  any  reason  to  complam  of  the  results  of  fair 
speculative  conditions. 

The  Chairman.  Mr.  Parker,  if  you  will  permit  an  interruption,  I 
will  ask  you  to  define  just  what  you  mean  hy  *^ speculation"  as  con- 
trasted with  the  general  idea  of  gambling.  ^ 

Mr.  Hawley.  And  I  would  like  to  have  him  add  to  that,  while  he 
is  discussing  it,  what  he  regards  as  le^timate  speculation. 

The  Chairman.  Yes;^  also  a  definition  of  what  you  regard  as  fair 
and  le^timate  speculation. 

Mr.  Parker.  1  regard  it  as  legitimate  speculation  for  any  man  to 
back  his  judgment  as  to  future  events.  If  I  foresee,  for  example, 
that  the  demand  for  cotton  is  going  to  be  greater  than  the  public 
believes,  and  I  therefore  buy  cotton  for  personal  gain,  looking  for  it 
to  advance  in  price  owing  to  the  increased  demand,  that  I  should 
regard  as  fair  speculation,  because  I  am  simply  backing  my  judgment. 

Mr.  Hawley.  Will  you  distinguish  such  an  operation  as  that  from 
a  ''wheat  comer,"  for  instance,  such  as  we  have  had  in  years  past  ? 

Mr.  Parker.  A  corner  is  a  aifferent  thing  from  mere  specidation. 
A  comer  is  an  effort  to  secure  an  illegitimate  monopoly  of  a  com- 
modity: and  I  think  it  is  to  be  reprehended. 

Mr.  Hawley.  Well,  how  far  do  you  think  speculation  should  go 
toward  buying  up  a  commodity  to  get  the  benefit  of  an  advanced 
price  in  the  future  ?  How  far  can  speculation  go  toward  creating  a 
comer  and  still  be  legitimate  ? 

Mr.  Parker.  Well,  I  must  admit  that  I  csn  not  define  exactly  the 
limitation.  I  do  not  think  there  is  any  danger,  whenever  conditions 
are  fair  with  relation  to  the  rides  of  an  exchange,  of  there  being  too 
much  speculation. 

Mr.  Sloan.  There  is  a  pretty  broad  twilight  zone  in  there,  is  there 
not,  Mr.  Parker  ? 

Mr.  Parker.  I  think  there  is  a  twilight  zone  in  there;  but  I  can 
not  define  it  so  as  to  show  the  difference. 

Mr.  Hawley.  Can  you  go  up  to  the  beginning  of  that  twilight  zone  ? 

Mr.  Parker.  I  must  admit  that  I  can  not  define  just  when  specu- 
lation should  be  restrained,  or  when  it  can  be  regarded  as  legitimate. 
But  rather  than  prohibit  speculation  altogether,  I  would  prefer  to 
take  the  risks  of  unlimited  speculation,     i  will  put  it  in  that  form; 
I  can  not  define  the  difference. 

Mr.  Sloan.  And  yet,  Mr.  Parker,  is  not  that  the  very  thing  that 
will  have  to  be  done  under  the  bills  under  consideration,  to  define 
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the  limits  of  legitimate  speculation,  and  put  that  into  legislative 
language?    Is  not  that  the  thing  you  put  up  to  the  committee? 

Mr.  rARKER.  I  do  not  think  you  can  have  speculation  which  is  too 
extreme,  because  I  think  that  the  law  of  supply  and  demand  will 
alwavs  come  in  to  prevent  that.  To  illustrate,  suppose  it  were 
sougnt  to  put  a  comer  on  cotton  on  the  >New  York  Cotton  Exchange. 
Such  a  corner  might  be  effective  for  a  few  days ;  but  there  is  always 
a  sufficient  supply  of  cotton  in  the  hands  of  spinners  and  a  sufficient 
supply  of  cotton  in  the  hands  of  producers  which  is  not  yet  sold  to 
brmg  the  price  of  cotton  down  to  its  fair  spinning  demand.  I  do  not 
think  there  can  be  an  effectual  comer  in  cotton.  In  saying  that,  of 
course,  I  am  speaking  as  a  spinner. 

Mr.  Haugen.  Yes,  but  we  have  had  a  corner  in  cotton,  have  we 
not? 

Mr.  Parker.  Well,  not  imderpresent  conditions 

Mr.  Haugen  (interposing).  What  is  the  present  visible  supply  of 
cotton  ? 

Mr.  Parker.  The  visible  supply  of  American  cotton  is  3,500,000 
bales.  That  is  the  visible  supply.  In  addition  to  that,  tne  Gov- 
ment  reports  show  in  the  hands  ot  spinners  1,700,000  bales. 

Mr.  Haugen.  Suppose  a  man  gets  into  the  market  and  sells 
7,000,000  bales;  what  would  be  the  effect? 

Mr.  Parker.  If  any  man  is  fool  enough  to  sell  on  the  exchanges 
7,000,000  bales  of  cotton—  or  any  combination  of  men—  they  would 
suffer  for  it;  but  I  do  not  think  any  such  combination  could  exist. 

Mr.  Haugen.  Well,  as  a  general  rule  they  buy  and  sell  cotton  on 
the  exchanges  without  knowing  anything  about  the  supply,  do 
they  not  ? 

liilr.  Parker.  But  the  man  who  takes  up  the  cotton  in  the  case 
you  suppose  has  to  do  something  to  protect  it.  He  would  not  keep 
6,000,000  or  6,000,000  bales  in  his  pocket,  so  to  speak.  And  when  it 
comes  to  selling  it,  the  law  of  supply  and  demand  will  fix  the  price 
of  that  cotton. 

Mr.  Haugen.  Well,  the  fact  is  that  95  per  cent,  at  least,  of  the 
speculators  know  nothing  about  the  visible  supply  of  cotton,  or  even 
tne  production  for  the  year. 

Mr.  Parker.  I  think  that  is  true  of  a  very  large  number  of  them. 

Mr.  Haugen.  Yes ;  they  deal  blindly. 

Mr.  Parker.  And  therefore  they  are  hurt. 

Mr.  Haugen.  Well,  in  that  way  it  would  be  possible  to  bring  about 
a  corner,  would  it  not  ? 

Mr.  Parker.  It  would  be  possible  to  bring  about  a  corner;  but  a 
corner,  in  my  judgment,  would  be  of  very  short  duration. 

Mr.  Sloan.  Is  a  lai^e  part  of  the  cotton  marketed  through  the 
exchanges  of  this  country? 

Mr.  Parker.  No ;  a  very  small  part. 

Mr.  Sloan.  Well,  how  do  the  total  sales  on  the  exchanges  corre- 
spond with  the  total  supply  of  cotton  throughout  the  country  from 
one  year  to  another  ? 

Mr.  Parker.  They  have  not  kept  a  record  of  the  total  number  of 
transactions  on  the  exchange;  but  my  estimate,  based  upon  what 
information  I  have,  is  that  the  transactions  on  the  exchange  prob-* 
ably  range  25  times,  or  more,  the  amount  of  the  cotton  absolutely 
produced;  it  is  many  times  more. 
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Mr.  H£LO£S£K.  Is  it  not  a  fact  that  the  le^timate  speculator 
deals  with  natural  conditions  and  backs  his  judgment  against  the 
suoply  and  demand  ? 

Mr.  Pabk£B.  I  think  it  is. 

Mr.  Bjsloesen.  While  the  illegitimate  speculator  attempts  to  force 
unnatural  conditions  ? 

Mr.  Parkeb.  Yes;  and  it  is  the  attempt  to  reach  the  illegitimate 
speculator  who  is  attempting  to  force  unnatural  conditions  that  I 
favor  in  this  plan.  This  bill^  I  think^  wiQ  prevent  that.  Take  the 
condition  to*aav  on  the  New  York  Cotton  Exchange  and  the  condi- 
tions we  have  nad  in  the  last  60  days^  for  instance.  It  was  abso- 
lutely without  reason,  except  for  conditions  on  the  New  York  Cottba 
Exchange,  for  cotton  to  decline  as  it  did  in  March.  There  was  noth- 
ing to  justify  it  except  the  bare  force  of  power  of  the  men  who  were 
manipulating  the  market.  Then,  in  May  cotton  we  had  a  condition 
where  cotton  on  the  exchange  declined  as  low  as  10  or  11  cents,  and 
yet  I  could'not  have  bought  any  cotton  of  middling  grade  as  low  as 
13^  cents  anywhere  at  that  time.  And  May  to-day  is  Quoted  on  the 
New  York  Cotton  Exchange  at  12^  cents.  Yet  I  will  aefy  any  man 
to  buy  middling  cotton  anywhere  in  the  United  States  to-day  and 
deliver  it  in  New  York  at  13^^  cents. 

Therefore,  I  say  that  it  is  that  condition  of  illegitimate  speculation 
that  we  want  to  prevent.  We  want  to  have  some  legislation  which 
win  prevent  such  a  disparity  between  the  quotations  on  the  New  York 
CotUm  Exchange  on  cotton  and  the  prices  of  the  cotton  itself. 

The  Chaibman.  Mr.  Parker,  can  you  indicate  to  the  committee  the 
exact  thing  that  brings  about  that  condition  ? 

Mr.  Pabkeb.  There  are  four  or  five  things  which  produce  that 
condition,  Mr.  Chairman. 

The  Chaibmak.  Will  you  state  what  they  are,  for  the  benefit  of  the 
committee  t 

Mr.  Pabkeb.  I  will  take  the  New  York  Cotton  Exchange  for  ex- 
ample. Under  the  rules  of  the  New  York  Cotton  Exchange,  while  the 
sales  are  nominally  based  on  middling,  at  the  same  time  you  can  de- 
liver any  one  of  a  large  number  of  grades.  The  selection  of  those 
grades  is,  of  course,  given  to  the  seller;  it  is  at  the  seller's  option  as  to 
what  grades  he  delivers.  Furthermore,  under  the  rules  of  the  New 
York  Cotton  Exchange,  the  various  prices  at  which  the  different 
CTades  can  be  delivered  is  arbitrarily  fixed,  with  reference  to  their 
differences,  by  a  committee  of  the  cotton  exchange.  The  effect  of 
that  is  that  the  only  class  of  cotton  which  can  be  delivered,  and  which 
will  be  delivered  at  any  time  on  the  exchange  is  that  class  which  ia 
the  most  undesirable.  In  other  words,  the  price  of  the  exchange 
quotation  represents  the  most  undesirable  character  of  cotton  that 
can  be  used  or  can  be  produced,  practically,  within  the  United  States. 

Take,  for  instance,  my  own  case.    If  I,  as  a  spinner,  go  to  buy 

cotton,  I  will  examine^  of  course,  carefully  the  grade.    I  wul  examme 

also  the  character  of  the  cotton,  its  length  of  staple,  its  strength  of 

staple,  and  as  we  call  it,  its  body.     In  the  New  York  Cotton  Exchange, 

for  instance,  there  is  no  limitation  at  all  as  to  the  length  of  staple 

that  can  be  delivered.    Certainlv,  anything  down  to  five-eighths  can 

be  delivered.     Five-eighths-inch  cotton  is  practically  unspinnable 

cotton.     That  is,  it  can  be  used  only  by  a  very  small  proportion  of  the 

miUn  in  the  United  States,  and  only  for  very  limited  uses.    Therefore 
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there  ¥dll  gravitate  to  New  York  for  deliyeiy  on  those  contracts  only 
that  class  of  cotton  which  represents  the  lowest  grade  which  can  be 
delivered  on  tJie  cotton  exchange. 

The  Chairman.  What  per  cent  of  the  crop  is  of  that  low  grade  t 

Mr.  Pabexb.  a  very  small  per  cent.  I  do  not  think  that,  in  the 
entire  United  States,  more  than  300.000  bales  would  have  a  staple 
less  than  three-quarters  of  an  inch.  My  own  judgment  is  that  there 
would  not  be  300,000  bdes  having  a  staple  less  than  that.  But, 
tmder  the  rules  of  the  New  York  Cotton  Exchange,  naturally  it 
would  be  that  300,000  bales  which  would  gravitate  to  New  York  and 
have  the  power  to  force  down  the  general  market.  Now,  unques- 
tionably, it  was  the  fear  of  that  very  condition,  tihie  fear  of  the  low 
grade  wnich  prevailed  in  lar^e  quantities  last  fall,  that  made  tide 
prices  so  low  on  the  New  York  Cotton  Exchange,  at  tJiat  time. 

Mr.  Halley.  How  would  you  remedy  that  condition,  Mr,  Parker  1 

Mr.  Pabkeb.  By  having  a  rule  that  no  cotton  could  be  delivered 
ef  less  than  seven-eighths-inch  staple. 

I  will  say  to  you  gentlemen  with  confidence  that  90  per  cent  of 
the  cotton  m  the  Umted  States  has  a  staple  of  seven-eighths  inch  or 
more.  I  know  of  only  two  or  three  sections  in  the  United  States 
where  a  shorter  staple  is  produced,  and  there  need  never  be  produced 
in  those  sections  cotton  having  a  staple  of  less  than  seven-eighths  inch. 
It  is  a  mere  question  of  selecting  the  seed.  But  even  to-day  there 
are  only  two  or  three  areas  in  the  United  States  which  will  produce 
a  staple  of  less  than  seven-eighths-inch;  and  therefore  I  wouki  make 
a  Hmitation  of  seven-eighths  mch  by  law.  I  think  you  provide  that 
in  your  bill,  Mr.  Chairman. 

The  Chaibman.  Yes. 

Mr.  Sloan.  Do  you  mean  to  say,  Mr.  Parker,  that  you  can  buy 
cotton  on  the  cotton  exchange,  or  sell  cotton  on  the  cotton  exchange, 
and  the  seller  has  the  option  as  to  the  length  of  staple  which  shall 
be  deUvered  ? 

Mr.  Pabkbb.  Absolutely. 

Mr.  Sloan.  Regardless  of  the  value  of  the  long  staple  or  the  short 
st^le  ? 

Mr.  Pabkeb.  Yes;  absolutely. 

Mr.  Haugen.  Regardless  of  the  relative  values  of  the  two  staples  1 

Mr.  Pabkeb.  Yes. 

Mr.  Haugen.  Now,  then,  do  we  imderstand  that  if  they  contract 
to  sell  a  certain  ^ade — ^I  will  say  No.  1 — ^for  11  cents  per  pound,  they 
can  turn  aroimd  and  deliver  a  cotton  of  less  value  than  11  cents  a 
pound  ? 

Mr.  Pabkeb.  Yes.  When  you  say  that  you  will  deliver  middling 
cotton  worth  11  cents  a  pound,  that  means  to  the  spinner  middling 
cotton  of  good  spinning  cnaracter;  in  other  words,  seven-eighths  inc£ 
or  above.  That  is  what  it  means  outside  of  the  exchange.  Now,  if 
I  go  to  the  New  York  Cotton  Exchange  to  take  up  that  cotton,  I 
may  get  five-eighths  inch  cotton;  I  am  almost  certain  to  get  as  low 
as  three-quarters  inch  cotton;  and  if  there  can  be  found  anywhere  in 
the  United  States  cotton  of  five-eighths  inch  staple,  I  am  bound  to 
get  that.  If  they  can  find  anywhere  a  cotton  which  will  make  me 
sick,  I  will  get  it;  there  is  no  doubt  about  that.  In  other  words, 
those  who  operate  on  the  short  side  of  the  market  will  use  the  most 
undersirable  cotton  possible,  with  the  view  of  preventing  anyone  from 
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intelligently  taking  up  cotton  on  the  exchange.  The  effect  of  all 
that  is  to  depress  the  prices  of  cotton  all  along  the  line. 

Mr.  Seilly.  Why  should  not  the  contracts  embody  the  kind  of 
cotton  to  be  delivered  t 

Mr.  Pabexb.  Within  certain  limitations,  I  think  that  should  be 
done.^  I  do  not  think  you  should  make  it  so  that  it  would  be  too 
drastic. 

Mr.  Reillt.  Why  would  you  not  be  allowed  to  buy  three-quarters 
inch,  or  five-eighths  inch,  or  any  other  kind  you  desire  ? 

Mr.  Pabkeb.  It  just  amounts  to  this:  If  vou  make  vour  limita- 
tions too  drastic,  you  are  going  to  prevent  the  use  of  the  exchange 
for  certain  speculative  purposes  which  are  perfectly  le^timate.  I 
personally  believe  that  speculation  is  an  advantage;  as  I  said,  it  is 
certainly  an  advantage  to  the  producer,  and  at  times  also  to  the 
spinner  I,  as  a  spinner,  am  not  afraid  of  speculation,  if  it  is  legiti- 
mate  and  fan*. 

Mr.  Haugen.  What  limitation  would  you  suggest?  You  enter 
into  a  contract  on  the  cotton  exchange,  and  whatever  the  difference 
may  be  you  will  pay  the  middling  cotton  price? 

Mr.  Pabkeb.  Yes. 

Mr.  Haugen.  Then,  where  is  your  limitation  ? 

Mr.  Pabkeb.  The  very  first  I  would  suggest  is  on  length  of  staple. 
I  should  provide  that  the  staple  should  not  be  less  than  seven-eighths. 
That  is  one  limitation. 

In  the  second  place,  I  would  limit  the  grades  so  as  not  to  have  the 
large  number  of  grades  now  deliverable.     Personally,  I  think  the 

trades  should  be  limited  to  10,  of  which  7  woxild  be  white  and  3  would 
e  tinges.  I  think,  Mr.  Chairman,  that  your  bill  goes  too  far;  that 
you  aflow  too  many  grades;  that  is,  I  would  allow  nothing  above 
good  middling,  and  nothing  below  strict  good  ordinary.  There 
would  be  7  grades  white,  and  I  would  allow  3  tinges,  making  10 
grades  in  all. 

The  Chaibman.  Would  you  not  allow  strict  low  middling  tinged 
or  middling  stained  I 

Mr.  Pabkeb.  I  would  not  allow  strict  low  middling  tinged  or  mid- 
dling stained. 

MS.  EL^uoen.  Now,  suppose  we  have  10  grades,  and  you  enter 
into  a  contract  to  purchase  so  many  bales  of  No.  1  at  a  certain  price, 
what  limitation  would  you  put  on  that  ?  Would  you  be  willing  then 
to  accept  any  of  the  10  grades,  or  3  of  the  10  grades  tinged  ? 

Mr.  Pabkeb.  I  would  have  to  be  prepared  to  accept  any  one  of 
the  10  grades.  My  jud^ent  is  that  you  should  not  make  the  lim- 
itations so  drastic  as  to  limit  the  contract  to  one  single  grade. 

Mr.  Haugen.  Well,  I  do  not  know  of  any  case  where  a  person 
Belling  an  article  of  a  certain  quality  at  a  certain  price  would  reserve 
the  n^ht  to  deliver  an  infenor  quality.  There  must  certainly  be 
some  difference  in  the  quality  of  the  grade,  if  you  have  any  ^ade. 

Mr.  Pabkeb.  There  is  a  difference,  but  at  the  same  time  it  would 
not  be  feasible  to  make  your  limitations  so  strict  as  to  unnecessarily 
limit  or  hamper  the  operations  on  the  exchange. 

Mr.  Haugen.  But  the  limitation  certainly  must  be  fixed  some- 
where. It  would  not  be  fair  to  allow  a  seller  to  deliver  cotton  worth 
3  cents  on  a  contract  price  of  11  cents. 
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Mr.  Parker.  Well,  of  course  you  understand  that  if  your  contract 
caUs  for  a  basis  middUng  and  the  seller  deUvere  to  me  low  middling 
instead  of  middling,  I  am  allowed  the  difference  in  value  between 
low  middling  and  middling  cotton. 

Mr.  Haugen.  I  understood  from  your  answer  to  a  question  by  Mr. 
Sloan  that  that  was  given  no  consicferation  on  the  exchange. 

Mr.  Sloan.  I  got  that  understanding  also,  but  I  was  going  to  ask 
Mr.  Parker  another  question  on  that  point. 

Mr.  Parker.  What  I  meant  to  say  was  that  the  exchange  arbi- 
trarily fixes  what  the  difference  in  price  shall  be;  whereas  we  contend 
that  that  difference  should  be  fixed  by  the  law  of  supply  and  demand, 
and  therefore  should  be  fixed  by  the  differences  existing  in  the  vari- 
ous markets  of  the  United  States. 

The  Chairman.  That  is,  the  spot  markets. 

Mr.  Parker.  Yes;  the  spot  markets. 

Mr.  Haugen.  But  I  understood  from  your  answer  to  Mr.  Sloan's 
question  that  the  cotton  was  delivered  at  the  price  fixed  in  the  con- 
tract, whatever  the  grade  might  be. 

Mr.  Parker.  No;  I  did  not  mean  to  say  that.  Suppose,  for  illus- 
tration, on  the  New  York  Cotton  Exchazxge  middling  is  quoted  at  10 
cents — that  is,  middlipg  basis;  if  middling  was  deuvered,  the  price 
would  be  10  cents.  At  the  same  time,  if  1  would  take  up  cotton  at 
10  cents,  middling  basis,  and  they  would  deliver  to  me  low  middling, 
I  would  be  allowed  for  the  difference  between  middling  and  low 
middling  IJ  cents.  Now,  that  would  be  all  right,  if  that  was  the 
market  difference  in  those  two  grades.  But  we  contend  that  it  is 
not  the  market  difference  between  grades  which  govern  them. 

Mr.  Sloan.  That  is,  you  can  settle  your  contract  on  any  grade,  pro- 
vided you  settle  the  aifferential  in  price,  and  that  is  an  arbitrary 
differential,  not  based  on  supply  and  demand  ? 

Mr.  Parker.  Yes:  that  is  correct. 

Mr.  Haugen.  Well,  who  fixes  the  difference  in  price? 

Mr.  Parker.  A  committee  of  the  New  York  Cotton  Exchange. 

Mr.  Haugen.  Members  of  the  cotton  exchange  ? 

Mr.  Parker.  Yes;  members  of  the  cotton  exchange  arbitrarily  fix 
the  prices. 

Mr.  Haugen.  The  spinner,  or  any  other  outsider,  has  no  power  to 
settle  the  difference  in  price  ? 

Mr.  Parker.  Now,  it  is  fixed  by  a  committee  of  the  cotton 
exchange. 

Mr.  Hawley.  Now,  suppose  you  buy  a  certain  grade  of  cotton. 
Suppose  there  are  delivered  to  you  on  your  contract  grades  that  are 
unspinnable  by  you;  what  would  you  do  ? 

Mr.  Parker.  I  would  then  select  such  grades  as  I  could  spin  and 
use  them,  and  then  would  sell  back  on  the  cotton  exchange,  or  to 
outside  parties,  what  I  could  not  use  myself.  As  a  matter  of  fact, 
I  would  sell  to  outside  parties. 

Mr.  Sloan.  Ordinarily  you  would  not  sell  to  the  exchange  the 
difference  ? 

Mr.  Parker.  No  ;  the  exchange  has  nothing  to  do  with  the  delivery 
of  the  cotton,  or  the  difference. 

Mr.  Haugen.  They  would  sell  for  you,  just  as  they  do  for  the 
other  man,  would  they  not? 
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Mr.  Parker.  Oh,  ,yes;  I  could  operate  through  some  member  of 
the  exchange  and  make  my  sale  in  that  way,  and  hedge  what  cotton 
I  had  taken  up  and  did  not  want. 

Mr.  HLa^wley.  Do  yon  buy  the  greater  part  of  your  cotton  through 
the  New  York  Cotton  Exchange  ? 

Mr.  Parker.  No;  only  a  very  small  proportion.  Take  a  condition 
like  that  which  exists  to-day.  If  I  haa  bought  last  December  cotton 
for  May  delivery  on  the  New  York  Cotton  Exchange,  iaasmuch  as 
the  price  of  that  cotton  to-day  is  not  reflective  of  the  spot  price  at 
all,  1  would  probably  take  up  that  cotton  now,  because  I  could  buy 
it  cheaper  there  than  down  south.  As  a  matter  of  fact,  the  price 
on  the  New  York  Cotton  Exchange  is  not  reflective  of  the  spot  price. 

Mr.  Haugen.  To  what  extent  is  there  an  actual  delivery  of  cotton 
on  futiire  contracts  ? 

Mr.  Parker.  It  varies  in  different  years.  I  think  this  year  there 
have  been  comparatively  small  amounts  ddivered.  I  can  not  tell 
you  exactly. 

Mr.  Hatjgen.  Can  you  give  an  approximate  estimate  ? 

Mr.  Parker.  I  should  say,  proDably,  since  October,  200,000  or 
300,000  bales  have  been  delivered.  I  am  speaking  purely  from 
guess  now,  of  course. 

Mr.  BLaugen.  About  how  many  bales  have  been  sold  ?  You  said 
about  25  times  the  output  of  the  crop,  I  believe. 

Mr.  Parker.  I  should  judge  by  the  published  report  that  the 
operations  on  the  New  York  Cotton  Exchange  have  probably  aver- 
aged 200,000  bales  a  day  since  October.  That  would  be,  for  26 
davB  a  month,  5,000,000  bales  a  month,  and  in  six  months,  30,000,000 
bales.  There  have  been  about  30,000,000^  bales  bought  and  sold 
through  the  New  York  Cotton  Exchange  in  six  months,  and  not 
exceeding  two  or  three  hundred  thousand  bales  delivered. 

Mr.  Haugen.  But  according  to  your  first  estimate  the  crop  is 
about  12,000,000  bales. 

Mr.  Parker.  About  15,000,000  bales. 

Mr.  Haugen.  And  25  times  that  amount  would  represent  a  very 
much  larger  number  than  you  gave. 

Mr.  Parker.  Of  course,  that  is  only  on  one  exchange. 

Mr.  Haugen.  But  for  the  whole  country,  what  would  it  be  ? 

Mr.  Parker.  For  the  whole  country? 

Mr.  Haugen.  Well,  do  you  make  the  comparison  of  300,000 
bales  as  compared  with  15,000,000  bales? 

Mr.  Parker.  I  should  estimate  the  deliveries  on  the  New  York 
Cotton  Exchange  since  last  October  as  not  exceeding  300,000  bales. 
The  records  of  the  New  York  Cotton  Exchange  will  show  that.  I 
am  not  at  all  accurate  as  to  that,  but  I  should  estimate  that  they 
will  not  exceed  300,000  bales. 

Mr.  Haugen.  Out  of  a  total  sold  of  how  much  ? 

Mr.  Parker.  Out  of  a  total  sold  which  is  represented  to  have 
been  30,000,000  bales. 

Mr.  Haugen.  Thirty  million  bales  ? 

Mr.  Parker.  Yes.  You  see  they  keep  no  record  of  the  sales  on 
the  New  York  Cotton  Exchange,  and  therefore  all  we  can  base  the 
estimate  on  are  the  various  estimates  of  the  newspapers  that  the 
sales  on  such  a  dav  were  so  much. 

Mr.  Haugen.  Well,  your  opinion  on  the  subject  is  of  value 
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Mr.  Pabkeb.  I  give  it  with  pleasure. 

Mr.  Heflin.  What  is  your  definition  of  the  distinction  between 
commercial  difference  in  value  and  the  fixed  difference  in  value  ? 

Mr.  Pabkeb.  The  commercial  difference  is  the  absolute  difference 
fixed  by  the  trade,  fixed  by  the  law  of  supply  and  demand;  that  is, 
the  ditference  at  which  I  would  go  out  and  buy  the  cotton.  The 
fixed  difference  is  just  the  arbitrary  difference  meed  by  the  cotton- 
exchange  committee,  which  says  that  middling  cotton  i  worth  par, 
and  low  middlmg  cotton,  for  instance,  is  worth  such  a  proportion 
to  middling  cotton. 

The  Chaibman.  In  that  connection,  Mr.  Parker,  is  it  your  judg- 
ment that  the  eiriit  places  that  we  have  designated  in  the  bill,  under 
section  6,  will  renect  the  true  commercial  difference  in  value  ? 

Mr.  Pabkeb.  Well,  you  have  not  designated  certain  spot  markets; 
you  sirnply  provide  that  -there  shall  be  ei^ht  places. 

The  Chaibman.  Yes;  the  bill  provides  tnat  the  Secretary  of  Agri- 
culture shall  designate  the  eight  places. 

Mr.  Pabkeb.  I  think  the  Grovernment  can  be  relied  upon  to  select 
the  eight  places.  Now,  I  am  opposed  to  the  provisions  of  the  Smith 
bill  in  this  respect,  which  would  make  the  aifference  dependent  on 
the  operations  m  one  market,  because  if  you  do  that  you  have  violent 
manipulation.  The  right  thing  is  to  take  the  average  difference  in  a 
certam  number  of  markets,  6,  or  7,  8  or  9. 

The  Chaibman.  Would  it  be  possible,  in  your  judgment,  for  eight 
spot  houses,  for  instance,  to  manipulate  the  spot  market  in  the  eight 
places  designated  by  the  Secretary  of  Agriculture  in  such  a  way  as  to 
govern  the  future  market  ? 

Mr.  Pabkeb.  If  it  was  left  to  the  judgment  and  the  discretion  of 
the  Secretary  to  select  the  places,  I  tnink  there  would  be  no  danger. 
But  if  the  Secretary  gave  information  in  advance  that  he  was  ^mg 
to  fix  the  difference  by  certain  designated  markets,  there  would  be 
some  danger  of  manipulation,  I  think. 

The  Chaibman.  You  have  read  section  6  of  the  bill  (H.  R.  16318) ; 
in  your  judgment,  does  that  cover  the  situation? 

Mr.  Pabkeb.  With  certain  verbal  changes,  that  practically  covers 
it,  I  think. 

Mr.  Heflin.  Under  the  system  of  fixed  differences  now  in  use  by 
the  New  York  Cotton  Exchange,  it  is  very  often  the  case  that  the 
commercial  price  in  the  local  markets  all  over  the  South  is  above 
the  price  on  the  cotton  exchange. 

Mr.  Pabkeb.  Constantly;  and  that  has  been  steadily  the  case  since 
December,  for  instance,  of  last  year.  At  the  very  time  that,  accord- 
ing to  the  quotations  of  the  New  York  Cotton  Exchange,  that  cotton 
was  worth  m  March  only  11 J  cents,  I  was  paying  13  J  cents  for  cot- 
ton to  spin. 

Mr.  Heflin.  Then,  when  they  fulfill  their  contracts,  or  settle  their 
contracts  by  paying  the  difference  in  money  between  the  grades,  they 
settle  by  the  fixed  difference  plan  on  the  cotton  exchange  and  not 
by  the  commercial  difference  ? 

Mr.  Pabkeb.  That  is  right. 

Mr.  Heflin.  Do  you  not  think  that  injures  the  producer? 

Mr.   Pabkeb.  I  think  it  injures  the  producer;  and  I  think  it  • 
injures  the  spinner  much  more  seriously.     The  producer,  most  fortu- 
nately, has,  as  a  rule,  gotten  into  an  independent  position.     That  is 
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the  most  interesting  development  of  our  industry;  that  the  producer 
is  not  governed  by  the  quotations  on  the  cotton  exchange;  ne  exer- 
cises a  good  deal  of  intelligent  judgment  and  backbone;  and  he  sells 
his  cotton  generally,  after  the  first  rush  is  over,  only  when  he  gets 
his  price  for  it. 

Now,  he  is  affected  in  this  way,  and  it  is  a  very  serious  thing: 
Suppose  I,  as  a  producer,  in  December  decide  that  the  price  of  cotton 
is  too  low,  and  I  will  not  sell.  I  hold  my  cotton  for  a  better  price. 
Now,  I  am  id  this  position:  The  cotton  man,  an  iatermediate  man, 
buys  up  the  cotton  to  the  extent  of,  say,  two  or  three  or  foiu*  hundred 
thousand  bales.  Now,  he  hedges  by  selling  short  on  the  cotton  ex- 
change against  that  cotton.  He  may  have  bought  his  cotton  at  a 
time  when  he  could  buy  it  at  even  Quotations  in  New  York.  Suppos- 
ing New  York  was  quoting  Decemoer  at  12  cents;  he  paid  12  cents 
for  his  cotton.  The  cotton-exchange  price,  after  he  sells  short,  goes 
down  3  cents.  Now,  you  see,  he  has  made  3  cents  in  the  decline  by 
the  short  sale.  Now,  if  the  spot  price  does  not  go  down  3  cents — and 
it  does  not,  as  a  rule — he  simply  advances  the  price  of  the  cotton  he 
is  going  to  sell  to  the  spinner;  whereas  at  the  start  he  would  probably 
have  sold  his  cotton  at  40  or  50  cents  profit  a  bale.  When  the  cotton 
goes  down,  he  keeps  his  price  just  slightlv  under  the  existing  farmer's 
prices.  He  advances  the  basis.  He  sells  me  cotton  as  h£h  as  100 
points  on  New  York.  And  I  say  that  the  intermediate  man  nas  made 
that  difference  by  an  illegitimate  decline  on  the  cotton  exchange. 
Now,  under  those  conditions  the  producer  can  not  sell  his  cotton  in 
the  warehouse  to  me  imtil  the  intermediate  man  has  sold  out  all  his 
stock  to  me  and  other  spinners,  because  his  price  is  slightly  lower  than 
that  of  the  producers.  And  to  that  extent  the  producer  is  very  seri- 
ously affected  by  all  these  quotations  on  the  cotton  exchange. 

is£r.  Hblgesen.  Is  it  not  a  fact  that  when  the  cotton  exchange  can 
deliver  aji  inferior  grade  to  you  as  a  spinner  you  can  not  depend  on 
your  purchases  through  the  exchange  lor  your  requirements  ? 

Mr.  Parker.  I  can  not  depend  upon  them  except  under  extreme 
circimistances.  There  are  times  where,  through  good  fortune  or  a 
very  careful  elimination  of  undesirable  cotton,  I  can  go  to  the  ex- 
change and  buy  my  cotton.  But  there  is  only  one  year  in  a  number 
of  years  when  I  can  do  that.  This  year  there  has  been  very  great 
care  in  the  elimination  of  inferior  grades. 

Mr.  Helgesen.  Well,  has  not  that  had  a  tendency  to  depress  the 
prices? 

Mr.  Parker.  Yes,  it  has. 

The  Chairman.  As  a  protection  to  yourself,  I  understand  you 
to  say  that  you  must  always  hedge  ? 

Mr.  Parker.  Yes;  but  it  is  absolutely  the  case  that  I  can  not  pay 
the  price  on  the  exchange  because  of  the  fear  that  I  will  get  a  class 
of  cotton  which  I  can  not  use. 

Mr.  Callaway.  Mr.  Chairman,  may  I  say  a  few  words  ? 

The  Chairman.  Certainly. 

Mr.  Callaway.  Mr.  Parker,  I  think  you  said  sonaething  a  moment 

^o  that  you  did  not  mean,  and  now  is  a  good  time  to  correct  it. 

on  agreed  to  section  6  of  this  bill.    Section  6  provides  as  follows: 

That  for  the  purpoeee  of  section  5  of  this  act  the  differences  above  or  below  the  con-' 
tmct  ]>rice  which  me  receiver  shall  pav  for  cotton  of  grades  above  or  below  the  baaiB 
grade  in  the  settlement  of  a  contract  of  sale  for  the  futiire  delivery  of  cotton  shall  be 
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detennined  by  the  actual  commercial  differences  in  value  thereof  established  b]^  the 
sale  of  spot  cotton  of  the  same  grades,  respectively,  made,  upon  the  sixth  business 
day  prior  to  the  settlement  of  the  contract,  in  the  market  where  the  future  transaction 
involved  occurs  and  is  consummated. 

Now,  do  you  not  mean  that  it  would  be  better  for  the  difference  to 
be  settled  by  the  prices  in  eight  other  spot  markets  instead  of  by  that 
one  market  ?  That  is,  do  you  not  want  commercial  differences  to  be 
fixed  by  the  prices  througnout  the  section  rather  than  the  prices  in 
one  town? 

Mr.  Pabkeb.  I  beg  your  pardon.  I  thought  your  bill,  Mr.  Chair- 
man, did  fix  the  commercial  differences  by  the  average  of  the  eight 
spot  markets. 

The  Chairman.  It  does.  I  think  Mr.  Callaway  is  mistaken  about 
that. 

Mr.  Callawat.  It  says,  the  differences  shall  be  determined  by  the 
actual  conimercial  differences  in  value  thereof  established  by  the  sale 
of  spot  cotton  of  the  same  grades,  made  upon  the  sixth  business  day 
prior  to  the  settlement  of  the  contract  in  the  town  where  the  sale  is 
made.  That  difference  ought  not  to  be  fixed  by  the  price  in  the  town 
where  the  sale  is  made,  because  they  can  not  settle  it  by  the  New 
Orleans  price,  for  example,  but  would  have  to  take  into  consideration 
the  prices  of  Memphis,  Galveston,  Savannah,  and  Augusta. 

The  Chairman.  That  is  true. 

Mr.  Parker.  I  agree  thoroughly  with  that,  Mr.  Callaway. 

Mr.  Maguire.  In  making  up  the  fixed  price  as  distinguished  from 
the  commercial  price,  Mr.  Parker,  what  elements  are  considered  ? 

Mr.  Parker,  it  is  supposed  to  be  fixed  by  the  honest  and  intelli- 
gent judgment  of  the  members  of  the  committee. 

Mr.  Maguire.  I  know  that,  but  what  elements  are  considered  ? 

Mr.  Parker.  I  think,  as  a  rule,  it  is  supposed  that  they  can  fix  it 
in  advance  of  correct  information  of  what  is  going  to  happen. 

Mr.  Maguire.  Is  that  the  only  consideration? 

Mr.  Parker.  Yes.  But  it  is  a  perfectly  preposterous  proposition 
for  any  man  on  November  15  to  fix  what  is  going  to  be  the  diJGference 
between  good  middling  and  low  middling  cotton  some  months  after- 
wards, because  it  depends  on  what  will  nappen  after  November  15. 
It  is  impossible. 

Now,  the  New  York  Cotton  Exchange  has  agreed  to  fix  another 
difference  about  February  15,  so  that  they  can  then  rectify  slightly 
any  defect  that  may  exist  in  the  differences  fixed  on  November  15. 
Experience  has  not  yet  indicated  their  ability  to  take  advantage  of 
that  rectification.  They  have  lately,  however,  adopted  a  rule  for  a 
monthly  fixing,  so  as  to  remedy  any  extreme  difference.  Personally, 
I  should  favor  a  daily  fixing. 

Mr.  Maguire.  Is  tnat  tatang  into  consideration  a  series  of  commer- 
cial prices  ? 

Mr.  Parker.  It  is  supposed  to  take  into  consideration  the  differ- 
ences existing  in  the  different  markets. 

Mr.  Maguire.  I  suppose  there  are  other  elements  than  the  com- 
mercial element;  that  is  what  I  wanted  to  know. 

Mr.  Parker.  The  difficulty  is  that  on  November  15  there  may  be 
a  short  supply  of  the  lower  grades  of  cotton  and  an  abxmdant  supply 
of  the  higher  grade.  Therefore,  on  November  15  the  comimttee 
might  honestly  fix  a  difference  which  would  be  utterly  unrefiective 
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of  the  differences  which  actually  existed  afterwards,  because  within 
a  month  we  nught  have  an  increase  in  the  supply  of  the  lower  grade 
and  cessation  in  the  supply  of  the  higher  grade. 

Mr.  Young.  Mr.  Parker,  I  am  from  the  great  cotton  State  of 
Texas.  Cotton  there,  as  you  know,  is  largely  purchased  from  the 
fanner  by  the  merchant  in  the  average  little  country  town. 

Mr.  Pabkeb.  Yes;  that  is  correct. 

Mr.  Young.  The  rule  that  prevails  in  our  section  of  the  country  is 
that  the  merchants  do  not  like  to  buy  cotton  until  the  hour  when  the 
market  is  open.  The  merchant  gets  his  report  from  New  York,  New 
Orleans,  and  Liverpool,  and  then  he  proceeds  to  buy  cotton  based 
on  the  figures  hegets  from  those  different  centers. 

Mr.  Pabkeb.  Tliat  is  right. 

Mr.  Young.  Now,  that  being  true  and  the  price  being  fixed,  so  far 
as  the  farmer  is  concerned,  by  the  figures  tnat  this  merchant  gets 
from  those  centers,  how  are  you  going  to  have  any  figures  as  to  the 
value  of  cotton  in  those  6  or  8  or  10  centers  1 

Mr.  Pabkeb.  Well,  those  values  will  change  day  by  day  but  very 
slightly.  There  will  not  be,  in  my  judgment,  a  difference  day  by 
day:  it  will  be  almost  imperceptible.  It  is  only  in  the  course  of  a 
week  or  a  month  that  those  differences  will  become  great. 

Mr.  Heflin.  There  is  no  reason  why  those  prices  should  be  con- 
sidered ? 

Mr.  Pabkeb.  My  judgment  is  that  those  prices  are  brought  about 
by  illegitimate  rather  than  by  legitimate  means. 

The  Chaibman.  Now, 'Mr.  Parker,  you  have  discussed  how  the 
present  system  is  detrimental  to  the  producer  and  the  spinner.  Now, 
when  you  have  answered  a  question  which  Mr.  Rubey  desires  to  ask, 
will  you  discuss  the  next  subject? 

Mr.  Rubey.  You  spoke  of  the  committee  of  the  cotton  exchange 
taking  up  this  question.  The  members  of  the  committee  are  specu- 
lators on  the  exchange,  are  they  not  ? 

Mr.  Pabkeb.  The  majority  are  probably  perfectly  legitimate  cot- 
ton dealers.  I  think  to-day,  as  I  know  the  committee,  that  it  is  a 
pjerfectly  intelligent,  honest  committee,  who  are  expressing  at  the 
time  they  fix  the  differences  a  perfectly  intelligent,  nonest  opinion. 
Only  they  are  undertaking  to  do,  in  my  opinion,  an  absolutely  absurd 
thing,  to  determine  what  are  going  to  be  market  conditions  weeks 
afterwards. 

Mr.  Rubey.  You  do  not  think  they  "would  fix  conditions  for  their 
own  benefit,  do  you  ? 

Mr.  Pabkeb.  it  has  been  done  a  very  few  times  in  the  history  of 
the  exchange. 

Mr.  Heflin.  Since  on  the  cotton  exchanges  speculation  is  carried 
on,  and  that  speculation  sometimes  becomes  gambling  pure  and  sim- 
ple, would  it  not  be  wise  for  Congress  to  provide  a  plan  by  which  all 
eontracts  had  on  every  exchange  in  the  country  should  be  made 
known? 

Mr.  Pabkeb.  My  judgment  is  that  it  should  be  done. 
Mr.  Heflin.  So  that  the  names  of  those  buying  and  the  names  of 
those  selling  and  the  amount  of  cotton  actually  deUvered  on  contracts 
should  be  known? 
3£r.  Pabkeb.  That  is  right. 
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Mr.  Heflin.  Then  we  can  tell,  at  the  end  of  the  cotton  season,  how 
much  of  that  business  has  been  Intimate  and  how  much  has  been 
pure  speculation  ? 

Mr.  Parker.  I  think  there  should  be  kept  by  the  cotton  exchange 
a  record  of  every  operation  on  the  cotton  exchange,  just  as  the  New 
York  Stock  Excnange  does,  so  that  they  could  determine  at  the  end 
of  every  day,  or  at  tne  end  of  any  month  or  year,  how  many  bales  of 
cotton  nave  been  sold,  how  many  have  been  bought,  and  so  on. 

Mr.  Heflin.  The  bill  which  I  introduced  provides  that  such  a 
record  be  kept  and  that  record  shall  be  furnished  from  time  to  time 
to  the  Secretary  of  Agriculture  and  that  anybody  and  everybody  can 
inspect  that  record  and  find  out  exactly  what  is  going  on  on  the 
exchanges. 

Mr.  rARKER.  I  am  in  thorough  accord  with  that  provision. 

The  Chairman.  Does  section  11  of  the  Lever  bill  cover  that 
proposition,  Mr.  Parker. 

Mr.  Parker.  Yes;  on  a  casual  inspection,  I  would  say  that  it 
does.  I  am  not  familiar,  Mr.  Heflin,  with  the  exact  verbiage  of 
your  bill,  but  I  think  the  Secretary  of  Agriculture  should  have  that 
power. 

Mr.  Heflin.  My  bill  is  H.  R.  9681. 

The  Chairman.  You  think  it  is  important  that  that  should  be 
done,  do  you  ? 

Mr.  Parker.  Yes;  I  think  it  is  absolutely  important. 

Mr.  Helgesen.  If  I  understood  Mr.  Young  correctly  he  stated 
that  the  local  merchant^  in  buying  from  the  farmer,  based  his  price 
on  the  exchange  prices  m  New  York,  or  New  Orleans,  or  Liverpool; 
and  as  I  imderstood  it  you  stated  that  purchases  made  on  those 
markets  are  always  made  on  the  lowest  grade  of  cotton  that  can  be 
delivered  ? 

Mr.  Parker.  That  is  true. 

Mr.  Helgesen.  Well,  has  that  the  effect  of  giving  the  Texas 
farmer  the  lowest  grade  that  can  be  delivered  ? 

Mr.  Parker.  No,  sir;  for  the  reason  that  the  Texas  merchant  will 
not  necessarily  give  the  farmer  the  same  price.  As  a  matter  of  fact 
we  sell  the  cotton  at  the  South  at  60  or  100  points  over  the  New 
York  price,  and  I  have  seen  it  at  200  points  over  the  New  York  price. 
What  the  merchant  will  do  is  this:  He  will  fix  a  price  in  relation  to 
the  prices  on  the  exchanges.  He  may  fix  it  50  points  or  100  points 
over  the  exchange  price,  or  less  than  the  exchange  price;  but  it  has 
a  relation  to  the  exchange  price;  and  a  downward  quotation,  you  see, 
may  affect  very  materially  that  relation  and  the  price  paid  to  the 
farmer. 

Mr.  Helgesen.  The  exchange  prices  do  affect  the  price  paid  to 
the  farmer  ? 

Mr.  Parker.  Very  materially.  But  while  I  do  not  think  the  farmer 
is  affected  to-day  by  conditions  on  the  exchange  as  he  was  in  the  past, 
he  would  be  affected,  except  for  the  independence  which  he  has  oeen 
enabled  to  show  in  the  last  few  years. 

Afr.  Sloan.  Have  you  a  copy  of  the  rules  of  the  New  York  Cotton 
Exchange  which  you  are  now  discussing,  relating  to  these  settle- 
ments, which  you  can  incorporate  in  your  testimony? 

Mr.  Parker.  I  think  I  can  get  a  copy. 
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Mr.  Six>AN.  It  would  be  an  interesting  thing  to  have,  and  very 
useful  to  the  members  of  the  conimittee  wio  do  not  live  in  the  cotton 
belt. 

The  Chaibman.  We  would  be  very  glad  to  have  that,  Mr.  Parker, 
and  it  will  be  placed  in  the  files  of  the  committee. 

Mr.  Pareeb.  I  will  furnish  it,  Mr.  Chairman. 

Mr.  Jacowat.  How  many  bales  of  cotton  were  sold  on  the  New 
York  Cotton  Exchange  last  year  ? 

Mr.  Pabker.  That  is  purely  a  matter  of  guess.  No  record  is  kept. 
I  estimate  that  in  all  probability,  within  the  12  calendar  months,  the 
two  exchanges  probably  sold  more  than  100,000,000  bales.  Last  year 
was  not  an  active  year.  I  think  at  times  there  have  been  many  more 
bales  than  that  sold;  but  that  is  purely  guess  work. 

The  Chairman.  You  may  proceed  with  your  discussion,  Mr.  Parker. 

Mr.  Parker.  First,  I  would  Uke  to  have  a  careful  limitation  as  to 
the  length  of  staple.  I  would  Uke  to  have  a  careful  Umitation  as  to 
the  number  of  grades  that  could  be  deUvered.  Another  limitation 
which  I  think  it  is  important  to  have 

Mr.  Haugen  (interposing).  How  do  you  suggest  fixing  the  grades ? 

Mr.  Parker.  I  would  make  the  Government  standards  the  grade, 
and  in  that  connection  I  think  the  Smith  bill  falls  into  very  serious 
error  in  undertaking  to  provide  for  two  standards  in  grades,  **Gulf" 
and  "upland."  I  am  a  practical  cotton  manj  I  use  about  80,000 
bales  of^  cotton  a  year,  and  therefore  I  am  famdiar  with  the  uses  of 
cotton ;  and  I  tell  you  that  there  is  no  necessity  whatever  for  more  than 
one  standard,  and  that  for  the  last  20  years  there  has  not  been  more 
than  one  standard  in  the  United  States,  and  if  I  were  to-day  to  send 
to  the  New  York  Cotton  Exchange  for  a  type  of  their  standard  classi- 
fication I  would  not  get  two  types,  one  illustrative  of  the  Gulf  cotton 
and  one  of  the  east  coast  cotton;  and,  furthermore,  if  you  take  the 
cotton  of  the  east  coast  and  take  the  cotton  of  the  Gulf  of  the  same 
grade  and  put  them  under  a  glass  I  will  defy  any  man  to  tell  which  is 
npom  the  east  coast  and  which  is  from  the  Gulf.  Now,  you  can  not  tell 
bjr  si^ht  the  difference  between  the  Gulf  middling  and  the  east  coast 
midcmng. 

The  (^ATBMAN.  Is  there  any  difference  in  the  body  t 

Mr.  Parker.  Oh,  yes;  there  is  a  difference  in  the  body,  and  there 
is  a  difference  in  the  character  of  the  cotton,  but  that  does  not  affect 
grades.  That  goes  to  the  value.  I  will  give  my  friend,  Mr.  Hefiin, 
a  quarter  of  a  cent  or  a  half  a  cent  more  for  his  cotton  than  for  South 
Carolina  cotton,  because  the  Alabama  cotton  has  the  better  quality 
and  character. 

Mr.  Jacowat.  The  body  and  character  of  cotton  differ  when  grown 
5  miles  apart. 

Mr.  Parker.  Yes;  they  differ  when  grown  on  the  same  farm, 
under  different  conditions.  They  differ  according  to  the  soil,  ana 
according  to  the  seed  which  is  used.  I  have,  for  mstance,  a  mill  in 
Chester,  S.  C.  We  can  not  use  a  bale  of  cotton  raised  around  Chester, 
because  it  is  so  inferior  in  character  that  I  can  not  use  it.  They  will 
use  the  Peterkin  seed,  or  the  King  seed,  which  makes  a  short  staple. 
Then,  30  miles  from  that  I  pay  them  constantly  half  a  cent  extra 
for  cotton  because  they  use  a  big  Texas  boll.    The  grade  is  the  same. 
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I  buy  them  on  the  same  grade,  but  the  character  of  the  cotton  is 
wholly  different. 

The  Chaibman.  As  to  the  length  of  staple,  I  have  had  a  good 
many  letters  from  different  cotton  men  to  the  effect  that  the  limita- 
tion of  the  staple  ought  to  be  three-quarters  of  an  inch,  instead  of 
seven-eighths,  as  fixed  in  the  bill. 

Mr.  Pabker.  It  ought  to  be  seven-eighths.  I  think  three-quarters 
b  much  better  than  now  exists.  And  1  tell  you  to-dav,  with  absolute 
confidence,  that  if  you  put  the  limitation  seven-eighths  inch,  there  is 
BO  section  of  the  South  which,  with  care,  can  not  produce  cotton  witli 
eeven-eighths  inch  staple,  and  furthermore,  that  with  the  grade  as  it 
exists  to-day,  in  my  judgment,  not  10  per  cent  of  the  cotton  of  the 
United  States  has  a  staple  less  than  seven-eighths  inch. 

The  Chairman.  Another  suggestion  which  has  come  to  me  in  my 
correspondence  is  that  this  subdivision  5  of  section  5  of  the  Lev^ 
bill  should  prohibit  the  deUvery  of  hollies  upon  contract. 

Mr.  Parker.  That  is  prohibited  by  various  exchanges  to-day. 
Thcflre  should  unquestionably  be,  in  my  judgment,  a  prohibition 
against  deUvery  of  hollies,  linters,  and  also  what  is  generally  known 
afi  machine  cotton. 

Mr.  Hawley.  What  does  that  first  word  that  you  used  mean  ? 

The  CHAiRiiAN.  I  was  going  to  ask  him  to  explain  what  the  word 
"hollies"  meant. 

Mr.  Parker.  We  do  not  have  them;  but,  as  I  imderstand  it,  the 
term  '' hollies''  is  used  where  cotton  is  picked  on  accoimt  of  being 
caught  by  a  frost  or  a  freeze  before  it  is  opened,  and  is  therefore 
immature.  The  boll  is  put  through  the  machine,  and  the  whole 
cotton  is  ginned  together,  and  therefore  it  seriously  injures  the 
staple. 

Mr.  Jacowat.  Do  they  not  boll  that  cotton  in  the  machinery  and 
thresh  it  all  out  together  ? 

Mr.  Parker.  Yes;  they  thresh  it  all  out  together.  Now,  the 
•ffiect  of  that  is  to  very  seriously  injure  even  the  good  cotton  which 
is  picked  with  the  hollies.  It  has  got  a  market.  The  hollies  have 
a  place  in  the  market,  but  it  ought  to  be  distinguished  from  the  other 
cotton,  just  as  you  would  distinguish  one  class  of  food  from  another 
class  which  is  not  of  proper  character. 

Mr.  Young.  Where  the  premature  frost  catches  our  cotton,  which 
li^appens  occasionally,  we  gather  that  boiling  and  thresh  it  out  and 
pn  it.  But  that  is  only  occasionally.  But  you  take  last  season,  for 
tostance,  in  Texas,  when  we  had  a  continuous  rainfall  from  the  time 
the  cotton  opened  until  the  last  boll  was  off.  The  cotton  boiled  all 
ci^ht,  but  the  hull  had  rotted  on  the  stalk.  The  result  was  that  when 
you  tried  to  gather  that  cotton  from  the  boll  you  could  not  do  it. 
That  forced  the  farmers  to  the  necessity  of  picking  the  whole  thing 
together,  and  then  the  improved  machinery  threshed  the  whole 
thmg  out,  but  it  did  leave  the  good  cotton. 

Mr.  Parker.  You  are  mistaken  in  saying  that  there  is  no  injury 
in  such  a  case. 

Mr.  Young.  Of  course  our  staple  was  very  much  depreciated. 
But  that  was  not  a  case  of  hollies  proper.  That  was  an  imusual 
condition. 

Mr.  Parker.  I  think  that  cotton  you  describe  would  be  called 
machine  cotton. 
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Mr.  E.  J.  Glennt.  May  I  say  a  word,  Mr.  Ghairman  ? 

The  Chaibman.  Yes,  certainly. 

Mr.  E.  J.  Glennt.  I  was  going  to  suggest  that  the  diJQFerence 
between  hollies  and  machine  cotton  is  the  difference  expressed  by 
Mr.  Young. 

Mr.  Parker.  That  is  the  difference.  And  the  difference  between 
the^  hollies  and  the  machine  cotton  does  not  necessarily  affect  the 
selling  value  of  that  cotton  on  the  cotton  exchange.  For  instance,  I 
bought,  a  few  davs  ago,  a  thousand  bales  of  cotton  that  I  baew  was. 
machine  cotton,  but  I  bought  it  with  my  eyes  open,  and  therefore  I 
bought  it  at  a  price  which  would  cover  that  waste.  Now,  what  I 
object  to  is  the  use  of  the  machine  cotton  on  the  cotton  exchangOi 
because  it  wiD  depress  the  price  on  cotton  generally  to  all  farmers. 

Mr.  Young.  Now,  take  the  reverse  of  the  proposition :  If  that  rule 
were  put  into  effect,  what  would  be  the  effect  on  that  cotton  last  year 
that  really  had  a  spinning  value  f 

Mr.  Parker.  It  would  not  affect  it  at  all.  You  would  still  get  from 
the  spinner  the  spinning  value  of  that  cotton.  The  only  thing  is  that 
you  woiild  not  be  permitted  to  depress  the  price  of  nine-tenths  of  your 
cotton  by  the  use  of  one-tenth  of  your  cotton.  I  do  not  suppose  that 
on  the  average  more  than  one-tenth  of  your  cotton  is  machme  cotton. 

Mr.  Young.  No;  last  year  was  unusual. 

Mr.  Parker.  Now,  the  effect  of  allowing  machine  cotton  to  go  to 
the  exchange 

Mr.  Rubey  (interposing) .  Will  you  explain  what  machine  cotton  is  t 

Mr.  Parker.  Machine  cotton  is  where  in  place  of  picking  the 
cotton  out  of  the  bolls  you  pick  the  cotton  in  the  bolls  as  a  body  and 
just  put  it  all  into  machinery  which  separates  the  locks  away  from 
the  bolls  and  then  gins  it. 

Mr.  Sloan.  Is  it  machine-picked  instead  of  hand-picked  cotton  t 

Mr.  Parker.  No;  it  is  not  machine-picked  cotton;  it  is  not  picked 
in  bolls,  but  it  is  picldng  the  cotton  out  of  the  bolls. 

The  Chairman.  It  is  picking  the  locks  out  of  the  bolls? 

Mr.  Parker.  Yes;  instead  of  picking  the  locks  out  of  the  bolls,  and 
leaving  the  bolls  on  the  stalk  tney  pick  the  whole  thing. 

M^/Sloan.  The  machine  separate  the  cotton  from  the  boll? 

Mr.  Parker.  Yes;  it  separates  the  cotton  from  the  boll. 

Mr.  RuBET.  Now,  you  just  used  another  expression  I  would  Uke 
you  to  explain. 

Mr.  Parker.  The  difference  between  hollies  and  machine  cotton 
is  that  boUies  is  the  immature  unopened  cotton,  which  is  passed 
through  a  machine  with  the  boll,  whereas  machine  cotton  generally 
is  opened  cotton  which  is  passed  through.  I  think  that  is  the  dis- 
tinction. 

The  Chairman.  Now,  as  to  section  5,  subdivision  5  of  the  Lever  bill 
(H.  R.  15318),  it  has  been  suggested  that  the  limitation  there  would 
deny  the  dehvery  under  contract  of  anywhere  from  15  per  cent  to  26 
per  cent  of  an  average  crop  in  the  soutn. 

Mr.  Parker.  Do  you  mean  cotton  that  is  less  than  seven-eighths 
inch  or  more  than  l|  inches  in  staple.  ? 

The  Chairman.  Yes. 

Mr.  Parker.  My  judgment  is  different.    Mv  judgment  is  that 
there  is  not  raised  in  the  United  States  exceeding  300,000  bales  of 
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cotton  less  than  seven-eighths  inch,  and  as  I  have  said,  there  is 
place,  in  my  judgment,  wnere  longer  cotton  can  not  be  raised. 

Mr.  Jacoway.  Thee  hundred  thousand  bales  of  hill  cotton,  or  bot- 
tom cotton,  do  you  mean  ? 

Mr.  Pabs:eb.  Always  hill  cotton,  or  upland  cotton,  I  should  say. 

(At  this  point  the  chairman  left  the  committee  room  and  Mr.  Lee 
took  the  chair.) 

Mr.  Lee.  If  you  are  through  with  that  point,  Mr.  Parker,  I  wish  you 
'would  briefly  give  your  views  as  to  the  strong  points  of  the  Lever  oi^^ 
the  strong  points  of  the  Smith  bill  and  of  the  Heflin  bill  and  the  Cand- 
ler bill.     Just  the  strong  points  of  each  one. 

Mr.  Parker.  My  objection  to  the  Candler  bill  is  that  it  is  one  of  de- 
struction rather  than  of  regulation.  I  favor  regulation  rather  than 
destruction. 

Mr.  Tbibble  of  Georgia.  I  should  like  to  ask  a  questi  on. 

Mr.  Lee.  Certainly. 

Mr.  Tbibble  of  Georgia.  The  Candler  bill  is  the  old  Scott  bill,  is 
it  not ) 

Mr.  Pabkeb.  Yes,  sir. 

Mr.  Tbibble  of  Georgia,  You  represent  the  New  York  Cotton  Ex- 
change, do  you  not  i 

Mr.  Pabkeb.  No,  sir. 

Mr.  Tbibble  of  Georgia.  What  is  your  position  ? 

Mr.  Pabkeb.  I  am  a  spinner  who  buys  cotton,  and  have  probably 
been  as  severe  a  critic  of  the  New  York  Cotton  Exchange  as  any 
man  in  the  United  States.     [Laughter.] 

Mr.  Jacoway.  You  have  had  differences  with  the  New  York 
Cotton  Exchange,  have  you  ? 

Mr.  Pabkeb.  Yes;  at  times.  I  therefore  for  the  reasons  given, 
favor  a  bill  of  regulation  rather  than  a  bill  of  prohibition;  although 
I  favored  the  Scott  bill  some  four  or  five  years  ago,  as  being  neces- 
sary, under  existing  conditions,  unless  it  could  be  regulated;  1  think 
we  nave  now  reached  a  period  of  regulation. 

Mr.  Maquibe.  Is  that  opinion  general  among  the  spinners  ? 

Mr.  Pabkeb.  I  think  so.  I  am  ex-president  of  the  American  Cot- 
ton Manufacturers'  Association,  and  am  chairman  of  the  committee 
on  cotton  exchanges,  and  therefore  my  views  have  received  their 
indorsement  a  number  of  times,  and  I  think  will  receive  their  indorse- 
ment again  at  the  next  meeting  of  the  association  next  week. 

Mr.  Maouibe.  Have  you  any  idea  what  the  producers  think  a 
about  it } 

Mr.  Pabkeb.  I ,  think  the  thoughtful  producers  prefer  regulation 
rather  than  prohibition.  Among  the  larger  farmers  with  whom  I 
come  in  contact  I  find  that  the  sentiment  is  growing  for  regulation 
rather  than  destruction. 

Mr.  Reilly.  Your  object  as  a  spinner  is  to  get  cheap  cotton,  is 
it  not  ? 

Mr.  Pabkeb.  No,  sir;  I  do  not  believe  in  cheap  cotton.  I  believe 
in  a  price  which  represents  a  fair  profit  to  the  producer.  If  you  can 
give  us  a  steady  price,  or  anything  approaching  a  steady  price,  I  can 
regulate  my  busmess  with  reference  to  the  price.  What  ruins  me, 
and  what  ruins  every  spinner,  is  the  condition  under  which  cotton  is 
quoted  in  December  as  14  cents,  in  March  as  11^  cents,  and  yet  in 
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that  period  there  has  not  been  a  decline  of  a  nickel  in  what  I  am 
payingf  or  my  spinning  cotton. 

Mr.  Keillt.  Who  does  the  quoting  ? 

Mr.  Pabe:eb.  The  exchange. 

Mr.  Reillt.  Still  you  want  them  to  continue  to  exist  ? 

Mr.  Pabkeb.  Yes;  but  I  want  to  regulate  them  so  as  to  make  their 
quotations  conform  to  spot  prices.  I  will  take  my  chance  on  the  law 
of  supply  and  demand  as  to  spot  cotton,  but  not  as  to  a  fictitious 
price,  telegraphed  all  over  the  world,  which  affects  the  price  of  my 
cotton. 

Mr.  Lee.  You  may  proceed  with  your  statement,  Mr.  Parker. 

Mr.  Pabkeb.  I  would  oppose  the  Candler  bill.  I  would  favor  the 
Hefiin  bill  in  its  requirement  of  publicity.    I  believe  in  publicitv. 

Mr.  Heflin.  Another  provision  of  my  bill  provides  a  penalty  for 
failing  to  comply  with  the  contract.  Do  you  not  thiuK  that  the 
exchanges  ought  to  be  conducted  in  such  a  manner  that  if  you  buy 
100,000  bales  of  cotton  of  a  certain  grade,  you  can  force  "them  to 
deliver  to  you  that  cotton  which  you  bought  i 

Mr.  Pabkeb.  Mr.  Heflin,  I  think  you  are  making  a  mistake  iq  that  * 
although  as  a  spinner  I  would  like  to  have  an  exchange  where  I  could 
buy  the  exact  grade  I  want,  I  will  tell  you  that  if  you  go  too  far  you 
will  so  restrict  the  operations  of  the  seller  that  you  are  going  to  give 
too  manv  advantages  to  the  buyer.  I  object  now  to  the  giving  of  too 
many  advantages  to  the  seller.  And  if  you  give  too  many  advantages 
to  the  buyer  that  will  also  be  injurious  to  the  trade.  That  would  oe 
an  absolute  restriction  to  one  grade  and  would  give  me  an  advantage 
over  the  seller,  and  would  ultimately  prove  a  mistake  in  the  interest 
of  both  the  producer  and  the  spinner. 

Mr.  Heflin.  In  nearly  every  other  line  of  business  that  rule  is 
followed.  For  instance,  if  I  buy  from  you  a  white  horse,  you  can  not 
deliver  to  me  a  black  horse  and  settle  for  the  difference;  you  would 
have  to  comply  with  the  terms  of  the  contract. 

Mr.  Pabkeb.  Yes. 

Mr.  Heflin.  Now,  I  am  trjring  to  get  the  cotton  exchauj^e  that 
pretends  to  deal  in  cotton  and  sells  a  grade  of  strict  middhng  and 
seta  it  at  a  certain  price,  so  conducted  tEat  the  man  who  buys,  when 
he  gets  ready  for  the  cotton  which  he  bought,  will  have  the  power  to 
ma£e  them  deliver  that  cotton.  If  that  is  not  done,  what  right  have 
they  sot  in  the  cotton  business  ?  They  set  themselves  out  as  a  place 
to  sell  and  deliver  cotton. 

Mr.  Pabkeb.  Yes;  but  I  do  not  think  you  will  find  it  practicable 
to  make  the  exchange  a  place  for  the  mill  or  the  consumer  to  buy  his 
stock  for  consumption  there.  All  that  you  can  do  is  to  say  that  the 
rules  of  the  exchange  shall  be  such  that  the  prices  reflected  on  the 
exchange  shall  be  the  same  as  the  spinner  is  paying  for  spot  cotton 
at  the  same  time  in  the  South,  and  have  a  proper  relation  to  those 
prices.  I  do  not  think  the  time  will  ever  come  when  I  will  go  to  the 
exchange  to  buv  my  stock  of  cotton,  as  a  general  rule.  That  would 
be  forme  merchant  to  do,  but  he  has  got  to  project  himself. 

Mr.  KuBBT.  A  moment  ago  you  stated  that  about  26  bales  of  cot- 
ton have  been  sold  for  every  one  that  was  raised. 
Mr.  Pabkeb.  That  is  my  guess. 
Mr.'  KuBBT.  Do  you  think  that  condition  should  continue  t 
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Mr.  Pareeb.  That  condition  is  not  quite  as  speculative  as  you 
would  think.  I  might  myself  buy  two  or  three  times  as  much  cotton 
as  I  absolutely  consume.  For  instance,  I  am  selling  goods  to-day. 
I  buy  10,000  bales  on  the  New  York  Cotton  Exchange.  Now,  I  do 
not  use  that,  except  as  a  hedge  against  my  absolute  purchase.  A 
week  afterwards  I  go  and  buy  me  spot  cotton.  When  i  do  that,  I  let 
o  my  hedge.  So  that  a  very  large  proportion  of  the  operations  on 
'  e  cotton  exchanges  are  hedges.  I  think  Mr.  Marsh  followed  opera- 
tions where  his  100  bales  of  cotton  hedged  five  times.  So  it  does  not 
necessarily  follow 

Mr.  YouNO  (interposing) .  Right  there  let  me  interrupt  you  and 
ask.  Where  it  is  a  hedge  on  your  part,  how  about  the  other  side  ? 

Mr.  Parkeb.  It  may  or  may  not  be  a  speculation  on  his  part.  We 
can  say  this,  that  if  the  rules  of  the  cotton  exchanges  are  fair  to  both 
buyer  and  seller,  speculation  is  not  necessarily  adverse  either  to  pro- 
ducer or  consumer.  I  believe  in  the  exercise  of  mercantile  judgment 
and  that  the  exercise  of  mercantile  judgment  comes  in  when  a  man, 
even  though  speculating,  anticipates  the  future  by  judging  properly 
the  conditions. 

^  Mr.  Tbibble.  Let  me  ask  you  what  you  consider  to  be  the  propor- 
tion of  the  number  of  buyers  on  the  cotton  exchange  to  the  number  of 
bales  raised  ? 

Mr.  Pabkeb.  Well,  of  course  there  would  be  just  as  many  buyers 
as  sellers. 

Mr.  Reilly.  What  advantage  has  the  cotton  exchange  over  you 
to  enable  it  to  fix  the  proper  prices  in  December  ? 

Mr.  Pabkeb.  They  have  no  advantage  in  December.  By  Decem- 
ber, the  combined  judgment  of  the  speculator  and  the  spinner  would 
be  such  that  they  could  say  that  the  supply  of  cotton  was  greater  or 
the  demand  was  greater.  The  December  price  has  praxjtically  held 
since  that  time;   there  has  been  very  Uttle  change  between  what  I 

Eaid  in  December  and  what  I  woida  pay  now;  whereas  the  prices 
xed  by  the  exchange  have  gone  down  2J  cents.  Now,  I  object  to 
that  manipulation,  which  has  forced  the  exchange  price  down,  and  I 
say  that  tne  reason  for  that  condition  is  that  the  rules  are  not  properly 
drawn. 

I  would  favor  the  Smith  bill  for  the  reason  that,  having  passed  the 
Senate,  it  could  be  amended  in  its  provisions  where  necessary.  But 
I  should  prefer  the  Lever  bill,  which  rests  upon  the  power  of  taxation, 
rather  than  the  Smith  bill,  which  rests  upon  the  power  to  control 
interstate  commerce. 

Mr.  Heflin.  What  do  you  think  of  combining  the  two  ? 

(At  this  point  the  chairman  returned  and  resumed  the  chair.) 

Mr.  Pabkeb.  I  think  that  would  be  very  proper.  There  are  good 
features  in  both  biUs. 

Mr.  Lee.  You  would  prefer  to  place  it  upon  the  taxing  power  of 
the  United  States,  would  you  ? 

Mr.  Pabkeb.  I  \^uld  prefer  to  place  it  upon  the  taxing  power.  I 
would  place  a  large  tax  on  the  operations  of  the  cotton  exchanges  not 
in  accord  with  Government  regulations.  I  would  tax  the  operations 
very  Uttle — 5  or  10  cents  a  hundred  bales — where  the  operations  were 
in  accord  with  the  Government  regulations. 

The  Chaibman.  Is  the  maximum  limit  of  taxation  fixed  in  the  biU 
hi^  enough,  in  your  judgment  ? 
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Mr.  Parker.  No.  My  judgment  is  that  it  does  not  amount  to 
enough,  at  50  cents  a  bale,  to  make  it  effective.  I  would  make  it  as 
high  as  $1  a  bale. 

Mr.  Heflin.  |1  a  bale  on  what  kind  of  contract  ? 

Mr.  Parker.  On  all  contracts  not  conforming  to  your  require* 
ments. 

The  Chairman.  You  understand,  of  course,  that  we  have  to  rest 
the  regulations  under  the  taxing  power  of  the  Government  ? 

Mr.  jParker.  Yes;  I  understand  that.  And,  furthermore,  I  want 
to  say  this,  that  I  have  been  a  critic  of  the  New  York  Cotton  Ex«- 
change — I  mention  that  particularly,  because  I  thmk  the  New 
Orleans  Cotton  Exchange  has  been  more  disposed  to  conform  to  th« 
regulatory  power  of  the  Government.  However,  I  think  there  is  a 
difference  tnere  to-day  on  the  New  York  Cotton  Exchange,  and  thai 
whatever  reasonable  rules  and  regulations  are  passed  by  Congresft 
will  be  conformed  to  by  the  exchanges. 

The  Chairman.  One  other  question:  Will  it  be  possible,  in  yout 
judgment,  for  the  parties  to  transfer  a  tax  of  5  cents  a  hundred  balea 
to  the  producer  of  the  cotton,  or  would  it  be  absorbed  i 

Mr.  rARKER.  No.  In  my  judgment,  it  would  be  absorbed  by  th* 
commission  house,  or  by  the  speculator. 

The  Chairman.  You  think  it  could  not  possibly  be  transferred  to 
the  farmer,  do  you  1 

Mr.  Parker.  No,  it  could  not,  in  my  judgment. 

Mr.  Jacowat.  You  are  familiar  with  the  Clarke  amendment  taxing 
cotton,  are  you  not  ? 

Mr.  Parker.  Yes. 

Mr.  J  AGO  WAY.  What  do  you  think  of  that? 

Mr.  Parker.  I  opposed  it,  because  I  thought  it  would  be  practically 
destructive.  I  favored  the  Smith-Lever  amendment,  because  I  fefe 
that  that  would  be  regulation,  and  not  destruction. 

Mr.  Tribble.  Then  you  are  not  opposed  to  the  exchanges  ? 

Mr.  Parker.  I  am  not  opposed  to  the  exchanges,  because  I  think 
they  are  best  for  both  producer  and  consumer  when  their  rules  are 
fair. 

Mr.  Hauqen.  Of  what  advantage  are  the  exchanges  to  you  as  a 
spinner? 

Mr.  Parker.  Well,  suppose  to-day  I  want  to  sell  my  goods  for 
December  delivery.  I  can  not  go  to  any  lot  of  farmers  and  buy 
10,000  bales  of  cotton.  I  have  got  to  have  some  place  where  I  can 
hedge  my  sales,  or  if  I  do  not  I  am  running  a  very  great  risk.  There- 
fore it  is  of  sreat  advantage  to  me  to  buy  10,000  bales  on  the  exr 
change  as  a  hedge. 

Mr.  Haugbn.  Provided  you  get  a  square  deal. 

Mr.  Parker.  Yes;  provided  I  get  a  square  deal. 

Mr.  BLkUGEN.  If  the  other  partv  is  willing  to  take  the  chance,  yoa 
are  perfectly  willing  that  he  snould  do  it? 

Mr.  Parker.  Yes;  I  am  perfectly  willing  that  he  should  do  so. 

Mr.  Sloan.  Your  hedginj^  is  insuring  against  a  possible  loss  ? 

Mr.  Pabkbr.  Yes;  insuring  against  possible  loss. 

(Thereupon,  at  12.05  o'clock  p.  m.,  the  committee  took  a  recess 
until  1.30  o'clock  p.  m.) 
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AFTEB  BEGESS. 

The  committee  reassembled  pursuant  to  the  taking  of  recess. 
STATEXEHT  OF  MB.  LEWIS  W.  PABKEBr-Contuned. 

Mr.  Pabkeb.  I  would  just  like  to  add  a  few  words  to  what  I  said 
this  morning,  Mr.  Chairman.  It  is  a  matter  more  or  less  personaL 
I  do  not  want  any  misapprehension  on  the  part  of  the  committee  as 
to  my  relation  and  the  relation  of  the  spinners  generally  to  this  ques- 
tion. I  know  the  general  impression  is  that  the  spinner  desires  low 
prices,  and  that  therefore  anjr  action  we  take  on  this  cotton  exchange 
question  would  be  with  a  view  to  getting  low  prices  for  the  com- 
modity. I  wish  to  say  I  am  willing  to  submit  all  the  records  to  you 
to  show  that  every  resolution  passed  by  the  American  Cotton  Manu- 
facturer's Association  relating  to  the  cotton  exchanges  has  been  a 
resolution  in  condemnation  oflow  prices  and  not  a  resolution  in  con- 
demnation of  high  prices.  Every  resolution  we  have  taken  has  been 
against  manipulation  in  favor  of  low  prices.  The  reason  of  that  is 
tms:  Last  December,  for  instance,  we  had  gradually  adjusted  our- 
selves in  the  sale  of  our  products  to  the  price  of  14-cent  cotton.  Now, 
I  say  to  you  gentlemen  m  all  earnestness  that  had  cotton  remained  at 
14  cents,  as  it  was  in  November  and  December,  the  spinners  of 
America  would  have  had  a  prosperous  season;  but  as  it  is  now  we  are 
losing  money.  Why?  Because  the  cotton  exchanges  fail  to  reflect 
the  price  of  the  commodity.  They  show  a  declining  price  through  the 
spring  and  summer.  In  other  words,  it  went  down  in  March  as  Tow  as 
11^  cents. 

Therefore,  the  buyers  of  cotton  goods  throughout  the  United  States 
and  throughout  the  world,  particularly  abroad  in  China,  notice  the 
cotton  exchange  (quotations.  They  do  not  know  what  I  am  paying 
for  cotton  down  in  the  South;  they  are  dealing  by  the  cotton  Quo- 
tations; they  are  following  the  cotton  exchange  quotations,  and  they 
have  noticed  a  declining  market  from  December.  As  a  matter  of 
fact  spot  cotton  I  have  to  spin  has  not  declined  one  cent  in  that 
period.  What  is  the  result?  When  I  ask  the  same  prices  for  mv 
goods  I  asked  in  last  November  the  buyer  says,  ''Oh,  the  mischiei; 
you  are  asking  me  an  unfair  price.  Cotton  has  gone  down  2^  cents 
a  pound  and  you  are  asking  me  the  same  price  for  your  goods  as  you 
asKed  me  in  November."  ^ 

Therefore,  what  the  spinner  asks,  is  for  you  to  so  regulate  the  ex- 
changes that  they  will  truly  reflect  spot  prices,  spot  prices  being 
made  by  the  natural  law  of  supply  and  demand.  I^ou  do  that,  we 
wUl  accept  our  medicine,  even  iJ  it  comes  high.  We  will  be  pro- 
tected against  manipulated  declines;  and,  as  I  said,  they  nave 
seriously  affected  the  cotton  industry  year  after  year  during  the  last 
four  or  five  years. 

That  is  what  we  ask.  We  are  not  for  low  prices ;  we  favor  reasonable 
and  fair  prices .  I  am  a  Southern  man ;  75  per  cent  of  my  stockholders 
are  residents  in  South  Carolina.  A  large  part  of  them  are  farmers, 
and  they  are  interested  in  my  plants  because  thev  think  those  plants 
are  a  benefit  to  them.  But,  gentlemen,  while  I  favor  a  fair  price  for 
the  commodity,  at  the  same  time  I  earnestly  ask  for  regulation  against 
manipulation. 

That  is  all  I  ask  for. 
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STATEMENT  OF  MB.  FTTLIEB  E.  CALLAWAT,  OF  LAOKAVGE, 
GA..  AGEICUITTTBIST,  HEBCHAHT,  MAEVFACTUBEB,  AED 
BAEKEB. 

Mr.  Lee.  Mr.  Callaway,  give  us  your  name  and  where  you  are  from 
and  state  in  what  way  you  appear  before  the  committee. 

Mr.  Callaway.  Fuller  E.  Cfallaway,  of  LaOrange^  Ga.  I  am  an 
agriculturist,  a  merchant,  a  manufacturer,  a  banker,  a  warehouse- 
man, and  a  mmer. 

Mr.  Lee.  Now,  Mr.  Callaway,  in  your  own  way,  I  would  be  glad 
if  you  will  tell  us  what  you  know  about  these  bills. 

Mr.  Callaway.  I  have  just  typed  oflF  in  my  own  way  the  amend- 
ments I  would  suggest,  and  I  wQl  pass  copies  around,  and  possibly 
for  the  benefit  of  each  member  of  tne  committee,  if  they  would  take 
these,  they  can  read  from  them  and  follow  me  as  I  go  along  and  ask 
questions.  I  am  not  a  speaker,  and  I  would  be  gle^  for  you  to  ask 
me-  any  questions  you  desire,  because  they  remind  me  to  say  some- 
thing 1  probably  would  not  otherwise  say. 

I  would  suggest,  first,  the  adoption  of  standard  Government 
grades  of  upland  cotton,  and  one  standard  only,  and  we  would  rec- 
ommend the  eUmination  of  middling  fair  and  good  ordinary,  as  there 
is  very  little  of  these  grades,  and  the  addition  of  gooa  middling 
tinged,  strict  middling  tinged  and  middling  tinged,  as  a  good  pro- 
portion of  these  grades  is  raised  every  year. 

There  are  nine  grades,  I  think,  xmder  the  present  plan,  and  they 
are  all  white  cottons.  Two  of  those  are  the  highest  and  lowest 
grades.  There  are  not  many  of  them  used  or  sola  as  compared  to 
middling  ones,  and  if  you  cut  those  two  out  and  put  in  three  grades  of 
tinges,  of  which  there  are  many  sold  and  used,  and  good  commercial 
cotton,  what  I  suggest  there  would  inchide  a  large  range  of  crops, 
the  largest  per  cent  of  the  nine  grades  to-day,  and  a  better  ran^e  of 
crops  K>r  the  spinner  to  take,  because  they  have  high-grade  tmges 
everywhere,  very  high-grade  cottons,  and  preferred  in  many  cases 
really  to  white  cottons. 

I  guess  there  is  no  doubt  they  will  have  one  standard  only,^  because 
they  do  not  have  two  yardsticks  different  from  36  inches  apiece,  and 
I  believe  the  United  States  has  voted  down  two  standards  of  money. 
They  will  always  get  confused  on  a  double  standard.  I  do  not  think 
the  New  York  Cotton  Exchange  has  two  standards  now.  Have  they 
two  standards  ? 

Mr.  Mabsh.  No;  only  one. 

Mr.  Callaway.  I  think  that  would  certainly  confuse,  and  cer- 
tainly we  want  to  get  a  fair,  practical  plan,  and  not  one  that  would  be 
confusing. 

"Mr.  HuMPHBEYS  of  Mississippi.  You  refer  now  to  those  upland  and 
gulf  cottons  that  are  mentioned  in  the  Smith  bill  ? 

Mr.  Callaway.  Yes,  sir. 

Mr.  Humphreys  of  Mississippi.  You  think  there  ought  to  be  one 
grade? 

Mr.  Callaway.  Only  one. 

Mr.  Humphreys  Of  Mississippi.  May  I  ask  you  about  section  3  of 
the  Smith  bUlt 
Mr.  Callaway.  Is  No.  110  the  Smith  bill? 
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Mr.  Humphreys  of  Mississippi.  Yes.  Section  3,  page  4.  What  do 
you  say  about  that  ? 

Mr.  Callaway.  Well,  it  does  not  make  any  difference  whether  you 
leave  that  in  or  not.  All  these  cottons  are  traded  in  by  private  treaty; 
and  this  does  not  change  that  at  all. 

Mr.  Humphreys  of  Mississippi.  There  is  not  any  future  market  for 
long  staple  is  there  ? 

Mr.  Callaway.  No,  sir. 

Mr.  Humphreys  of  Mississippi.  Is  there  any  occasion,  then,  to 
legislate  on  the  subject? 

Mr.  Callaway.  I  do  not  see  any  use  for  it.  I  do  not  see  any  harm 
that  it  does,  and  I  do  not  knbw  of  any  good  it  does. 

Mr.  Humphreys  of  Mississippi.  I  thmk  I  will  be  able  to  demonstrate 
to  you  there  is  harm  in  it;  but  do  you  see  any  good  in  it  t 

Mr.  Callaway.  I  do  not. 

Mr.  Humphreys  of  Mississippi.  There  is  no  future  market  for  long- 
staple,  is  there  ? 

Mr.  Callaway.  Not  to  my  knowledge.  Now,  taking  up  my  second 
suggestion.  The  abolishment  of  fixed  differences  and  tne  substitu- 
tion therefor  of  commercial  differences  to  be  determined  by  the  Secre- 
tary of  Agriculture  and  based  on  the  actual  commercial  differences 
prevailing  in  spot-cotton  markets. 

Now,  the  fixed  difference  is  one  of  the  great  troubles  with  the 
New  York  Cotton  Exchange.  Two  or  three  times  a  year  they  decide 
what  the  differences  will  be  effective  for  the  next  three  or  four  or  five 
months  ahead,  while  the  actual  differences  fluctuate  just  as  much  as 
cotton  does,  and  often  times  more  so,  and  caused  bv  thmgs  nobody  can 
foresee.  The  weather  has  a  great  deal  to  do  with  it,  because  if  thej 
have  a  bad  storm,  right  afterwards  they  have  very  low  grades,  and  it 
will  be  cheaper  if  they  have  lots  of  bad  weather;  and  if  they  have 
good  weather,  they  will  have  higher  grades,  and  get  better  prices,  and 
therefore  they  ought  to  be  set  from  day  to  day  and  from  week  to  week 
as  the  actual  commercial  fluctuations  take  place  between  the  grades. 

Mr.  RuBEY.  Explain  what  you  mean  by  differences. 

Mr.  Callaway.  On  a  contract  for  10  bales  of  cotton,  basis  mid- 
dling, they  let  you  deliver  any  of  the  nine  grades.  There  are  now  23 
^aoes  on  the  New  York  Cotton  Exchange,  and  they  have  a  fixed  dif- 
ference for  the  grades  delivered  under  the  contract.  What  we  want 
is  for  them  to  deliver  at  the  commercial  differences.  For  instancCi  if 
it  i3  good  ordinary  that  they  deliver,  which  sells  for  3  cents  below 
basis  middling,  if  they  sell  you  basis  middling  at  12^  cents  and  deliver 
you  good  ordmary  they  would  bill  it  to  you  at  9^  cents. 

Mr.  Sloan.  Is  this  objection  you  are  speakiog  of  on  the  New  York 
Cotton  Exchange  duplicated  on  the  New  Orleans  Cotton  Exchange? 

Mr.  Callaway.  It  used  to  be,  but  the  New  Orleans  Cotton  Ex- 
change has  adopted  the  Government  standards  and  allows  you  to 
retender  without  re-certification;  but  there  is  one  thing  they  do  wrong- 
which  they  should  not  do :  They  have  variations  from  me  Gfovemment 
standards.  Generally  they  hold  themselves  out  to  the  world  that  they 
have  adopted  the  Government  standards  when  in  fact  they  have  gone 
beyond  that  and  have  variations  beyond  each  one  of  those  standards. 
Is  that  not  so,  Mr.  Glenny  ? 

Mr.  Glenny.  They  base  on  the  Government  standards,  and  the 
deliveries  are  based  on  the  Government  standards. 
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Mr.  Cal-laway.  But  you  deliver  other  cotton  than  the  Government 
Btandards  ) 

Mr.  Glennt.  It  is  within  the  Governinent  standards  of  cotton. 

Mr.  Calxaway.  It  is  a  change  of  the  tinges  or  something  like  that 
down  to  them,  which  is  a  little  different  from  the  government  stand- 
ards, and  you  knock  something  off  from  them  ? 

Mr.  Glenny.  For  the  benefit  of  the  southern  producer. 

Mr.  Callaway.  You  know  all  of  the  cotton  exchanges  work  for 
the  benefit  of  the  producer,  just  like  the  missionaries  to  China? 

Mr.  Glenny.  You  need  not  put  it  just  that  way. 

Mr.  Callaway.  I  want  you  to  put  it  like  this. 

Mr.  Glenny.  But  your  proposition  ia  to  limit  them  to  nine  grades, 
and  you  would  have  a  contract  this  year  which  would  have  been 
unworkable. 

Mr.  Callaway.  Well,  we  used  to  think  we  could  not  work  under 
the  Sherman  law,  but  we  have  found  out  we  could  get  along  just  as 
well. 

Mr.  Hawley.  Do  they  have  fixed  differences  in  New  Orleans  ? 

Mr.  Callaway.  No,  sir;  they  have  commercial  differences,  and 
settle  on  the  differences  in  the  New  Orleans  market. 

Mr.  Lee.  One  market  could  be  manipulated,  in  other  words? 

Mr.  Callaway.  It  could  be  manipulated.  For  instance,  if  I  would 
buy  5,000  bales  of  cotton  at  New  Orleans  and  started  taking  it  at  the 
present  commercial  differences  over  what  I  bought,  and  suppose,  say. 
that  middling  fair  was  1  cent  "on  "  when  they  started  in  to  deliver,  ana 
suppose  midoling  fair  was  a  half  a  cent  higher  everywhere  else  in  the 
South,  as  long  as  the  man  who  went  short  that  cotton  can  go  out  on 
the  market  and  buv  and  deliver  to  me  and  get  1  cent  premium  on 
my  contract,  then  New  Orleans  middling  fair  cotton  is  1  cent  "on,'' 
because  the  buyer  is  paying  it,  and  even  though  the  commercial  differ- 
ence is  only  a  half  a  cent  in  Galveston,  Houston,  Atlanta,  Mobile,  and 
everywhere  else  a  half  a  cent  difference  would  be  the  right  commercial 
difference,  rather  than  the  New  Orleans  difference.  It  is  not  by 
manipulation;  it  just  happens  that  way.  If  you  have  the  difference 
there  a  man  taking  up  cotton,  the  buyer  could  get  it  by  paying  that 
margin,  and  he  does,  although  that  is  not  the  real  difference  in  that 
market,  although  that  is  the  conmiercial  difference  in  the  balance 
of  the  belt. 

I  do  not  know  whether  I  have  made  that  clear  to  you  or  not.  It 
is  clear  to  me^  but  sometimes  I  get  a  thing  so  clear  to  myself  that  I 
can  not  explain  it  to  anybody  else. 

Now,  first,  I  would  have  standard  Government  grades;  second,  the 
abolishment  of  fixed  differences;  and  my  idea  would  be  to  let  the 
department  determine  which  eight  towns,  and  change  them  every 
week  if  they  wanted  to.  I  have  found  that  the  Government  is  pretty 
good  on  everything  they  go  at;' they  are  very  impartial  and  pretty 
reliable,  and  everything,  from  a  $20  gold  piece  down,  with  the  Gov- 
ernment's stamp  on  it,  I  am  willing  to  accept.  I  beUeve  they  are 
better  than  the  private  individual. 

Now,  taking  up  my  third  proposition:  Each  contract  or  unit  of  100 

bales  to  call  for  an  even-running  delivery — that  is,  the  entire  100  bales 

of  one  grade — the  seller  to  have  the  privilege,  however,  of  tendering 

mixed  or  assorted  grade  deliveries  within  the  range  of  the  standard 

Government  grades,  by  paying  a  penalty  of  $1  per  bale  to  compensate 
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the  buyer  for  handling  mixed  instead  of  even-running  deliveries,  but 
not  more  than  one  grade  to  appear  on  any  one  certificate  of  tendered 
cotton. 

It  is  only  fair  that  the  buyer  of  cotton  have  an  invoice  or  itemized 
bill  of  what  he  is  paying  for,  which  would  be  the  effect  of  this  provision. 
As  it  is  noW;  in  New  i  ork  a  man  can  deliver  aU  or  a  mixed  lot  of 
these  23  different  grades — 3  top  and  bottom,  3  middling  fair,  3  good 
ordinary,  etc. — and  send  the  whole  range  of  them  to  you,  and  they 
do  not  laentify  them  when  they  invoice  the  cotton;  that  is  to  say, 
here  is  a  bill  for  100  bales  of  cotton  weighing  50,000  pounds;  there 
are  1  bale  of  strict  middling,  2  of  fully  middling,  4  of  strict  mid- 
dling, 6  middliujg,  2  good  middling  tinged,  etc.  They  do  not  tell 
you  which  bale  is  which,  understand.  Tnere  is  no  mark  or  identifi- 
cation table  to  it;  there  are  no  ta^  attached  to  it  for  each  of  those 
grades.  It  is  like  a  butcher  bringmg  you  a  bill  just  for  beefsteak  and 
porksteak  and  brain,  etc.,  and  he  won't  tell  you  what  was  bought 
each  day.  You  would  go  after  him,  and  you  would  want  an  item- 
ized accounting. 

Here  is  one  of  the  bills  I  picked  up  in  New  York,  which  I  think 
actually  demonstrates  the  condition.  Here  are  14  different  grades 
of  cotton  in  that  100  bales.  Now,  they  do  not  identify  that  100 
bales.  They  say  there  is  one  bale  of  strict  middling  in  there,  but  I 
have  got  to  go  through  the  100  bales  and  find  it;  they  have  no 
identification  mark  on  it.  It  is  just  like  a  ''pig  in  a  poke.  I  think 
every  bale  should  be  tagged.  It  is  the  only  place  I  know  of  where 
you  Duy  a  lot  of  mixed  stuff,  and  you  can  not  check  it  off  from  the 
bin.  This  is  a  cotton  invoice  for  100  bales  of  cotton,  and  there  are 
14  grades  on  it.  Suppose  I  ship  to  you  this  100  bales  of  cotton,  and 
here  are  4  bales  of  this,  and  3  bales  of  that,  and  2  bales  of  this,  and  3 
bales  of  that.  I  won't  tell  you  which  bale  is  which.  You  have  got 
to  find  out  yourself. 

Mr.  Haugen.  How  can  you  find  out  yourself? 

Mr.  Callaway.  There  is  no  way. 

Mr.  Sloan.  Suppose  you  were  suing  on  a  breach  of  the  contract; 
how  would  you  snow  the  correctness  or  the  incorrectness  of  the 
classification  ? 

Mr.  Callaway.  I  do  not  know,  sir. 

Mr.  Sloan.  Could  any  cotton  expert? 

Mr.  Callaway.  I  do  not  know  how  he  could.  I  would  like  to  know 
from  the  gentleman  here  from  the  New  York  Cotton  Exchange. 

Mr.  Marsh.  I  would  like  to  say  any  gentleman  taking  up  cotton 
in  New  York,  and  who  knows  cotton,  can  identify  every  bale  the  day 
he  receives  the  cotton,  because  he  receives  a  sample  with  every  bale. 
It  is  delivered  to  him  with  a  tag  on  the  sample  identifying  the  bale. 
If  he  does  not  know  cotton,  if  ne  is  going  by  the  mere  name,  good 
middling  or  strict  middling,  or  whatever  it  may  be,  he  would  not  be 
able  to  identify  the  grade;  but  he  receives  a  sample  for  every  bide 
delivered  to  him,  or  every  100  bales  deUvered  under  the  contract. 

Mr.  Callaway.  Does  that  sample  have  the  mark  number  of  the 
bale  on  it  ? 

Mr.  Marsh.  Certainly. 

Mr.  Callaway.  I  took  up  5,000  bales,  and  I  had  no  way  of  iden- 
tifying the  invoice  with  eacn  bale  in  this  way. 

Mr.  Marsh.  That,  I  think,  was  some  years  ago. 
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Mr.  Cone.  Is  that  not  4  years  old,  Mr.  Callaway? 

Mr.  Callaway.  Yes,  six:  here  are  the  certificates.    They  do  not 

five  any  mark  number.  There  is  the  certificate  that  goes  with  those 
ales.  There  are  the  bales.  Here  are  the  warehouse  certificates, 
and  if  there  is  any  mark  number  on  that  bale,  on  either  one  of  these, 
you  gentlemen  can  find  it. 

Mr.  Sloan.  Do  I  understand  you  to  say  there  is  a  number  on  this 
sample,  and  there  is  a  corresponding  number-on  the  bale  ?  And  by 
taking  the  sample  it  would  direct  you  inmiediately  to.  the  bale  ? 

Mr,  Marsh,   i  es,  sir. 

Mr.  Six) AN.  In  each  case  ? 

Mr.  Marsh.  In  each  case. 

Mr.  Callaway.  Is  not  that  number  the  number  of  the  individual 
certificate  instead  of  the  bale  ? 

Mr.  Marsh.  On  those,  yes. 

The  Chairman.  Have  you  changed  your  practice  in  that  regard  ? 

Mr.  Marsh.  My  recollection  is  we  changed  that  in  1911.  I  might 
state,  for  the  information  of  the  committee,  that  when  cotton  is 
tendered  in  New  York  a  large  sample  is  drawn  from  each  bale.  That 
large  sample  is  divided  into  three  parts,  and  on  each  part  is  put  the 
tag  indicating  the  bale.  One  sample  goes  immediately^  to  the  classi- 
fication committee  to  be  passed  upon  by  the  classification  committee 
as  to  grade.  The  second  sample  is  kept  permanently — is  immediately 
wrapped  up  and  kept  permanently  to  be  used  in  case  of  an  appeal — 
and  tne  third  sample  is  given  to  the  deliverer  of  the  cotton,  who  is 
compelled  by  the  laws  of  the  exchange,  as  soon  as  he  makes  deliv- 
ery of  the  cotton,  to  pass  it  on  to  the  receiver. 

Mr.  Callaway.  Then  that  is  all  right;  that  is  all  we  ask  for,  only 
we  ask  you  to  make  it  a  law  so  they  can  not  change  it  by  their  rules. 

Mr.  Cone.  It  is  a  law. 

Mr.  Callaway.  Not  by  the  United  States  Government  ? 

Mr.  Cone.  Oh,  no. 

Mr.  Callaway.  You  change  your  laws.  I  have  seen  you  change 
them  up  there;  and  if  it  is  tne  United  States  law,  then  you  can  not 
change  it.  It  is  all  right;  it  has  come  out  just  like  I  want  it,  and 
let  us  keep  them  there. 

Mr.  Pajbkeb.  There  is  nothing  on  that  sample  to  indicate  what  grade 
covers  it. 

Mr.  Marsh.  A  man  who  buys  cotton  is  supposed  to  know  cotton. 
We  assume  a  person  buying  cotton  knows  cotton. 

Mr.  Parker.  You  people  might  give  the  information  to  the  ex- 
change, but  you  won't  give  me  the  classification  of  that  bill. 

Mr.  Callaway.  If  he  wiU  give  it  to  me  that  is  just  what  I  want  to 
know.  He  has  agreed  to  my  proposition  here,  to  tag  and  identify 
each  bale.     Is  that  right,  Mr.  Marsh;  that  is  the  present  rule? 

Mr.  Mabsh.  That  is  the  present  rule. 

Mr.  Callaway.  You  see  no  fault  with  it  ? 

Mr.  Mabsh.  I  see  no  fault  with  it. 

Mr.  Callaway.  All  right,  we  will  drop  that.  Whenever  you  get 
a  man  to  agree  with  you,  talk  about  Irish  potatoes. 

The  Chairman.  Do  you  think  that  section  6  covers  that  proposition  ? 

Mr.  Callaway.  Which  section  is  that  ? 

The  Chairman.  At  the  top  of  pajge  5,  subsection  6  of  section  5. 
Read  that  into  the  record  and  see  if  it  does. 
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Mr.  Callaway.  No,  sir.  Tliat  is  the  thing  I  objected  to  when  Mr. 
Parker  was  on  the  stand — oh,  6:  "Provide  tnat  an  tenders  of  cotton 
under  such  contract  shall  be  the  fuU  number  of  bales  involyed  in  the 
contract,  and  that  the  person  making  the  tender  shall  give  to  the  per- 
son receiving  the  same  five  days'  notice  of  the  date  of  delivery,  which 
notice  shall  state  the  grade  of  each  individual  bale  to  be  delivered, 
with  adequate  identification  thereof." 

I  think  that  is  all  right. 

TheCHAiBMAN.  With  adequate  identification  thereof? 

Mr.  Callaway.  Yes,  sir. 

The  Chaibman.  You  think  that  covers  it  ? 

Mr.  Callaway.  Yes,  sir. 

The  Chaibman.  Do  you  agree  to  that  Mr.  Parker  t  Do  you  think 
that  covers  it? 

Mr.  Pabkeb.  Yes. 

Mr.  Uaugen.  Mr.  Chairman,  I  think  we  should  have  these  invoices 
printed  into  the  record. 

Mr.  AiABSH.  Mr.  Chairman,  may  I  suggest  as  these  are  four  years 
old  and  do  not  represent  the  present  status  of  affairs,  that  there 
should  be  some  notation  in  the  record  to  the  effect  that  they  do  not 
represent  the  correct  status  of  affairs  at  the  present  time. 

Mr.  Callaway.  I  am  willing  Mr.  Marsh  should  state  that. 

The  Chaibman.  With  that  explanation,  Mr.  Marsh,  you  have  no 
objection  ? 

Mr.  Mabsh.  Not  the  slightest. 

TheCHAiBMAN.  Without  objection  they  will  be  inserted  in  the 
record. 

Mr.  Callaway.  And  with  the  further  statement,  Mr.  ChairmaBi 
that  they  agree  with  my  proposition  and  that  is  now  the  rule  of  the 
exchange. 

(The  mvoices  above  referred  to  are  as  follows:) 

No.  S  49.  .  Nbw  York,  Ma^  f ,  tno. 

HopkuiB,  Dwight  &  Co.  to  Craig  h  Jenks,  Dr. 

27  William  Street. 
Terms  cash.    Payable  by  certified  check. 

MarksA.    914 28  Store.    Au.  D.  13 9 

15 24  26 99 

16 10 

17 6 

3600 26 

1 9 

3 2 

4 3 

10 1 

108B/C  108B/O 

108  B/C,  weighing  49,778  lbs. 

Less  aUowance,  88  lbs.  net,  49,690  lbs.,  (^  14.50 7, 205. 05 

\  cost  inspection,  classification,  and  certificate,  @12ic 13. 50 

Premium  for  staple 7, 218. 55 

For  grade,  46.48  off  middling ;..      213.85 

Storage  and  labor,  paid  to  4/4  allowance 2L  60 

235.46 


Paid  on  account, Amount  due 6, 983. 10 
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CLASSIFICATION. 


Bftb^ 

Above  middling. 

lOOtbs. 

Bales. 

Below  middling.     ' 

ibotbs. 

F&lr & 

Strict  middling  fair ® 

Middling  fair & 

Strict  good  middling,  5 ® 

Fally  good  middling ® 

Good  middling.  10. 22 & 

Barely  good  niuddling @ 

Strict  middling,  19.1.6.6...<»      22 

FuUy  middUng.  1. 1 ® 

Strict  good  middling  tinged, 

4.8 @       11 

Middling,  4.2 Basis. 

Good  ndddling  tinged &     ** 

At*]?,  wgt.,  480.10;  total  above  mid- 

MiddUng. ©Basis. 

Good  middling  tinged,  1. 1®     « 

Barely  middling.  3. 1 ®       12 

Strict  low  middling,  10.6. 

12.1 9       26 

Fully  low  middling,  6.7. 

6.2.1.1 m       42 

Low  middling,  1. 4. 1. 4. 1  .@       60 
Strict  good  ordinary,  1. 

2.3.1 ^    1.06 

Good  ordinATv,  2. 1. 1 ©    1.75 

Strict  middling  tinged,  3. 

1.4.1...................©        15 

Middling  tinged,  1.3.4.2  M      25 
Strict  low  middling 

tinged,2.6.Ll ©       60 

Low  middling  tinged,  1..©    L60 
Middling  stained,  1 ©       75 

Total  below  middling. 

1 
2 

6 

22 

22 

2 
4 

19.2 

22 

11 

7 

4 
9 

10 
9 

1 
1 

48 

476 

924 
660 

785 
700 

136 
260 

640 

160 

76 

9 

44 

99 

4,602 

Total  on  middling 

Total  off  middling 4,692 


£.  &  O.  £. 


4,64S 


No.  84.    108  B/0.    49,778  lbs.    Elm  City. 

No.  26 99  B/c. 

13 9     '' 

(Stamped  to  Apr.  4, 1910.)    8323. 

New  York  Cotton  Exchanob. 

officb  of  inspector  in  chief. 

28  Bales  compressed. 
No.  226153.  Bales  uncompressed* 

I  hereby  certify  that  (28)  twenty-eight  bales  of  cotton  described  in  storage  receipt 
No.  17854  of  the  American  Dock  &  Trust  Co.  26,  dated  March  30,  1910,  with  which 
receipt  this  certificate  is  identified  as  lot  No.  A-914,  mark,  P  £  II,  28  bales  were 
classed  by  the  classification  committee  as  follows: 

This  classification  is  in  accordance  with  and  subject  to  the  existing  standards  of 
the  New  York  Cotton  Exchange. 

This  certificate  will  expire  April  1, 1911. 

This  certificate  was  delivered  by  the  inspection  bureau  April  18,  1910.  12,526 
pounds  weight. 

GRADES. 


.Fair. 

.Strict  middling  fair. 
.Middling  fair. 
.Strict  good  middling. 
.Fully  good  middUng. 
.Oooa  middling. 


Barely  good  middling. 

1  Strict  middling. 

1  Fully  middling. 

4  Middling. 

Barely  middling. 

10  Strict  low  middling. 


6  Fully  low  middling. 
1  Low  middling. 
. . .  Strict  good  ordinary. 
...Good  ordinary. 

. . .  Strict  gd.  mid.  tinged. 


1  Good  mid.  tinged. 

3  Strict  mid.  tinged. 

1  Middling  tinned. 
,...  Strict  low  mia.  tinged  • 
, . .  .Low  middling  tinged  • 
. . . .  Middling  stained. 


Checked  by  H.  J.  M. 

And  that  tine  grades  ,as  specified  above  are  correct. 

(Stamped:)  Duplicate  samples  asked  for  May  12,  1910. 

New  York,  AprU  1, 1910. 

(Canceled.) 


irupectOT  in  Chief. 

ThJB  certificate  not  valid  unless  signed  either  by  the  inspector  in  chief  or  by  the 
chairman  of  the  warehouse  and  delivery  committee. 
Subject  to  the  by-laws  and  rules  of  the  New  York  Cotton  Exchange. 
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(Stamped  to  April  4, 1910.)    8323. 

Nbw  Yobk  Cotton  Ezghanob. 


OFFEOB  Of  INSPBOTOB  IN  OHIBF. 


No.  225130. 


24  bales  compressed. 
bales  uncompressed. 


I  hereby  certify  that  (24)  twenty-four  bales  of  cotton  described  in  storage  receipt 
No.  17855  of  the  American  Dock  &  Trust  Co.,  26,  dated  March  30,  1910,  with  which 
receipt  this  certificate  is  identified  as  lot  No.  A-915,  mark,  P  £  II,  24  bales  were 
classed  by  the  classification  committee  as  follows: 

This  classification  is  in  accordance  with  and  subject  to  the  existing  standards  of  the 
New  York  Cotton  Exchan^. 

This  certificate  will  expire  April  1, 1911. 

This  certificate  was  delivered  by  Uie  inspection  bureau  April  13,  1910.  11,791 
pounds  weight. 

GRADES. 


.Fair. 

.Strict  middling  fiftlr. 
.Middling  fair. 
.Strict  good  middling. 
.  Full  V  good  middling. 
,Qood  middling. 


. . .  .Barely  good  middling. 
Strict  middling. 

1  fuUv  middling. 

2  middling. 

3  barely  middling. 

5  strict  low  middling. 


7  folly  low  middling. 
4  low  middling. 
1  strict  good  ordinary. 
....OoodTofdinary. 
....Strict  good  middling 
tinged. 


....  Good  middling  ttngad. 
1  strict  middling  tlngiid. 
...Middling  tinged. 
...S'tlowmldl^ged. 
....Low  middling  tinged 
...Middling  stained. 


Checked  by  M.  J.  P. 

And  that  the  grades  as  specified  above  are  correct. 

New  York,  AprU  1, 1910. 

^Stamped:)  Duplicate  samples  asked  for  May  12, 1910. 

(Canceled.) 


Jrupector  in  Chief, 

This  certificate  not  valid  unless  signed  either  by  the  inspector  in  chief  or  by  the 
chairman  of  the  warehouse  and  delivery  committee. 
Subject  to  the  by-laws  and  rules  of  the  New  York  Cotton  Exchange. 


(Stamped  to  Apr.  4, 1910.) 

Nbw  York  Cotton  Ezghanob. 


OFFICB  OF  IN8PBGT0B  IN  CHIET. 


No.  223946. 


10  Bales  compressed. 
Bales  uncompressed. 


I  hereby  certify  that  (10)  ten  bales  of  cotton  described  in  storage  receipt  No.  17856 
of  the  American  Dock  &  Trust  Ck).  26,  dated  March  30, 1910,  with  which  receipt  this 
certificate  is  identified  at  lot  No.  A-916;  mark,  PET.  10  bales  were  classed  by  the 
classification  committee  as  follows: 

This  classification  is  in  accordance  with  and  subject  to  the  existing  standards  of  the 
New  York  Cotton  Exchan^. 

This  certificate  will  expire  April  1,  1911. 

This  certificate  was  delivered  by  the  inspection  bureau  April  18,  1910.  4,522 
pounds  weight. 

GRADES. 


.Fair. 

.Strict  middling  folr. 
.Middling  fair. 
.Strict  good  middling. 


2  Good  middling. 

...Strict  middling. 

...Middling. 

. . .  Strict  low  middling. 

...Low  middling. 


2  Strict  good  ordinary. 
...Good  ordinary. 
..  .Strict  good  M.  tinged. 
1  Good  Sad.  tin^ 
4  Strict  Mid.  tinged. 


3  Middling  tinged. 
2  Strict  low  M.  tinged. 
..  .Low  middling  tinied. 
...Middling  stained. 


Checked  by  H.  J.  M. 

And  that  the  grades  as  specified  above  are  correct. 

New  York,  April  1,  1910. 
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([Stamped:)  Duplicate  samples  asked  for  May  12, 1910. 

This  certincate  not  valid  unless  signed  either  by  the  inspector  in  chief  or  by  tha 
chairman  of  the  warehouse  and  delivery  committee. 
Subject  to  the  by-laws  and  rules  of  the  New  York  Cotton  Exchange. 
(Cttncelled.) 


Inspector  in  Chi^. 


(Stamped  to  Apr.  4, 1910.) 

New  York  Cotton  Exohanob. 


OFFIOS  OF  INBPECTOB  IN  CHIEF. 


No.  223913. 


5  bales  compressed. 
bales  uncompressed. 

I  hereby  certify  that  (5)  five  bales  of  cotton  described  in  ston^e  receipt  No.  17857 
of  the  American  Dock  &  Trust  Co.,  26  dated  March  30, 1910,  with  which  receipt  this 
certificate  ia  identified  as  lot  No.  A-917,  mark,  P  E  T,  5  bales  were  classed  Dy  the 
dasmfication  coihmittee  as  follows: 

This  classification  is  in  accordance  with  and  subject  to  the  existing  standards  of 
the  New  York  Cotton  Exchange. 

This  certificate  will  expire  April  1, 1911. 

This  certificate  was  delivered  by  the  inspection  bureau  April  18,  1910.    2,255 
pounds  weight. 

QRADE8. 


.Fair. 

.Strict  middling  fair. 
.MiddlJng  fair. 
.Strict  gw)d  middling. 


...Good  middling. 
...Strict  middling. 
...Middling. 
, . . .Strict  low  middling. 
1  Low  middling. 


2  Strict  good  ordinary. 

2  Oood  ordinary. 
. . .  .Strict  good  M.  tinged. 
....Good  Mid.  tinged. 
....Strict  ICid.  tinged. 


.Middling  tinged. 
.Strict  low  M.  tinged. 
.Low  middling  tinged. 
.Middling  stained. 


Checked  bv  H.  J.  M. 

And  that  the  grades  as  specified  above  are  correct. 

New  York,  April  1, 1910. 

(Ctoceled.) 


Irupeetor  in  Chief  . 

This  certificate  not  valid  unless  signed  by  either  the  inspector  in  chief,  or  by  the 
chairman  of  the  warehouse  and  deliverv  commitlee. 
Subject  to  the  by-laws  and  rules  of  the  New  York  Cotton  Exchange. 
(Stamped):  Duplicate  samples  asked  for  May  12, 1910. 


(Stamped  to  Apr.  4, 1910.) 

New  Yobk  Cotton  Exohanob. 


OFFICE  OF  INSPBOTOB  IN  CHIEF. 

26  Bales  compressed. 
No.  225247 .  Bales  imcompressed. 

I  hereby  certify  that  (26)  twenty-six  bales  of  cotton  described  in  stora^  receipt 
No.  17919  of  the  American  Dock  &  Trust  Co.  26,  dated  March  30,  1910,  with  which 
receipt  this  certificate  is  identified  as  lot  No.  A-3600,  mark,  H  E  I,  26  bales  were 
classed  by  the  classification  committee  as  follows: 

This  claaaification  is  in  accordance  with  and  subject  to  the  existing  standards  of 
the  New  York  Cotton  Exchange. 

This  certificate  will  expire  April  2, 1911. 

This  certificate  was  delivered  by  the  inspection  bureau  April  22, 1910.  11,762 
pounds  weight. 

g5189 — ^voL  2 — 10 14 
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GRADEB 


....Fair. 

....Btrlct  middling  lair. 

....Middling  1^. 

„... Strict  good  middling. 

^...Follv  good  middling. 

...^Oooa  middling. 


...Barely  good  mid. 

...Strict  middling. 

...Fully  middling. 

...Middling. 

. . .  Barely  mlddlizig. 

1  Strict  low  midoUng. 


5  Fully  low  middling. 
4  Low  middling. 
8  Strict  good  ordinary. 
1  Good  ordinary. 
. . .  .Strict  gd.  mid.  tinged. 


. .  .Good  mid.  tinged. 
1  Strict  midlgtlnged. 

4  Middling  tinged. 

5  S't  low  mid.  tinged. 
1  Low  middling  tmnd 
1  Middling  stained. 


Checked  bv  J.  J.  C. 

And  that  the  grades  as  specified  above  are  correct. 

New  York,  April  2,  1910. 

! Stamped:)  Duplicate  samples  asked  for  May  12, 1910. 
Canceled.) 

This  certificate  not  valid  unless  signed  either  by  the  inspector  in  chief  or  by  tin 
chairman  of  the  warehouse  and  delivery  committee. 
Subject  to  the  by-laws  and  rules  of  the  New  York  Cotton  Exchange. 


inspector  in  Chuf, 


(Stamped  to  Apr.  4,  1910.) 

New  York  Cotton  Exchanqb. 


OFFICE  OF  INSPECTOR  IN  CHIEF. 


Vo.  225295. 


9  Bales  compressed. 
. .  .Bales  uncompreseedl 


I  hereby  certify  that  ^9)  nine  bales  of  cotton  described  in  storage  receipt  No.  18,00(7 
of  the  American  Dock  <&  Trust  Co.  13,  dated  March  30.  1910,  witn  which  receipt  this 
certificate  is  identified  as  lot  No.  A-3601;  mark  S  E  T.  9  bales  were  classed  by  the 
classification  committee  as  follows: 

This  classification  is  in  accordance  with  and  subject  to  the  existing  standards  of  the 
New  York  Cotton  Exchan^. 

This  certificate  will  expire  April  2,  1911. 

This  certificate  was  delivered  by  the  inspection  bureau  April  22,  1910.  4,213 
pounds  weight. 

GRADES. 


•Fair. 

.Strict  middling  fair. 
.Middling  fklr. 
.Strict  good  middling. 
.Fully  good  middling. 
.Qood  middling. 


...Barely  good  mid. 
...Strict  middling. 
...Fully  middling. 
...Middling. 
...Barely  middling. 
2  Strict  low  middling. 


2  Fully  low  middling. 
1  Low  middling. 
1  Strict  good  ordinary. 
...Good  ordinary. 

...S'tgd.  mid.  tinged. 


...  .Good  mid.  ting«L 
....Strict mid.  ' 

2  Middling 

1  S'tlowmld. 

Low  mid.  ti 

Middling  stained. 


Checked  by  J.  J.  C. 

And  that  the  grades  as  specified  above  are  correct. 
New  York  April  2,  1910. 

O^tamped:)  Duplicate  samples  asked  for  May  12,  1910. 

IShia  certificate  not  valid  unless  signed  either  by  the  inspector  in  chief  or  by  the 
illatrman  of  the  warehouse  and  delivery  committee. 
Subject  to  the  by-laws  and  rules  of  the  New  York  Cotton  Exchange. 
(Canceled.) 


Inspector  in  Chief, 
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Stamped  to  April  4, 1910. 

New  Yobx  Cotton  Ezchamos. 


OFnCB  OV  IM8PEOTOR  IN  CHIEF. 


No.  225296. 


2  Bales  compressed. 
Bales  uncompressed. 

I  hereby  certify  that  (2)  two  bales  of  cotton  described  in  storage  receipt  No.  18006 
of  the  American  Bock  &  Trust  Co.,  26,  dated  March  30,  1910,  with  which  receipt  this 
certificate  in  identified  as  lot  No.  A-3603,  mark  K  A  M,  2  bales  were  classed  by  the 
classification  committee  as  follows: 

This  classification  is  in  accordance  with  and  subject  to  the  existing  standards  of 
the  New  York  Cotton  Exchange. 

This  certificate  will  expire  April  2,  1911. 

This  certificate  was  dehvered  by  the  inspection  bureau  April  22, 1910.  995  pounds 
weight. 

0RADB8. 


»..Fatr. 

...Strict  middling  ftdr. 

...MiddUngfair. 

, .  .Strict  good  middling. 

, . . Fnllr  good  middling. 

...Good  middling. 


. . .  Barely  good  middling 
...Strict  middling. 
...Fully  middling. 
...Middling. 
...Barely  mldaling. 
1  Strict  low  middling. 


1  Fully  low  middling. 
...Low  middling. 
. .  .Strict  good  ordinary. 
...Good  ordinary. 

...  Strict  gd.  mid.  tinged , 


, . . .  Good  middling  t'ged. 
, . . .  Strict  midngOnged. 
...Middling  tinged. 
,..,.6't  low  mid.  tinged. 
,...Low  middling  ttoged 
, . . .  Middling  stained. 


Check  by  J.  J.  C.  , 

And  that  the  grades  as  specified  above  are  correct. 

New  York,  April  2,  1910. 

(Stamped."^)  Duplicate  samples  asked  for  May  12,  1910. 

(Canceled.) 


.inspector  in  Chief, 

This  certificate  not  valid  unless  signed  either  by  the  inspector  in  chief  or  by  the 
chairman  of  the  warehouse  and  deliverv  committee. 
Subject  to  the  by-laws  and  rules  of  the  New  York  Cotton  Exchange. 


(Stamped  to  Apr.  4, 1910.)    8223. 

New  York  Cotton  Ezchanob. 


OFFICE  OF  INSPECTOR  IN  CHIEF. 

3  bales  compressed. 
No.  225297 .  bales  uncompressed. 

I  hereby  certify  that  (3)  three  bales  of  cotton  described  in  storage  receipt  No.  17923 
of  the  American  Dock  &  Trust  Co.  26,  dated  March  30,  1910,  with  which  receipt  this 
certificate  is  identified  as  lot  No.  A3604,  mark  PET  3  bales  were  classed  by  the  classi- 
fication committee  as  follows: 

This  classification  is  in  accordance  with  and  subject  to  the  existing  standards  of 
the  New  York  Cotton  Exchange. 

This  certificate  will  expire  April  2,  1911. 

This  certificate  was  delivered  by  the  inspection  bureau  April  22, 1910.    1,224  pounds 

weight. 

GRADES. 


.Fair. 

.Strict  middling  feUr. 
.Middling  tair. 
.Stiiet  g<K>d  middling. 
.Fiillv  good  middling. 
.Good  middling. 


..Barely  good  mid. 

..Strict  middling. 

...Fnllv  middling. 

...Middling. 

. . .  Barely  middling. 

. .  .Strict  low  middling. 


[  Fnlly  low  middling. 
.Low  middling. 
.Strict  good  ordinary. 
L  Good  ordinary. 

.Strict  gd.  mid.  tinged. 


. . .  Good  mid.  tinged. 
...Strict  mid'lg  tinged. 
...Middling  tinged. 
1  S't  low  mid.tinffed. 
. .  .Low  mid.  tiogea. 
. .  .Middling  stained. 
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Checked  by  J.  J.  C. 

(Stamped:)  Duplicate  samptles  asked  for  May  12, 1910. 
And  tnat  the  grades  as  specified  above  are  correct. 
New  York,  April  2,  1910. 

This  certificate  not  valid  unless  signed  either  by  the  inspector  in  chief  or  by  the 
chairman  of  the  warehouse  and  delivery  committee. 
Subject  to  the  by-laws  and  rules  of  the  New  York  Cotton  Exchange. 
(Canceled.) 


inspector  in  Chief. 


Stamped  to  April  4,  1910. 

New  York  Cotton  'Exchange. 


OFFICE   OF  INSPECTOR  IN  CHIEF. 


No.  225303. 


1  Bale  compressed. 
Bales  uncompressed. 

I  hereby  certify  that  (1)  one  bale  of  cotton  described  in  stpnge  receipt  No.  17929 
of  the  American  Dock  &  Trust  Co.,  26,  dated  March  30,  1910,  with  which  receipt  this 
certificate  is  identified  as  lot  No.  A-3610,  mark  C  O  X,  1  bale  was  classed  by  the 
classification  committee  as  follows: 

This  classification  is  in  accordance  with  and  subject  to  the  existing  standards  of 
the  New  York  Cotton  Exchange. 

This  certificate  will  expire  April  2,  1911. 

This  certificate  was  delivered  by  the  inspection  bureau  April  22, 1910.  490  pounds 
weight. 

GRADES. 


....Fair. 

.... Strict  middling  fair. 

....Middling  fair. 

.  • .  .Strict  good  middling. 

....Fully  good  middling. 

....Good  middling. 


. .  Barely  good  midling. 

..Strict  middling. 

..Fully  middling. 

..Biiddling. 

1  Barely  middling. 

. .  Strict  low  middling. 


.  Fully  low  middling. 

.Low  middling. 

.  Strict  good  ordinary. 

.Good  ordinary. 

.  Strict  gd.  mid.  tinged. 


. . .Good  mid.  tinged. 
. .  .Strict  mid.  tlxiged. 
...Middling  tin^. 
. . .  Strictlow  mid.  tinged. 
. . .  Low  middling  tinned. 
. . .  Middling  stained. 


Checked  by  J.  J.  C. 

And  that  the  grades  as  specified  above  are  correct. 

(Stamped:)  Duplicate  samples  asked  for  May  12, 1910. 

New  York,  AprU  2,  1910. 

(Canceled.) 


Inspector  in  Chief, 

This  certificate  not  valid  imless  signed  either  by  the  inspector  in  chief  or  by  the 
chairman  of  the  warehouse  and  delivery  committee. 
Subject  to  the  by-laws  and  rules  of  me  New  York  Cotton  Exchange. 


Mr.  Callaway  (continuing).  Now,  another  thing:  I  think  that 
every  spot  market  in  the  South  that  puts  out  prmted  quotations 
should  put  them  out  only  on  Government  grades.  For  instance, 
Augusta,  Ga.,  calls  a  good  middhng  a  midcfling.  Savannah,  Ga., 
cal£  middling  middling.  Augusta,  Qa.,  usually  quotes  half  a  cent 
above  Savannah,  when  it  ought  to  be  cheaper.  When  a  man  has  one 
standard  grade  he  can  not  get  confused.  Let  them  make  the  quota- 
tion  on  the  standard,  and  then  let  the  private  man  sell  any  cotton 
wants  to  by  type;  but  when  a  spot  market  publishes  and  prints  their 
quotations  on  spots''  it  should  mean  that  they  shall  be  of  the  10 
government  grades;  instead  of  calling  it  middling  and  selling  good  mid- 
dling, make  it  have  one  standard  instead  of  8  or  10  standards,  and 
there  should  not  be  a  dozen  places  in  the  South  quoting  middling 
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cotton  when  they  do  not  mean  middhng  cotton.  My  idea  is  to  print 
the  quotations  to  the  buyer  and  they  shonld  all  be  printed;  based  on 
the  same  grade.    I  think  that  looks  reasonable. 

My  next  proposition  is  that  each  bale  of  cotton  should  be  sepa- 
ratenr  marked  and  ta^ed,  and  identifiable  as  to  weight,  ^ade^  and 
number^  and  date  of  its  classification,  and  no  recertincation  will  be 
necessary  for  such  lots  as  may  be  retendered.  That  is,  if  you  take 
up  cotton  in  New  York  and  want  to  retender,  instead  of  retendering 
the  whole  lot,  if  you  get  100  bales  of  mixed  lot,  and  you  want  to  use 
50  of  them  and  want  to  retender  50,  that  you  can  retender  that  50 
without  recertification  and  haying  to  pay  a  fee  for  it  on  those  50 
bales.  That  I  could  take  out  any  bales  I  wanted  to  use  and  could 
tender  back  those  I  did  not  want  to  use  without  paying  those  charges 
and  without  reclassification. 

Now,  New  Orleans  does  this 

Mr.  Glenny.  You  want  to  take  1  bale  out  and  tender  99  back  ? 

Mr.  Callaway.  And  tender  them  without  any  cost. 

Mr.  Glenny.  You  get  your  cost  back  ? 

Mr.  Callaway.  I  think  we  ou^ht  to  have  some  law.  We  are 
without  any  law  on  the  New  Orleans.  Cotton  Exchange  to-day  in 
that  regard. 

The  Chairman.  Is  there  any  provision  in  this  bill  that  does  that, 
Mr.  Callaway  ? 

Mr.  Callaway.  I  do  not  think  there  is;  I  think  it  ought  to  be  put 
in.  On  this  other  one  up  there,  there  was  not  much  kick  about  that, 
this  even-running  100  bales,  which  is  on  the  idea  that  if  a  man  sells 
you  100  bales  of  oasis  middling  and  then  pays  the  commercial  differ- 
ence off,  he  has  to  deliver  you  100  bales  of  the  kind  he  does  deliver 
Jrouj  instead  of  10  bales  of  each  kind;  and  if  he  dehvers  you  a  mixed 
ot,  he  is  to  be  penalized  for  that  mixed  deUvery,  because  it  will 
cost  you  something  to  reassort  it  and  got  it  into  regular  lots.  That 
is  done  by  the  stock  exchange.  They  have  odd-lot  men;  and  at 
any  time  you  want  to  sell  odd  lots,  you  pay  a  charge  and  he  can  do 
it  by  paying  a  slight  premium.  Ana  it  seems  to  me  cotton  ought  to 
be  an  even-running  deUvery  on  a  contract  for  100  bales,  and  if  a 
man  dehvers  a  mixed  lot  he  ought  to  pay  a  penalty  to  pay  for  the 
sorting  and  making  it  merchantable. 

The  Chairman.  That  would  not  increase  the  cost  ? 

Mr.  Callaway.  I  do  not  think  so. 

Mr.  Glenny.  Mr.  Callaway,  if  I  tender  you  cotton  with  a  cer- 
tificate, each  certificate  bearing  a  tag  number,  that  tag  number 
corresponding  to  the  grade  of  cotton  whatever  it  may  be,  and  a 
privilege  is  given  to  you  to  retender  that  cotton  on  the  market, 
without  violating  the  certificate  in  any  way,  no  matter  how  many 
bales  you  take  up,  and  your  expense  for  recertification  be  returned 
by  the  buyer  at  the  next  time,  would  you  be  put  to  any  extraordinary 
inconvenience  ? 

Mr.  Callaway.  You  would  have  to  take  up  more  cotton  to  get 
what  you  wanted. 

Mr.  Glenny.  You  might  get  one  in  the  first  instance. 

Mr.  Callaway.  I  understand  that,  but  you  know  the  result  in 

fhia  country:  You  take  a  hundred  mixed  bales  with  the  kind  of 

machinery  in  the  South,  and  the  machines  are  not  fitted  for  and 

you  can  not  use  10  mixed  lots;  but  if  you  give  all  good  ordinary,  I 
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could  find  a  mill  able  to  spin  that  one  grade.    That  is  more  salablo 
than  10  bales  of  10  different  grades. 

Mr.  Glenny.  You  spoke  of  the  expenses  you  would  be  put  to. 
Where  do  the  expenses  come  in  ? 

Mr.  Callaway.  I  speak  of  the  expense  to  the  man  who  takes  up 
those  odd  lots. 

Mr.  Glennt.  You  would  not  have  that;  the  cotton  exchange  has 
done  that. 

Mx.  Callaway.  I  understand,  but  you  have  to  dispose  of  the 
bales  you  can  not  use. 

Mr.  Haugen.  Would  you  have  any  cotton  there  in  those  instances 
if  you  tendered  back  ? 

Mr.  Callaway.  Not  if  you  tendered  back. 

Mr.  Glenny.  I  do  not  understand 

Mr.  Callaway.  If  I  take  up  the  contract  and  have  gotten  nothing, 
I  have  lost  my  time  for  the  day. 

Mr.  Glenny.  But  you  take  5  cents  a  bale  more  than  the  man  who 
sells. 

Mr.  Callaway.  But  if  it  is  a  hundred-bale  contract,  and  I  get  an 
even  running  lot,  I  think  it  would  be  better  than  paying  the  penalty 

Mr.  Glenny.  That  is  what  I  said  just  now.  1  called  Mr.  Calla- 
way's attention  to  the  fact  that  on  the  100  bales  of  uneven-rimnihg 
cotton,  you  do  not  lose  if  you  get  one  bale  you  want;  where  there  is 
any  mixed  lot,  you  get  a  certam  amount  you  want  ? 

Mr.  Callaway.  I  would  rather  not  get  any  bale  I  wanted  than 
to  get  100  bales  deUvered  where  there  are  10  Bales  which  would  suit 
me  perfectly  and  the  other  90  would  not. 

Mr.  Glenny.  Are  you  building  up  a  monopoly  ? 

Mr.  Callaway.  No,  sir;  I  am  trying  to  break  up  monopoly. 

Mr.  Glenny.  That  would  be  about  the  best  way  to  build  for  a 
monopoly. 

Mr.  Callaway.  I  do  not  think  so.  I  think  it  would  raise  the  price 
of  your  contract  probably  five  points,  and  that  is  what  I  am  trying 
to  do,  so  as  to  raise  the  price  of  futures  to  near  the  price  of  actual 
cotton,  and  the  only  way  to  make  any  cotton  is  to  make  delivery  in 
cotton 

Mr.  Glenny.  Have  you  not  that  privilege  now  ? 

Mr.  Callaway.  Which  privilege  ? 

Mr.  Glenny.  The  question  was  asked  of  Mr.  Parker  to-day.  Suppose 
a  man  bought  a  white  horse  and  he  got  a  black  horse.  You  can  ijuy 
the  white  norse  and  you  can  find  every  100  bales  of  even-running 
middling,  strict  middling,  or  what  not  from  a  man  like  Mr.  Hayne 
or  any  man  who  hedges  himself  in  the  contract  market  in  order  that 
he  may  not  suffer  from  the  fluctuations  of  the  market.  You  know 
exactly,  then,  not  only  the  grade  of  cotton  you  want  and  the  body 
and  staple,  and  you  make  another  contract  so  as  to  protect  yourseli, 
as  an  insurance  policy,  which  it  is  per  se.  And  I  want  to  say  here 
now  I  believe  the  ideal  cotton  contract  would  be  that  contract  upon 
which  there  never  was  a  bale  delivered  and  upon  which  there  never 
was  a  bale  received.  That  would  be,  to  my  mmd,  certainly  the  ideal 
contract,  a  contract  which  would  not  be  susceptible  of  the  slightest 
manipulation  either  by  the  seller  or  the  tuyer.  All  would  run  even 
tenor  from  the  beginning  to  end  and  would  not  call  for  delivery, 
because  there  would  be  no  object  in  delivering.    It  would  simply 
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pass  current  as  does  an  insurance  policy  upon  which  there  has  been 
no  fire  and  no  loss  and  you  have  simply  paid  for  your  insurance;  and 
that^  I  think;  would  be  the  ideal  contract.  You  are  dealing  now  with 
a  narrowing  of  the  grades  and  a  narrowing  of  the  delivery  of  cotton, 
a  contract  which  would  be  so  susceptible  of  manipulation  that  it 
would  not  be  workable. 

Mr.  jCallawat.  That  is  just  what  the  railroads  said  when  they 
formed  the  Interstate  Commerce  Commission.  They  said  they  could 
not  run  the  railroads  when  they  formed  the  Interstate  Commerce 
Conmiission;  but  now  they  are  asking  the  commission  to  save  them, 

Mr.  Glenny.  Mr.  Callaway,  do  not  put  me  in  the  position  of 
opposing  the  United  States  Government  in  what  it  is  attempting. 
Your  remark  probably  would  lead  to  that  conclusion.  I  stand  behind 
a  constructive  bill  with  Government  supervision. 

Mr.  Callaway.  I  do  not  see  how  you  can  make  the  futures  sta]^ 
as  high  as  spot  cotton  if  you  let  a  man  deliver  mixed  grades  and  let 
all  the  cotton  buyers  of  the  country  dump  all  the  culls  on  the  exchange^ 
which  makes  the  price  of  futures. 

Mr.  Marsh.  Mr.  Chairman,  I  do  not  like  to  iuterrupt,  but  this  is  a 
very  fundamental  point;  and  if  I  may,  I  would  like  to  ask  Mr.  Calla* 
w^  what  penalty  he  would  suggest  on  a  mixed  bill  ? 

Mr.  Callaway.  Fifty  cents  a  bale  or  $1  a  bale  or  whatever  you  find 
is  necessary  to  get  somebody  to  take  them  up  and  match  them.  They 
would  likely  have  a  mixed-cotton  house  in  New  York,  which  will  ta» 
them  up  and  match  them. 

Mr.  Mabsh.  Mr.  Chairman,  I  think  that  it  is  pretty  familiar  to  any- 
bodv  who  is  familiar  with  the  cotton  trade 

Mr.  Callaway.  I  am  familiar  with  the  cotton  trade. 

Mr.  Marsh  (continuing).  That  the  effect  of  this  would  be  to  make 
a  contract  of  sale  50  cents  a  bale  hi£;her. 

Mr.  Callaway.  I  don't;  that  is  the  idea. 

Mr.  Marsh.  All  dehveries  would  be  exactly  what  they  are  now,  and 
the  buyer  would  pay  the  penalty. 

Mr.  Callaway.  If  you  do  not  think  60  cents  a  bale  is  enough  to 
pay  people  to  match  them  up;  make  it  a  dollar  a  bale.  If  you  get  tho 
pay  nigh  enough,  somebody  will  match  them. 

Mr.  Marsh.  I  think  Mr.  Callaway  is  economically  wrong  there,  and 
I  think  the  actual  working  out  of  tlie  matter  woidd  be  that  the  price 
of  the  contract  will  sell  as  much  above  what  it  now  sells,  let  us  say,  as 
the  amount  of  the  penalty,  even  if  Mr.  Callaway  makes  the  penalty 
$10  or  $20  a  bale,  and  that  the  deliveries  will  be  exactly  what  they 
are  now. 

Mr.  Callaway.  That  is  what  my  judgment  is — that  if  you  pass  the 
bill  then  future  cotton  will  sell  in  New  York  cheaper  than  the  price  d 
spot  cotton  of  the  South,  plus  the  freight  and  cost  of  gettii^  it  te 
New  York. 

Mr.  Webb.  Mr  Callaway,  as  a  merchant  buying  cotton  from  the 
farmer,  I  have  got  to  buy  anything  he  brings  ? 

Mr.  Callaway.  Certainly.  You  are  a  jobber  in  cotton.  I  want 
to  make  a  place  for  you  to  make  50  cents  a  bale  matching  this  up, 

too. 

Mr.  Webb.  And  that  50  cents  comes  out  of  the  farmer  ? 

Mr.  Callaway.  No,  sir.    Mr.  Marsh  has  just  said  if  you  make  any 
sale  10  points  higher  the  buyer  pays  it  and  you  both  can  not  be 
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right,  and  jou-and  Mr.  Marsh  get  together  and  find  out  which  side 
you  are  going  to  take;  you  must  not  take  both  sides  and  give  me  the 
middle. 

Mr.  Webb.  I  buy  all  cotton  brought  to  me  by  the  farmers. 

Mr.  Caixawat.  if  either  one  of  you  agree  that  the  other  is  wrong, 
I  will  ^gue  it  with  you,  but  you  can't  take  both  sides  of  it- 
Mr.  WRBB.  I  have  nothing  to  do  with  what  Mr.  Marsh  says. 

Mr.  Callaway.  Well,  Mr.  Marsh  was  assuming  to  contradict  this, 
and  Mr.  Marsh  says  if  you  make  the  sale  10  points  higher  it  would 
be  paid  by  the  buyer,  and  you  say  it  would  be  paid  by  the  farmer. 

Mr.  Webb.  I  am  not  talking  about  the  contract;  I  am  a  merchant 
and  have  to  pay  50  cents  higher  in  New  York  or  New  Orleans^  and  I 
am  going  to  get  that  somewhere^  and  if  the  farmer  sells  me  middling 
cotton  and  brings  me  jinnys  and  all  that  stuff,  I  am  going  to  make 
him  pa7  for  them. 

Mr.  Callaway.  That  is  your  business;  you  buy  there.  But  don't 
you  match  cotton  up  when  you  are  sending  it  to  the  mills?  You 
don't  send  100  bales  of  diflFerent  grades  ? 

Mr.  Webb.  I  send  100  bales  even  running,  and  I  charge 

Mr.  Callaway.  You  charge  me  or  charge  the  farmer? 

Mr.  Webb.  I  charge  him. 

Mr.  Callaway.  Take  either  side  you  want  to,  but  I  won't  allow 
you  to  take  both  sides. 

Mr.  Webb.  If  I  send  cotton  to  New  York  and  I  know  there  are  10 
different  grades  in  it.  and  I  know  they  are  going  to  charge  me,  there- 
fore, I  pay  50  cents  less  to  the  farmer. 

Mr.  Callaway.  No,  sir:  Mr.  Marsh  says  you  sell  10  points  higher 
and  make  the  buyer  pay  lor  that. 

Here  is  another  thing.  I  am  not  an  expert,  gentlemen.  The 
tender  of  cotton  on  pro  forma  bills  to  be  prohibited.  Trading  to 
stop  in  each  month's  delivery  on  the  first  day  of  that  month,  the  seller 
givmg  notice  on  the  first  day  of  each  month  of  his  tenders,  which  shall 
contain  detailed  description  and  identification  of  each  bale,  the  buyer 
to  accept  tender  the  same  day  made  and  to  pay  for  the  cotton  within 
three  days  thereafter.  That  is.  No.  6  in  my  memorandum.  You 
should  prohibit  that. 

In  May,  1910,  Mr.  Parker  took  up  some  cotton  in  New  York  and 
they  gave  what  they  called  a  pro  forma  bill  that  has  not  been  classi- 
fied. He  got  a  bill  for  a  thousand  bales  of  cotton  and  received  no 
classification.  You  pav  on  the  pro  forma  bill  and  sometimes  within 
a  month  or  two  months  the  New  York  Cotton  Exchange  classifies 
tiiis  cotton,  at  which  time  they  render  you  a  bill  of  what  the  total  is, 
and  you  immediately  pay;  that  is,  you  pay,  sajr,  less  the  difference, 
if  you  have  taken  that  cotton  out  and  worked  it  in  the  meantime  you 
lose  your  ri^ht  to  ask  for  a  claim  or  arbitration  of  the  committee,  and 
Mr.  rarker  nas  to  have  the  cotton  held  in  New  York,  at  his  expense, 
one  or  two  months  after  he  paid  for  it,  and  he  has  to  pay  interest  and 
insurance  and  storage  on  it,  and  it  was  one  or  two  months  before  he 
used  that  cotton;  or  if  he  used  it  before  it  was  classed  he  hould  waive 
his  right  to  a  claim.     Would  that  be  it  ? 

Mr.  Parker.  I  paid  in  the  early  part  of  May  and  did  not  get  a 
certification  until  the  last  part  of  July,  and  in  the  meantime  did  not 
get  anything  in  and  was  losing  the  storage  and  interest  and  insurance. 

The  Chairman.  Is  that  covered  in  subsection  6  ? 
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Mt.Caixawat.  Have  you  put  that  in  subsection  6? — trading  to  stop 
in  each  month's  delivery  on  the  1st  day  of  that  month;  the  seller 
giving  notice  on  the  1st  day  of  each  month  of  his  tenders,  which  shall 
contain  a  detailed  description  and  identification  of  each  biU,  the 
buyer  to  accept  tender  the  same  day  made  and  to  pav  for  the  cotton 
within  three  days  thereafter.  Now,  the  seller  has  30  days  in  which  to 
tender  the  cotton  at  his,  the  seller's,  option.  On  the  last  day  of 
April  the  seller  can  tender  the  cotton  to  the  buyer  or  can  tender  it 
twice  a  week  for  the  balance  of  the  month,  or  he  can  hold  it  as  long 
as  he  wants,  to  tender  whenever  he  wants  to,  and  wheii  he  does,  S 
you  do  not  pay  for  it,  he  can  sell  you  out.  My  idea  is  to  accept  on 
the  same  day,  and  the  man  who  nas  sold  the  cotton  will  be*  ready 
with  the  bill,  and  the  man  who  is  going  to  buy  ought  to  have  his 
banking  arrangements  made.  The  ship  may  catch  on  fire  or  there 
may  be  a  railroad  wreck,  but  he  has  a^eed  to  take  the  risk  of  that, 
just  like  the  buyer  takes  the  risk  of  the  Dank  failing,  and  if  this  man's 
ship  sinks  or  the  cotton  bums  up,  that  is  his  loss,  and  I  do  not  think 
it  ought  to  be  put  on  the  buyer. 

The  Chaisman.  Will  this  language  meet  that :  ''The  person  making 
the  tender  shall  give  to  the  person  receiving  the  same  five  days '  notice 
of  the  date  of  delivery"  ? 

Mr.  Callaway.  My  idea  is  they  cease  trading  on  the  Ist  day  of 
the  month,  and  instead  of  giving  the  seller  30  days  to  deliver  in  and 
at  that  at  any  time  in  the  month  the  seller  wants  to;  let  the 
seller  deliver  on  the  1st  of  the  month  and  let  the  buyer  pay  for  it 
within  three  days.  But  don't  say  to  the  seUer  as  at  present:  ''You 
can  deliver  any  day  of  the  month  of  April,"  ai^d  the  buyer  has  got  to 
take  it  at  any  time  you  see  fit  to  deliver.  Stop  the  trading  for  that 
montli  on  the  1st  d.ay  of  the  month,  and  let  the.  seller  present  an 
itemized  bill  of  cotton  he  has  sold  and  let  the  buyer  accept  that  on 
the  same  day  and  pay  within  three  days  after  acceptance. 

Mr.  Taylor.  How  are  you  helping  the  buyer  ? 

Mr.  Callaway.  As  it  is  now,  the  buyer  has  got  to  keep  the  money 
on  deposit,  as  the  seller  might  tender  his  cotton  to  the  buyer  at  any 
minute,  and  he  has  got  to  take  it  up. 

Mr.  Taylor.  According  to  your  scheme  they  close  this  contract 
on  the  first  of  the  month. 

Mr.  Callaway.  The  seller  may  close  on  the  first  of  the  month. 
What  b  good  for  the  goose  is  good  for  the  gander. 

Now,  my  next  suggestion:  No  cotton  which  has  been  certificated 
for  a  longer  period  than  one  year  to  be  tenderable  or  recertificated. 
This  will  automatically  force  "the  cotton  accumulated  at  New  "York 
into  le^timate  channels  of  trade,  and  not  permit  its  being  held  there 
indefimtely  in  restraint  of  trade  as  at  present.  It  would  force  the 
speculative  seller  of  cotton  to  ^  into  tne  open  market  each  season 
and  buy  the  cotton  that  he  is  called  upon  to  dehver,  and  as  he 
would  have  to  pay  the  normal  market  price  for  it;  it  would  make  the 
price  of  cotton  futures  a  reflection  of  values  in  actual  cotton,  and 
therefore  a  fair  hedge  to  farmers,  merchants,  manufacturers,  and  all 
other  legitimate  cotton  interests,  which  is  the  proper  function  of 
the  cotton  exchange,  and  for  which  it  is  supposed  to  exist. 

That  is,  after  a  bale  of  cotton  has  been  certificated  for  one  year,  if 
it  is  not  good  enough  for  anybody  to  take  up  and  use,  then  throw  it 
out  like  you  would  one  of  the  '*chalk  marbles.''     When  the  outside 
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wears  off  and  shows  the  chalky  the  boys  won't  let  you  put  it  in  any 
more;  they  won't  let  you  put  it  up  against  their  ** white  alley." 

Cotton  has  character  just  like  a  man  has.  A  man  doesn't  proye 
character;  just  because  there  are  two  men  40  years  old  with  blue 
eyes  and  dark  hair  they  don't  have  the  same  character.  I  have  seen 
a  good  man  stand  that  description  and  I  have  seen  some  of  the 

Seatest  rascals  I  ever  saw  who  would  answer  that  description. 
1  cotton  of  the  same  grade  is  not  the  same.  There  may  be  good 
cotton,  there  may  be  good  white  staple  which  is  a  ''runt"  and  a 
"degenerate;"  and  everyone  shipping  that  cotton  to  the  cotton 
exchange  knows  it  is  not  good  strong  cotton  or  he  would  not  ship  it 
to  the  cotton  exchange  and  put  25,000  bales  a  year  there  which  few 
mills  can  use,  and  men  do  not  want  to  take  it.  After  it  once  stays 
there  a  year,  nobody  wants  to  take  it  and  then  let  it  lay  to  be  reten- 
dered  again.  They  don't  want  the  "runt"  or  "chalk  marble,"  and 
they  throw  it  out  if  it  is  not  a  good  bale  of  cotton. 

Mr.  Tatlob.  YPTiy  would  anybody  want  to  go  out  and  buy  that 
sort  of  stuff  ? 

Mr.  Callawat.  They  don't  want  to. 

Mr.  Tatlob.  Whv  do  they  go  short  then  ? 

Mr.  Callaway.  Spinners  in  October,  November,  and  December 
sell  goods  for  next  spring  and  sununer  delivery.  They  often  buy 
May  cotton  in  New  York  as  a  hedge  against  that  sale. 

Mr.  Tatlob.  I  understand  that. 

Mr.  Callawat.  You  do  not  understand  that  or  you  would  not 
ask  the  question.  I  want  to  explain  it  to  you.  1  may  have  to 
explain  it  to  you  in  my  own  way. 

Mr.  Tatlob.  All  I  want  to  know  is  why  the  buyers  are  going  to 
buy  these  webs  ? 

Mr.  Callawat.  That  is  what  the  webs  are  made  for.  The  smart 
men  make  the  webs,  the  spiders  make  the  webs,  and  the  little  spinner 
will  sell  goods  in  October,  November,  and  December  and  buy  Mav 
cotton  to  hedge.  About  that  time  May  cotton  is  selling  in  the  South 
at  25  points  on  Mav.  On  accoimt  of  the  bi^  differences  and  the  23 
different  ^ades  and  the  sticking  of  *' runts"  m,  they  can  deliver,  we 
will  say,  if  they  allow  you  a  cent  off  for  a  certain  grade  of  cotton  in 
New  York,  that  is  actually  selling  in  the  South  at  3  cents  off,  and  they 
have  fixed  the  difference  of  a  cent  off,  and  if  I  buy  cotton  at  13  cents 
and  take  that  up  I  have  got  to  pay  12  cents  when  I  know  down  in 
the  South  or  anywhere  cotton  is  sold  at  3  cents  off.  Is  that  clear) 
That  means  the  spider  that  has  made  this  web  you  are  talking  about 
has  fixed  a  web  that  has  caught  the  Uttle  individual  scattered  fly,  you 
imderstand,  and  they  will  sell  that  cotton  for  13  cents  and  actual 
cotton  may  not  go  down  a  cent,  and  they  may  put  May  down  2 
cents,  and  then  alter  the  bimch  of  runts  are  thrown  out  it  goes  up. 
You  do  not  want  to  take  that  cotton,  and  they  make  it  just  as  dis- 
agreeable in  every  way  possible  for  you.  They  try  to  find  out  the 
cotton  you  can  not  use,  and  they  are  pretty  sure  to  let  you  have  that. 

Mr.  Tatlob.  If  this  condition  is  so  bad,  why  do  you  trade  with  a 
concern  of  that  character  ? 

Mr.  Callawat.  You  have  got  to  trade.  When  the  Standard  Oil 
Co.  was  so  bad  you  did  not  want  to  trade  with  them,  but  you  had  to 
buy  oil;  we  had  to  have  light.  I  am  in  favor  of  the  exchange;  I 
think  we  ought  to  have  it  so  as  to  insure  the  farmer,  you  understand. 
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I  am  not  in  favor  of  abolishing  the  exchange;  I  am  in  favor  of  regu- 
lating it. 

Mr.  Taylob.  Do  you  mean  to  tell  me  that  these  merchants  who 
have  to  buy  cotton,  if  this  condition  is  as  bad  as  you  describe  it,  can 
not  get  together  and  deal  with  somebody  else  ?  Why  do  they  have  to 
go  into  that  web  ? 

Mr.  Callaway.  Because  that  is  the  great  trading  mart  of  the 
world,  just  like  New  York  has  been  the  great  money  mart  and  have 
had  their  underground  pipe  lines  running  into  the  money  market. 
This  regional  bank  law  will  stop  that. 

Mr.  Tatlob.  You  have  got  to  turn  all  into  jelly  fishes  and  turn 
them  inside  out. 

Mr.  Callaway.  No,  sir;  I  am  going  to  stop  the  big  fish  eating  up 
the  Httle  fishes.  It  is  not  right,  and  you  big  fish  ought  to  want  to 
protect  the  little  ones,  instead  of  eating  them  up. 

Mr.  Haugen.  The  facts  of  the  matter  is  the  skumer  has  got  to  have 
insurance,  and  he  pays  the  price. 

Mr.  Callaway.  Yes. 

Mr.  Haugen.  Now,  then,  what  is  your  estimate  as  to  the  price 
under  present  conditions  t  What  is  the  cost  of  this  insurance,  the 
cost  of  nedgingi 

Mr.  Callaway.  We  pay  $15  a  hundred  bales  as  brokera^  to  the 
broker.  The  broker  gets  $15  a  hundred  for  Ins  commission,  you 
understand,  and  then  if  they  will  make  a  contract  there  that  will 
follow  the  spot  price  of  cotton  and  you  have  to  pay  the  broker  insur- 
surance  of  15  cents  a  bale.  As  it  is  now,  I  have  known  people  to  lose 
SIO  a  bale  on  hedging.    Is  that  right,  Mr.  Parker? 

Mr.  Parkeb.  Yes. 

Mr.  Haugen.  What  is  the  loss  there  under  present  conditions  ? 

Mr.  Callaway.  Under  present  conditions  on  the  exchange. 

Mr.  Haugen.  Take  a  transaction  of  last  fall  up  to  the  present 
time.     What  is  the  cost  t 

Mr.  Callaway.  If  a  man  bought  hedges  last  fall  at  14  cents  and 
was  closed  out  on  March  0  at  12^  cents,  ne  has  lost  2^  cents  a  pounds 
which  is  $12.50  a  bale. 

Mr.  Haugen.  Take  a  single  bale. 

Mr.  Callaway.  The  conmiission  is  only  15  cents  a  bale.  It  does 
not  amount  to  anything. 

Mr.  Haugen.  It  is  so  much  a  pound,  so  much  commission  f 

Mr.  Callaway.  The  commission  is  all  right.  It  used  to  be  10 
cents;  but  to-day  on  account  of  the  difference  in  the  cost  of  living  it 
has  gone  up.    There  is  no  objection  to  that.    Labor  is  worth  more. 

Mr.  Sloan.  Ought  it  to  be  reduced  in  time  ? 

Mr.  Callaway.  NO;  sir;  I  beheve  it  is  all  right.  The  15  cents 
never  hiurt  anyone.    It  is  this  $12.50  that  kills  you. 

Mr.  Haugen.  You  stated  a  moment  ago  the  spot  price  was  half 
of  the  price  for  May. 

Mr.  Callaway.  I  said  this,  that  last  November  cotton  sold  at 

about  14  cents. .  That  is  an  illustration.    On  March  9  New  York 

future  cotton  sold  for  about  11^  cents.    On  the  same  day  spot  cotton 

sold  for  14  cents.    That  is  your  New  York  futures  depreciated  2i 

cents   but  yet  the  raw  material  has  not  depreciated  in  value,  and  you 

hare  lost  $12.60  per  bale. 
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Mr.  Haugen.  Did  I  understand  you  to  say  spot  was  15  or  25  cents 
above  the  future  price  of  the  market  ? 

Mr.  Callawat.  No,  I  did  not  say  spot  was  15  or  25  cents  above 
the  future  price. 

Mr.  Haugen.  You  called  attention  to  the  difference. 

Mr.  Callaway.  In  the  fall  of  the  year,  and  this  is  in  the  fall  of 
the  year  when  I  bought  future  cotton,  the  price  of  spot  cotton  was 
15  or  25  points  above  the  March  price. 

Mr.  Haugen.  The  cost  of  hedging  is  3  points,  you  mean  t 

Mr.  Callawat.  Yes. 

Mr.  Haugen.  Now,  then,  we  have  the  expense  of  insurance  you 
referred  to  ? 

Mr.  Callaway.  And  that  amoxmts  to  20  per  cent  of  the  value  of 
the  cotton,  and  there  is  nobodv  making  20  per  cent  on  the  mill  turn 
over  that  I  have  heard  of.    That  is  a  very  miportant  thing. 

Taking  up  my  suggestion  No.  8,  we  recommend  a  tax  of  5  cents 

Eer  100  bales  on  cotton  traded  in  according  to  the  provisions  of  the 
ill  to  regulate  the  exchanges,  and  a  tax  of  $5  per  bale  on  any  sales  on 
contract  not  conforming  thereto,  payment  of  the  tax  to  be  evidenced 
by  stamps  afiSixed  to  the  contracts. 

Now,  then,  the  tax  will  make  your  record  of  how  much  is  being 
traded  in.  You  get  that  record  automatically.  When  you  get  a 
cancellation  of  the  stamps  at  the  end  of  the  month,  the  collection 
of  that  tax  will  give  the  record;  $5  a  bale  will  make  it  prohibitive; 
5  cents  a  bale  will  pay  a  great  deal  more  than  the  expense  of  handling 
this. 

Mr.  Marsh.  May  I  ask  there  how  the  record  is  to  be  completed  of 
the  transactions  in  Liverpool,  Bremen,  and  Havre  ? 

Mr.  Callawat.  I  guess  they  would  tax  anybody  in  America  who 
buys  cotton  in  a  foreign  country,  and  let  him  pay  a  tax,  and  this 
may  stop  straddlers.  I  think  you  ought  to  stop  tnese  big  straddle 
operations. 

Mr.  Marsh.  Mr.  Chairman,  I  have  no  referenc  to  straddling  opera- 
tions at  all.  I  have  reference  to  straight-out  hedging  operations, 
which  will  of  course  be  carried  on  in  Liverpool  and  Bremen  ana 
Havre.  And  although  there  is  a  provision  in  the  biU  that  the  tax 
shall  attach  to  those  transactions,  I  have  tried  by  the  exercise  of 
imagination  to  find  out  exactly  how  the  Government  of  the  United 
States  is  going  to  compel  the  attachment  of  a  stamp  to  a  contract 
made  in  Liverpool  or  m  a  contract  made  in  Bremen  or  a  contract 
made  in  Havre,  so,  as  Mr.  Callaway  says,  to  keep  track  of  the  amount 
of  hedging  and  similar  transactions  connectea  with  the  marketing 
and  distribution  of  the  American  cotton  crop. 

The  Chairman.  I  want  to  call  to  your  attention,  if  you  will  permit 
me,  Mr.  Marsh,  in  that  connection,  that  in  the  matter  of  the  sale  of 
meats  t<5  foreign  coimtries  we  do  that  very  thing.  We  attach  a  stamp 
at  the  port  of  exportation.  I  take  it  we  comd  do  the  same  thing 
here. 

Mr.  Marsh.  This  is  a  stamp  to  be  attached  to  the.  contract,  not  to 
the  cotton. 

The  Chairman.  Well,  it  could  be  easily  collected  at  the  office  of  your 
cable  broker,  couldn't  it? 

Mr.  Marsh.  I  should  say  not.  I  shall  have  more  to  say  on  that 
subject,  however. 
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Mr.  Harbison  of  Mississippi.  Mr.  Chairman,  may  I  ask  the  gen- 
tleman a  Question  ?  I  want  to  ask  Mr.  Marsh  one  question.  Do  I 
understand  you  to  say  that  in  the  event  Congress  should  wipe  out 
the  exchanges  in  New  York  and  New  Orleans,  that  the  gambling  in 
futures  mignt  be  transferred  to  the  exchanges  of  Liverpool,  Bremen, 
and  Havre  ? 

Mr.  Marsh.  Of  course  I  can  not  submit  to  calling  it  gambling. 

Mr.  Harbison  of  Mississippi.  I  mean  speculating  in  futures  f 

Mr.  Marsh.  There  is  no  question  that  tne  dealing  in  futures  would 
go  on  in  Liverpool,  Bremen,  and  Havre,  e^cactly  as  it  does  to-day,  but 
in  three  or  four  times  the  volume.  ^ 

Mr.  Harrison  of  Mississippi.  Do  you  believe  it  would  be  a  good 
idea,  if  it  were  possible,  for  us  to  regulate  it  in  such  a  wav  that  it  would 
stop  it  in  all  the  places  and  the  evil  should  be  stopped,  in  New  York 
ana  New  Orleans  ? 

Mr.  Marsh.  Believing,  as  I  do,  that  the  use  of  the  exchanges  and 
that  contracts  for  future  delivery  are  absolutely  indispensible  to  the 
welfare  of  everv  person  connected  with  the  cotton  trade,  I  must  answer 
that  I  do  not  think  it  would  be  a  good  thing. 

Mr.  Callawat.  Mr.  Parker  was  asked  this  morning  to  define  the 
difference  between  gambling  and  speculating. 

The  Chairman.  I  wish  you  would  do  that  too,  Mr.  Callaway. 

Mr.  Callaway.  If  you  win  it  would  be  either  investment  or  specu- 
lation, if  you  lose  it  would  be  either  gambling  or  larceny. 

l^e  Chairman.  As  a  matter  of  fact,  there  is  a  real,  genuine, 
economic  difference  between  the  two,  is  there  not  ? 

Mr.  Callawat.  Yes.  That  is  the  way  they  use  it,  that  is  the  way 
they  feel;  if  a  fellow  down  home  wins,  it  is  an  investment  or  a  specu- 
lation, and  if  he  loses  it  is  gambling. 

The  Chairman.  A  true  speculator  speculates  upon  his  judgment 
and  reasoning  on  the  facts  ? 

Mr.  Callawat.  Everjrthing  is  a  speculation.  They  faced  the 
capital  that  way  [indicating]  didn't  they,  thinking  the  town  was  going 
that  way,  and  the  town  went  the  other  way.  The  fellow  who  thought 
the  town  was  goiag  this  way  and  bought  up  here,  he  was  a  gambler, 
and  he  lost,  and  the  fellow  who  bought  bacK  yonder,  he  won. 

Mr.  Reilly.  They  could  not  buy  down  here  because  the  fellows 
back  here  were  holding  it  and  thought  they  had  a  cinch  on  it. 

Mr.  Callawat.  That  is  the  way  in  Ufe.  As  far  as  that  is  con- 
cerned, everything  in  life  is  a  speculation.  Our  own  life  is  a  specu- 
lation.    We  do  not  know  whether  we  will  be  Uviag  in  the  morning. 

Mr.  Haugen.  That  is  one  time  when  the  corner  lost  out. 

Mr.  Callawat.  Yes.  Here  is  another  radical  thing,  No.  9.  All 
moneys  that  are  received  from  this  tax,  after  paying  the  expenses 
incurred  by  the  Department  of  Agriculture  to  establish  grades,  etc., 
to  be  apphed  to  a  special  cotton  bureau  for  the  purpose  of  fostering 
the  cotton-growing  mdustry  and  better  education  of  the  farmers  as 
to  classing,  ginning,  baUng,  and  marketing  their  cotton,  and  to  fight 
the  boll  w^eevil  and  other  hindrances  in  cotton  raising.  It  seems  to 
us  proper  that  all  of  the  taxes  gathered  from  speculation  in  cotton 
should  be  used  for  the  benefit  of  the  cotton  grower. 

This  tax  is  not  put  on  the  grower,  but  you  will  get  the  tax  from  the 
speculator  and  spend  it  on  the  grower.  That  ends  the  objection  to 
tne  tax,  and  you, have  no  objection  to  this,  because  you  are  taxing 
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the  speculator  5  cents  a  100  bales,  and  spending  every  cent  of  it  for 
the  benefit  of  the  grower. 

The  Chairman.  Right  in  that  connection  let  me  ask  you  about  this : 
The  use  of  the  taxing  power  is  to  be  on  the  use  of  the  mails  and  tele- 
graphs.    What  is  your  judgment  on  that  proposition? 

Mr.  Callaway.  1  think  it  is  better,  because  it  will  raise  money. 
Another  thing  is  the  objection  to  the  mails  and  telegraphs.  If  Liver- 
pool should  send  a  cable  over  here  they  could  not  do  it  with  one  of 
their  quotations,  if  they  were  kept  out  of  the  mails  and  telegraphs, 
if  they  did  not  use  the  Government  grades,  and  they  might  not  start 
to  use  them  right  oflf;  and  I  think  it  might  be  better  if  we  had  the 
Liverpool  quotations  around  over  the  markets  of  the  United  States. 
I  think  that  is  one  good  reason. 

And  then,  too,  I  think  it  would  be  great  to  coUect  this  money  out 
of  the  speculator  and  turn  it  over  to  the  farmer  and  use  it  for  the 
farmers  m  educating  them  in  classifying  and  grading  and  baling  the 
cotton,  so  that  there  would  not  be  any  weakened  fiber  or  short 
staple. 

The  Chairman.  One  other  thing,  Mr.  Callaway.  Do  you  think  it 
is  possible  if  the  committee  reduce  the  tax  on  legitimate  transactions 
to  5  cents  a  hundred  bales  instead  of  25  cents  a  hundred  bales,  that 
that  tax  could  be  transferred  back  to  the  producer  of  cotton  ? 

Mr.  Callaway.  I  do  not  think  so. 

The  Chairman.  Why  not  ? 

Mr.  Callaway.  Because  in  all  businesses  the  buyer  pays  all  the 
cost.  And  in  my  own  business,  when  I  bought  100  bales  of  cotton 
to  hedge  on  a  sale,  I  paid  15  cents  a  bale,  or  $15  a  hundred  bales, 
commission  to  the  broker,  when  I  used  to  pay  $10;  but  they  have 
raised  it  now  to  $15,  you  understand.  They  won't  admit  that  $5 
was  taken  out  of  the  farmer;  and  here  is  5  cents  instead  of  $5;  and  I 
say  the  commission  merchants  in  New  York  and  the  individuals 
would  absorb  that  5  cents  out  of  their  $15  they  are  getting,  because 
they  are  now  getting  $5  more  than  they  were  then. 

They  have  added  that  now,  and  they  often  absorb  the  marking 
and  telegrams  and  other  expenses,  and  I  believe  he  could  afford  to 
pajr  5  cents  on  100  bales  ana  take  it  out  of  his  $15  he  makes  profit 
on  it. 

The  Chairman.  Theoretically^  all  of  the  overhead  charge  in  the 
cotton  business  is  transferred  back  to  the  cotton  farmer,  is  not  that 
true? 

Mr.  Callaway.  I  do  not  know.  Of  course,  there  are  always  tisvo 
sides  to  every  question,  and  I  always  figure  everything  you  add  to 
the  amount  he  gets  he  pays  for  it.  To  reverse  it,  whenever  you  add 
to  the  cost  of  the  fertihzers  in  the  South,  the  farmer  pays  that. 

The  Chairman.  Undoubtedly. 

Mr.  Callaway.  And  the  fertilizer  manufacturer  to  the  farmer  natur- 
ally is  what  the  farmer  is  to  cotton. 

The  Chairman.  Not  always. 

Mr.  Callaway.  The  producer  pays  it  when  the  fertilizer  is  made 
up,  and  I  imagine  the  merchant  wno  sells  cotton  goods  would  pay 
all  the  expense  added  to  the  cotton  when  it  goes  the  other  way. 
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The  Chaibmak.  Suppose  this  tax  was  $5  a  bale,  or  $500  on  a  contract. 
That  kind  of  contract  could  be  dealt  in.  Don't  you  suppose  that 
$500  would  be  transferred  back  to  the  100  bales  ? 

Mr.  Caixaway.  I  do  not  think  it  would  be  dealt  in. 

The  Chairman.  Assume  it  would  be  dealt  in.  I  am  trying  to 
fix  the  proposition  that  theoretically  the  overhead  charms  on  cotton 
are  transferred  back  to  the  producer.  I  do  not  think  tnat  5  cents  a 
hundred  bales  could  possibfy  be  transferred  back  to  him. 

Mr.  Callaway.  I  do  not  think  so  either.  Under  this  idea  of  mine, 
all  the  money  you  get  would  be  spent  on  the  farmer,  and  under  this 
idea  I  think  we  all  ought  to  throw  in  a  little  to  help  him,  because  he 
has  been  treated  so  badly. 

Mr.  Humphreys  of  Mississippi.  May  I  ask  you  a  question  t  I  want 
to  get  information  about  a  matter  I  am  not  familiar  with.  These 
contracts  that  are  made  are  frequently  transferred  from  one  party  to 
another,  are  they  not  ?  That  is  to  say,  the  names  of  the  buyer  and 
seller,  as  the  case  may  be,  are  substituted  one  for  the  other.  If  you 
buy  a  future  contract,  for  instance,  and  subsequently  sell  it,  then  is  it 
possible  to  substitute  me  in  that  contract,  if  I  am 

Mr.  Callaway.  I  am  not  familiar  with  that  part  of  the  transaction. 
That  is  a  transaction  of  the  commission  house's  internal  workings,  you 
understand.  I  have  heard  and  understand  they  now  have  to  match 
buyers  and  sellers  and  ring  out  the  surplus  and  to  keep  it  down  to  a 
working  basis.  It  looks  reasonable  to  me,  but  I  am  not  famiUar  with 
it  and  can  not  go  into  the  details. 

Mr.  Glbnny,  If  you  will  pardon  me,  I  want  to  answer  Mr.  Lever's 
question.  We  have  had  an  experience  with  taxing  during  the  Spanish- 
American  War,  that  lasted  for  about  three  years,  and  nothing  such  as 
you  suggest  occurred.  It  could  not.  We  nad  to  stamp  every  notice. 
I  do  not  mean  the  word  "  notice  "  in  the  sense  of  a  dehvery  of  tne  pack- 
age, but  every  notice  that  went  from  one  broker  to  another  had  to  be 
Bumped.  That  is,  the  sUps,  as  we  call  them,  had  to  be  stamped  in 
the  office  before  they  left  the  office,  and  then  they  would  check  by 
the  receiver  of  the  slip  in  order  to  validate  the  contract;  there  is  no 
possibility  for  substituting  the  buyers  and  sellers  in  the  contract. 

The  Chaibman.  Would  not  this  tend  to  produce,  possibly,  the 
tendency  to  substitution  ? 

Mr.  Glennt.  Anybody,  Mr.  Chairman,  would  take  a  chance  to  do  a 
thing  of  that  sort  at  5  cents  a  hundred  bales  if  he  had  no  higher 
code  of  morals  than  that. 

Mr.  Humphreys  of  Mississippi.  You  did  not  catch  my  point. 
That  is  the  custom  to-day,  when  there  is  no  tax  at  all — is  it  or  not  ? 

Mr.  Glenny.  The  custom  is  to  treat  each  contract  as  a  separate 
contract. 

Mr.  Humphreys  of  Mississippi.  There  is  no  contract  for  the  sub- 
stitution of  buyer  and  seller  m  the  same  contract  as  when  one  man 
goes  out  and  another  comes  in. 

Mr.  Glenny.  The  contract  is  passed  through  the  open  market 
and  must  be,  on  the  sale  of  a  hunared  bales;  and  you  buy  a  hundred 
bales  and  then  you  sell  that  hundred  bales  to  somebody  else. 

Mr.  Humphreys  of  Mississippi.  Is  that  a  separate  contract  ? 

Mr.  Glenny.  It  amounts  to  a  separate  contract. 

Mr.  Humphreys  of  Mississippi.  Is  it,  in  fact,  a  separate  contract  J 

Mr.  Glenny.  Maybe  the  same  100  bales  is  being  hedged  on. 
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Mr.  Humphreys  of  Mississippi.  But  the  cotton  contract  however, 
is  a  separate  contract,  and  each  one  of  those  would  be  subject  to 
this  taxt 

Mr.  Glenny.  Each  one  w^uld  be  subject  to  this  tax,  absolutely. 

Mr.  HuMFHHEYS  of  Mississippi.  That  was  the  experience  of  the 
Spanish  War  tax. 

Mr.  Glenny.  They  got  one  experience  and  the  Government  took 
the  pains  to  send  inspectors  abound  to  check  up,  an^  there  was  not 
a  single  case  I  know  of  where  they  found  it  had  been  probably  done; 
and  mat  tax  amounted  to  35  cents  a  contract,  which  worked  a  great 
hardship  on  the  trade. 
'    The  Chairman.  How  much  was  the  tax  at  that  time? 

Mr.  Glenny.  It  was  based  on  the  $100  valuation.  Cotton  at  that 
time  was  seUing  in  the  neighborhood  of  7  cents,  and  it  would  be 
about  35;  but  it  fluctuated  as  the  market  fluctuated. 

Mr.  Humphreys  of  Mississippi.  It  amounted  to  about  35  cents  a 
hundred  dollars  ? 

Mr.  Glenny.  I  think  it  was  35  cents  a  hundred  dollars. 

Mr.  Callaway.  Seven  times  as  much  as  this  5  cents  tax  would  bet 

Mr.  Humphreys  of  Mississippi.  Do  you  know  how  much  revenue 
that  produced  ? 

Mr.  Glenny.  No,  sir. 

Mr.  Humphreys  of  Mississippi.  It  produced  a  whole  lot,  and  it  did 
not  break  up  trading,  did  it? 

Mr.  Glenny.  It  produced  a  whole  lift,  and  I  think  we  can  figure 
it  out.  It  did  not  break  up  trading,  but  it  nearly  broke  up  the 
brokerage  business. 

The  Chairman.  I  will  say  for  the  benefit  of  the  gentleman  from 
Mississippi  that  I  had  my  clerk  attempt  to  get  the  information  he 
desired,  and  the  clerk  has  not  been  able  to  get  it.  The  clerk  informs 
me  the  money  was  not  segregated  in  the  '^easury,  and  hence  there 
is  no  way  to  get  at  it. 

Mr.  Glenny.  I  want  to  say  to  you,  Mr.  Chairman,  on  the  point 
you  asked  Mr.  Callaway,  the  cotton  bore  the  burden  of  that  tax, 
because  it  was  charged  on  the  invoices  of  the  sales  that  the  brokers 
rendered  their  customers. 

The  Chairman.  What  do  you  mean  by  "  the  cotton  bore  the  burden 
of  the  tax  V    Do  you  mean  the  cotton  farmer  ? 

Mr.  Glenny.  Thirty-five  cents  was  too  much  to  be  absorbed. 

Mr.  Callaway.  You  said  a  minute  ago  that  it  nearly  broke  up  the 
brokers. 

Mr.  Glenny.  It  would  have 

Mr.  Callaway  (interposing).  They  could  not  both  of  them 
pay  it. 

Mr.  Glenny.  The  brokers  paid  the  larger  portion. 

Mr.  Callaway.  You  can  not  make  the  farmer  and  the  broker 
both  pay  it.  You  can  not  take  it  out  of  the  broker's  commission 
and  out  of  the  farmer  both.     I  will  let  you  take  either  side. 

The  Chairman.  The  statement  was,  1  think,  that  the  brokers  paid 
the  larger  part  of  it. 

Mr.  Callaway.  The  larger  part,  then,  was  not  paid  by  the  farmera, 
if  the  brokers  paid  it.  That  is  all  right.  He  can  put  it  where  he 
wants  to,  but  not  on  both  of  them. 

The  Chairman.  Proceed,  Mr.  Callaway. 
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Mr.  Callaway  (reading) : 

No.  10.  Cotton  of  perished  staple,  or  repacked,  false  packed  or  mispacked,  or  thaH 
shows  an  excess  of  seed,  sand,  dirt,  or  dust,  or  excessive  damage  in  ginning,  or  bales 
containing  any  pickings  or  linters,  hollies  or  machine  cotton,  or  that  is  less  than  seven- 
eights  of  an  inch  in  staple,  not  to  be  eligible  for  tender  on  contracts. 

NoWy  I  think  that  is  another  thing  that  ought  to  be  put  in. 

Mr.  Humphreys  of  Mississippi,  i  ou  think  ''merchantable"  would 
not  cover  that  ? 

Mr.  Callaway.  How  is  that  ? 

Mr.  Humphreys  of  Mississippi.  You  think  the  word  "merchanta- 
ble" would  not  cover  that? 

Mr.  Callaway.  No,  sir. 

Mr.  Humphreys  of  Mississippi.  It  would  not  ? 

Mr.  Callaway.  No,  sir. 

Mr.  Humphreys  of  Mississippi.  You  do  not  think  there  is  any  pos- 
sibility of  giving  you  the  maximum  staple;  there  is  no  occasion  for 
putting  in  the  maximum  ? 

Mr.  Callaway.  Oh,  no;  they  will  not  give  you  the  strong  ones. 
There  are  cotton  "runts"  to  give  you.  He  is  not  goine  to  gut  out 
one  of  these  16-hand  horses  or  mules  to  give  you,  out  ne  will  giva 
you  one  that  is  in  bad  shape.    He  will  not  give  you  a  good  one. 

The  Chairman.  Do  you  think  it  would  te  possible  j&r  any  expert 
to  determine  what  is  an  excess  of  sand  and  dirt  ? 

Mr.  Callaway.  Yes.  I  am  willing  to  leave  that.  Here  is  the 
next  one : 

No.  11.  The  Department  of  Agriculture  to  fumiBh  claasers  to  claas  the  cotton^  for 
which  they  are  to  receive  compeiuation  commensurate  with  the  value  of  their  serviceo. 

There  is  another  important  thing,  that  the  Department  of  Agri- 
culture form  this  cotton  department  and  let  them  furnish  classers  at 
the  New  York  Cotton  Exchange  and  at  the  New  Orleans  Cotton 
Exchange  and  elsewhere. 

About  how  much  do  you  pay  for  certificating,  Mr.  Marsh? 

Mr.  Marsh.  I  have  not  got  the  exact  figures,  but  iny  recollection 
is  the  cost  of  classification  in  the  New  York  Cotton  Exchange  waa 
something  like  $80,000  a  year— $60,000  to  $70,000  on  the  average 
amount  of  cotton. 

Mr.  Callaway.  It  is  25  cents  a  bale.  Here  is  the  bill  for  it  [exhibit- 
ing paper].  That  speaks  for  itself,  and  that  is  better  than  anybody's 
statement.  The  New  York  Cotton  Exchange  now  charges  25  cents  a 
bale  for  every  bale  they  issue  a  certificate  for.  They  mc^e  a  profit  oji 
that,  you  unHerstand. 

Mr.  Cone.  Tliere  is  a  guaranty  that  eoes  with  it. 

Mr.  Callaway.  Thev  make  a  profit  e^r  guaranteeing  it;  you  Imevb 
done  it,  have  you  notf 

Mr.  Cone.  We  do. 

Mr.  Callaway.  I  sav  for  the  whole  run  of  the  cotton  exchange  has 
it  or  net  shown  a  pront  t 

Mr.  Cone.  It  has. 

Mr.  Callaway.  It  has  shown  a  profit  since  1871.  That  is  a  good 
average. 

If  the  Grovemment  would  put  their  daseers  at  New  York  and  New 
Orleans  or  anywhere  they  start  a  cotton  exchange,  and  let  them 
examine  and  class  this  cotton  and  make  them  pay  25  cents  a  bale  for 
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it,  I  think  you  will  make  money  on  it.  Then,  another  thing  further 
than  that,  after  you  do  that  in  this  cotton  department  that  I  am 
talking  to  you  about,  then  let  the  Government  put  a  classer  at  every 
town  in  the  South  that  receives  5,000  or  10,000  bales  a  year,  and  let 
the  certificates  be  issued  from  the  warehouse. 

In  the  last  8  or  10  years  we  have  got  an  insurance  rate  of  tiround  10 
cents  down  there,  i  have  taken  up  cotton  in  New  York  and  paid  an 
insurance  rate  of  from  20  cents  to  $2. 

Mr.  Cone.  That  is  very  exceptional. 

Mr.  Callaway.  I  only  paid  10  cents  down  there.  Take  every 
warehouse  that  receives  10,000  bales  a  year  and  let  that  classer 
examine  the  cotton  when  it  isweifjhcd  and  mark  on  the  ticket,  and 
that  ticketnncludes  insurance,  and  if  it  bears  it,  the  poor  farmer  does 
not  lose  anything.  Let  him  put  the  class  here  and  sign  the  Govern- 
ment's name  to  it,  and  it  will  save  more  than  SI  on  every  bale  of 
cotton,  and  it  will  save  $15,000,000  a  year  by  samphng  and  resampling, 
trucking  and  retruckinff,  handling  and  rehandling,  and  let  that  ticket 
go  with  the  cotton  to  New  York  and  into  final  consumption,  and  you 
do  not  have  to  sample  it  ai^ain.  If  you  started  a  cotton  department 
and  examined  the  cotton  that  is  going  to  bo  taken  on  the  exchanges, 
it  will  not  be  but  a  year  or  two  before  you  will  put  classers  in  the 
South  at  the  gins  and  at  the  warehouses  who  \vill  sample  it  right  there 
and  save  all  that  waste. 

Mr.  Riddick,  about  how  many  bales  of  cotton  a  year  is  the  city 
crop  ? 

Mr.  Riddick.  About  150,000  bales. 

Mr.  Callaway.  About  1 50,000  bales.     That  would  be  $750,000 

Mr.  Hawley  (interposing).  It  would  be  $7,500,000. 

Mr.  Callaway.  Yes;  there  would  be  $7,500,000  of  waste.  That  is 
absolutely  wasted.  They  are  saving  $7,500,000  worth  of  cotton  that 
is  absolutely  wasted  now.  It  is  pimed  out  and  repacked,  the  sample 
is  repacked,  and  of  course  there  is  a  large  wastage.  Everv  time  the 
country  merchant  buys  it  he  pulls  out  and  wastes  a  half  a  pound, 
ftnd  the  cotton  buyer  wastes  a  pound,  and  he  sends  it  on  to  the  com- 
press, and  they  waste  2  or  3  pounds  more — take  out  more  samples. 
A  ^ood  bit  of  the  profit  made  in  shipping  the  cotton  is  on  samples  and 
adding  .6  pounds  more  tare  when  it  gets  there  by  just  hanging  patches 
on  that  make  it  weigh  more.  They  buy  jute  patches  and  put  them 
on  to  make  up  the  waste.  That  is  what  I  mean  by  educating  the 
farmer  in  this  matter  of  stopping  all  this  waste.  I  am  not  up  into 
higher  mathematics  and  can  not  present  this  thing  to  you  from  a 
scientific  standpoint,  like  Mr.  Marsh  will  do  when  he  gets  here,  but 
I  can  see  millions  and  millions  of  dollars  being  wasted — a  nickel  at  a 
time— and  there  is  no  sense  in  it;  and  if  the  ordinary  cotton  grower 
is  too  ignorant  to  know  these  things  himself,  you  gentlemen  should 
look  after  him  and  do  it  for  him.  This  is  a  big  tmng  and  you  will 
make  a  profit  on  it  at  the  cotton  exchanges.  Mr.  Q)ne  says  they 
have  made  a  profit  since  1871.  There  will  not  be,  then,  the  criticism 
of  undue  influence.  For  instance,  in  March  of  this  year,  March  cot- 
ton in  New  York  went  80  points  higher  than  May  cotton.  May  cot- 
ton ought  to  be  8  to  10  points  higher  than  March.  It  costs  15  points 
to  carry  it,  and  May  cotton  ought  to  be  15  points  over  March.  None 
can  be  raised  between  March  and  May,  and  May  cotton  ought  to  be 
worth  what  it  is  worth  in  March  plus  the  cost  of  insurance  and  carry- 
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ing.  There  is  a  big  spot-cotton  house  in  New  York  that,  rumor  says, 
was  long  on  March  and  was  short  on  May;  I  do  not  know  this,  but  it 
was  in  the  newspapers;  it  was  in  the  New  Orleans  papers,  the  Times- 
Democrat  and  others;  they  squeezed  the  shorts  and  made  them  pay 
them  $4  a  bale  and  carry  the  cotton  two  months  for  nothing. 

Mr.  Humphreys  of  Mississippi.  Mr.  Callaway,-  do  you  think  it 
would  be  desirable  or  workable  to  provide  in  this  contract  that  the 
cotton  can  be  delivered  at  any  of  the  designated  points  in  the  cot- 
ton country  where  it  is  purchased  ? 

Mr.  Callaway.  I  have  heard  that  argued  from  two  sides,  and  I 
have  no  opinion  on  it  one  way  or  the  other.  I  know  this,  that  if 
you  allowed  that  and  Mr.  Parker  was  to  buy  100  bales  of  cotton  in 
New  York,  they  would  find  where  he  wanted  it,  and  they  would 
give  it  to  him  at  the  farthest  place  from  where  he  wanted  it.  You 
might  find  that  they  might  give  it  to  him  in  Dallas.  DaUas  is  in 
Texas,  but  it  is  a  long  ways  from  where  he  wants  it.  They  would 
find  out  what  he  wanted  and  where  he  wanted  to  use  it,  and  they 
would  give  it  to  him  at  a  location  just  as  far  from  that  point  as 
possible,  and  one  that  would  take  the  longest  freight  rate  to  get 
there,  and  there  would  be  that  disadvantage  to  him. 

Mr.  Sloan.  Do  you  understand  that  these  cotton  men  are  in  any 
way  selfish  ? 

Mr.  Callaway.  Oh,  no,  sir;  I  am  not  criticizing  them.  I  would 
do  the  same  thing  if  I  was  in  their  place.  It  is  human  nature  for  a 
man  to  do  what  is  to  his  own  interest.  But  let  us  fix  it  so  it  can  not 
be  to  a  man's  interest  to  "rig"  the  game  and  then  we  will  lose  our 
"riffffere." 


Mr.  Habbison  of  Mississippi.  Mr.  Callaway,  do  you  believe  that  it 
would  be  better  to  have  these  conditions  that  you  have  enumerated 
continue  to  prevail  in  the  cotton  exchanges,  or  to  have  them  dis- 
continued— to  have  the  cotton  exchanges  abolished  ? 

Mr.  Callaway.  If  you  are  going  to  let  them  rim  like  they  are 
running  now  I  would,  rather  abolish  them,  because  this  last  faU, 
when  I  hedged  my  cotton,  I  would  have  done  as  well  to  have  bought 
pork  or  sold  pork  and  bought  butter  beans  or  sold  pigs  than  I  would 
to  buy  my  cotton  in  New  York.  I  do  not  think  you  ought  to  abol- 
ish them.  America  is  too  big  and  too  progressive  to  do  a  thing 
like  that.  You  are  not  going  to  do  that,  out  you  are  going  to  regu- 
late them,  and  you  can  not  regulate  them  to  save  your  life  where 
Mr.  Marsh's  fear  will  come  true  that  New  York  futures  ynl\  sell 
higher  in  New  York  than  in  southern  markets,  plus  the  cost  to 
cotton  concerns  to  get  them  there.  His  fear  will  never  come  true 
that  New  York  futures  will  sell  higher  than  actual  cotton  on  a 
commercial  basis  in  the  South,  plus  the  cost  of  getting  it  to  New 
York,  because  the  minute  it  goes  5  cents  higher  there  everybody  in 
the  South  will  ship  to  New  York  and  keep  it  from  ^oine  higher. 

Mr.  Habeison  of  Mississippi.  Even  if  we  aboUshea  the  cotton 
exchanges,  do  you  think  th'at  the  cotton  trade  could  adjust  itself 
to  the  changed  conditions  ? 

Mr.  Callaway.  Yes,  sir;  American  can  adjust  itself  to  anything. 
For  instance,  when  Columbus  first  landed  here  he  said  that  the 
toilet  and  sanitary  conditions  were  bad.  But  we  adjusted  our- 
selves to  that,  and  finally  bettered  the  conditions.  We  have  adjusted 
ourselves  to  various  conditions,  and  we  can  adjust  ourselves  to  this. 
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Mr.  Habbison  of  Mississippi.  How  would  it  adjust  itself  ? 

Mr.  Callaway.  I  do  not  Jknow.  We  have  a  way  of  meeting  those 
things  when  we  come  to  them,  and  we  have  a  way  of  not  crossing 
bridges  before  we  come  to  them,  and  we  find  that  a  lot  of  the  bridges 
are  steel  viaducts  when  we  do  actually  get  to  them.  I  do  not  thmk 
it  is  an  absolute  necessity,  but  I  think  it  would  be  very  improCTessive 
and  I  do  not  think  it  would  be  representative  of  America,  i  do  not 
think  you  gentlemen  are  goin^  to  do  it.  I  do  not  think  it  would 
protect  anybody  if  you  did  abolish  the  cotton  exchange,  and  I  think 
it  would  faie  going  back  to  the  dark  ages,  and  we  are  not  going  that 
way  in  this  country;  we  are  going  forward.  I  have  no  objections, 
personally,  to  their  running  it  just  as  they  want  to,  if  they  will  call 
it  the  Chestnut  Exchange  or  tne  Buckeye  Exchange,  or  something 
else;  but  I  have  an  objection  to  their  calling  it  a  cotton  exchange. 
This  was  in  Jahuary,  1910.  I  was  called  to  Akron,  Ohio.  This  was 
when  futures  went  aown  3  or  4  cents,  and  I  wired  my  place  as  follows: 

On  Tuesday  will  be  in  Akron,  Hotel  BuchteL  On  Friday  will  be  in  New  York. 
Wire  night  message,  Akron,  what  spot  cotton  can  be  bought  at,  and  can  spots  be 
bought. 

I  wanted  to  sell  some  goods,  and  I  wanted  to  know  what  cotton 
would  cost  me.  I  had  the  New  York  figures,  but  you  can  not  bank 
on  that  very  well  under  their  rules.  Mere  is  the  telegram  that 
came  from  my  man  at  home: 

Impossible  to  buy  spot  cotton  at  decline.  .  Firmly  held  15}  and  above. 

>  * 

I  sold  some  goods  that  day — January  19,  1910. 

Here,  on  January  20,  is  a  telegram  from  Springs  &  Co.,  where  I 
bought  cotton  to  hedge  the  goods  I  had  sold.  I  sold  the  customer 
goods  which  would  take  200  bales  of  cotton  to  manufacture.  I  cov- 
ered my  sale  of  that  day.  Here  is  the  original  telegram  from  Springs 
&  Co.: 

Bought  one  July  1399  and  one  1389  for  Unity  Spinning  Mills. 

Cotton  was  15^  at  home  that  same  day.  Here  is  a  telegram  from 
my  own  man  that  it  was  hard  to  buy  at  15}  in  the  South,  and  it  was 
13.89  in  New  York.  The  crop  was  better  up  in  New  York,  in  The 
Bronx,  than  in  Troup  County,  Ga.,  although  we  are  a  cotton  county. 
[Laughter;]  That  is  why  we  all  broke  the  law  in  1910  and  took  up 
some  cotton.  That  is,  we  asked  for  some  cotton  we  bought,  and 
somebody  came  along  and  got  in  league  with  the  Department  of  Jus- 
tice, and  just  for  buying  cotton  and  taking  it  ana  spinning  it  we 
were  tried  before  the  United  States  grand  jury. 

The  New  York  quotations  go  all  over  the  world,  and  that  is  why 
I  object  to  their  calling  it  the  cotton  exchange.  If  they  would  call 
it  the  buckeye  exchange  my  customer  at  Akron  would  not  be  deceived 
by  the  New  York  quotations. 

The  Chairman.  How  many  of  those  bales  could  you  spin  i 

Mr.  Callaway.  I  did  pretty  well.  They  spoke  about  that  year 
as  they  did  about  last  year.  I  understand  the  cotton  exchange  are 
getting  a  little  bit  more  religious  now.  They  are  rejecting  a  little 
more  now,  are  you  not,  Mr.  Cone  ?  I  have  it  from  one  of  the  biggest 
spot  houses  in  New  York  that  they  are  rejecting  cotton  now  just 
like  cotton  they  accepted  in  December. 

Mr.  Cone.  That  is  not  so. 
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Mr.  Callaway.  Is  it  not  a  fact  that  McFadden  asked  you  to  lower 
your  standards,  about  the  16th  of  March? 

Mr.  Glenny.  He  did  not. 

Mr.  Callaway.  Did  he  not  write  the  board  of  governors,  sayijig 
that  the  classij&cation  committee  was  too  strict  ? 

Mr.  Glenny.  Yes. 

Mr.  Callaway.  He  did  say  that  ? 

Mr.  Glenny.  Yes. 

Mr.  Callaway.  You  say  he  did  not  write  that  letter  until  after  he 
had  got  his  Marches  up  ? 

I  do  not  know  Mr.  McFadden's  business,  but  Mr.  Cone  says  he  wrote 
that  letter  between  the  10th  and  20th  of  March  to  the  board  of  gov- 
ernors, sayfaig  that  the  classification  committee  was  too  strict.  That 
is  where  the  effect  of  influence  comes  about  on  their  classers  to  class 
their  cotton.  Big  firms  like  McFodden's  have  a  powerful  influence. 
I  think  they  ought  to  have  laws  that  will  not  permit  them  to  use  it 
for  the  bad.  I  do  not  think  a  man  that  has  a  powerful  influence  ought 
to  have  a  right  to  influence  the  classification  committee,  many  of 
whom  are  his  friends  and  men  he  gives  a  heap  of  business  to;  and  if 

Iou  had  United  Stat^  classers  there  under  the  supervision  of  the 
department  of  Agiiculture,  I  do  not  care  how  much  business  he  might 
S've  out  to  the  other  brokers,  he  could  not  influence  the  classers  of  the 
epartment  of  Amculture.  I  think  it  is  very  important  that  the 
cotton  be  classed  oy  the  Government.  I  think  it  would  be  a  better 
contract.  1  think  everybody  would  rather  have  100  bales  classed  by 
the  Government  than  classed  by  a  company  that  has  as  good  a  man 
as  I  have  at  the  head  of  the  company.     [Laughter .1 

The  Chairman.  Mr.  Callaway,  bruiging  you  back  to  Mr.  Harri- 
son's question,  let  me  ask  as  to  the  effect  of  the  abolition  of  the  ex- 
change. I  agree  with  you  that  I  think  in  time  the  country  will 
adjust  itself  to  the  changed  condition,  but  during  the  transition  period 
would  you  not  likely  have  the  greatest  season  of  cotton  monopoly  in 
the  hands  of  big  firms  like  McFadden  &  Co.  and  others,  that  the  world 
ever  saw  ? 

Mr.  Calxaway.  I  do  not  know  whether  you  would  or  not. 

The  Chairman.  Is  that  not  likely  to  happen  ? 

Mr.  Caxlaway.  I  do  not  know.  There  are  two  sides  to  every  ques- 
tion. It-  is  my  idea  that  you  ought  to  continue  the  exchanges,  and 
encourage  them,  and  if  you  thinK  they  would  not  engage  in  specu- 
lation, let  me  say  that  I  will  bet  that  every  one  of  you,  or  nearly  every 
one  of  you  has  a  piece  of  land  that  you  are  speculating  on,  or  at  least 
you  are  speculatmg  in  some  way.  You  speculate  when  you  choose 
your  wife.  As  far  as  that  is  concerned,  that  is  the  biggest  specula- 
tion of  all.  Life  is  made  up  of  speculation.  If  it  was  not  for  specu- 
lation we  would  not  have  any  use  for  brains  at  all.  I  think  to  abolish 
tile  exchanges  would  be  a  mistake.  I  think  it  would  be  reactionary. 
I  think  it  would  be  nonprogressive.  I  do  not  think  it  would  be 
American  to  abolish  anything  like  an  exchange  for  the  broad  sale  of 
our  products.  What  we  need  is  more  exchanges.  We  need  vege- 
table exchanges  and  cabbage  exchanges  and  onion  exchanges,  and 
what  we  need  worse  than  anything  else  in  the  world  is  a  department 
for  marketing,  to  sell  our  goods  in  the  very  broadest  way.  However, 
if  you  have  these  exchanges  to  do  milking,  as  Uncle  Ben  Tillman  says, 
and  the  exchange  has  the  south  half  of  the  cow,  and  the  teats,  and  the 
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farmer  has  the  north  half,  and  all  the  exchange  has  got  to  do  is  to 
holler,  **Put  in  a  little  more  hay;  milking  is  getting  slow,"  then  I 
think  you  had  better  abolish  them.  But  that  is  not  necessary.  You 
gentlemen  have  done  many  more  wonderful  things  than  that.  Your 
regional  bank  is  a  more  wonderful  thing.  It  is  a  fine  thing.  And  if 
you  did  reduce  the  tariff  on  my  goods  from  37  J  to  7  per  cent,  I  think 

5 ou  did  right.  I  think  it  is  going  to  come  out  all  right,  absolutely, 
daughter.]  President  Wilson  asked  me  about  the  tariff,  and  I  said, 
"I  think  you  ought  to  reduce  mine  from  38  to  10  per  cent.  I  think 
he  must  have  thought  I  was  crazy.  I  said,  '^If  you  will  let  me  have 
that  38  per  cent  I  am  willing  that  it  should  stay  where  it  is,  but  1 
am  not  getting  it,  and  I  do  not  care  to  get  the  name  for  it;  and  I  am 
shipping  goods  to  England  to-da\*."  The  reason  I  want  that  10  per 
cent  is  that  England  can  not  flood  me  out  in  bad  times,  and  in  good 
time?  I  can  take  care  of  myself. 

The  Chairman.  We  have  entered  into  a  field  of  speculation  some- 
what of  what  might  happen  if  we  abolish  the  exchanges.  Let  me 
ask  you  in  this  paragraph  6  of  section  6,  where  we  provide  that 
cotton  of  perishea  staple,  or  cotton  that  is  repacked  or  false  packed 
or  mispacked,  etc.,  wnat  portion  of  the  total  provided  for  m  that 
classification  would  we  reject  ? 

Mr.  Callaway.  If  vou  will  just  add  in  there  ''boUies"  and 
"machine  cotton,"  I  think  you  have  got  about  what  we  need. 

The  Chairman.  Assume  that  the  committee  passed  that,  how  much 
in  the  total  number  of  bales  will  that  prohibit  tendering  on  contracts  f 

Mr.  Callaway.  Including  the  seven-eighths  of  an  inch  staple, 
too? 

The  Chairman.  Yes. 

Mr.  Callaway.  I  should  say  it  would  put  out  of  business  from 
250,000  to  750,000  bales  a  year,  according  to  the  season.  You  under- 
stand it  will  vary  every  year. 

The  Chairman.  Express  it  in  per  cent,  will  you  ? 

Mr.  Callaway.  I  should  say  from  2  per  cent  to  maybe  10  per  cent, 
if  something  was  not  to  happen  worse  tnan  ever  has  happened. 

Mr.  Hawley.  Seven  hundred  and  fifty  thousand  bales  would  not  be 
10  per  cent  of  15,000,000. 

Mr.  Callaway.  I  said  10  per  cent,  providing  something  were  to 
happen  that  never  has  happened. 

Mr.  Hawley.  I  would  stay  down  nearer  to  the  ground. 

Mr.  Callaway.  No;  I  said  from  2  per  cent  to  10  per  cent. 

Mr.  Hawley.  Ten  per  cent  would  oe  more  than  it  would  ever  be. 

Mr.  Callaway.  I  do  not  think  it  would  be  that  many. 

Mr.  Hawley.  You  do  not  think  it  would  be  over  750,000  ? 

Mr.  Callaway.  That  is  just  a  guess,  and  I  would  just  as  soon  ask 
a  black  nigger  that  comos  along  to  guess  at  it,  because  nobody  can 
tell.  I  would  say  it  might  be  twice  as  many  bales  as  it  was  a  year 
ago. 

The  Chairman.  You  do  not  think  that  would  be  over  10  per  cent? 

Mr.  Callaway.  I  do  not  think  it  would  possibly  be  over  that. 
Mind  you,  suctf  cotton  is  sold  by  private  treaty  now.  There  is  a 
market  for  that  cotton,  and  there  is  also  a  market  for  ''runts,"  and 
there  is  a  market  for  ^ 'wormy  apples'';  but  they  make  cider  out  of 
them,  and  they  do  not  make  baked  apples  and  cream  at  35  cents  a 
head,  like  they  do  down  here  at  the  New  Willard. 
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Ml'.  Taylob.  How  do  you  know  ? 

Mr.  Callaway.  I  had  35  cents'  worth  this  morning,  and  Lewis 
Parker  paid  for  it.  1  thought  it  was  good  stuff,  and  good  stuff  brings 
good  prices.  But  you  can  go  right  around  the  corner  to  a  restau- 
rant aown  on  a  side  street,  and  you  can  get  that  for  10  cents — that 
is,  with  a  woito  throAvn  in;  a  little  meat  thrown  in,  and  a  few  microbes 
and  bacteria,  and  a  s])ell  of  typhoid  fever  tlirown  in.  That  is  what 
they  are  doing  with  these  *^ runts"  here. 

I'he  Chairman.  Mr.  Callaway,  in  section  6  of  the  bill,  where  we 
provide  that  the  differences  above  or  below  the  contract  ])rice  shall 
be  detennined  by  taking  the  average  actual  commercial  difference  in 
value  in  the  spot  markets  of  eight  placi  s,  do  you  think  there  is  any  , 
probability  of  strong  influences  getting  together  and  influencing  those 
markets  ? 

Mr.  Callaway.  I  should  think  so.  If  I  were  going  to  deliver  cotton 
under  this  bill  in  New  Orleans  six  days  before  the  time  I  intended  to 
deliver  I  would  see  that  the  periods  for  making  the  actual  sale  favored 
me,  as  jgood  a  man  as  I  am.  [Laughter.]  If  I  were  going  to  deliver 
cotton  LQ  New  Orleans  under  this  system,  six  days  before  1  got  ready 
to  deliver  it  I  would  go  out  and  buy  a  bale  and  sell  a  bale  and  get  the 
differences  that  I  wanted,  say,  six  days  later;  I  would  make  a  market 
to  work  on. 

Mr.  Taylor.  You  mean  by  that  you  would  fix  the  price  ? 

Mr.  Callaway.  I  would  try  to  make  the  differences  where  it  would 
pav  me  six  days  after,  when  I  deUvered  it. 

Mr.  Taylor.  That  is,  where  the  market  is  based  upon  the  price  of 
an  V  one  point  1 

Mr.  Callaway.  That  is  it,  exactly.  Let  us  take  that  temptation 
away  from  them,  then  they  will  aU  join  the  chm-ch  at  the  big  revival 
in  the  spring. 

The  Chairman.  Let  us  get  our  record  straight,  Mr.  Callaway,  be- 
cause we  have  got  to  depend  on  this  testimony  in  our  statement  on 
the  floor.  I  was  assummg  that  this  committee  would  accept  your 
suggestion  this  morning  to  cut  out  this  one-market  price  and  leave 
in  me  eight  markets.  Mv  question  goes  to  the  point  whether  or  not 
there  would  be  any  possioihty  of  manipulation  of  the  eight  markets* 

Mr.  Callaway.  Some  of  them  disagreed  with  me.  Maybe  they 
are  right.  In  looking  after  everything,  you  see,  I  look  at  it  as  if  I 
were  tlie  cow.  I  must  not  tell  them  my  cow  tale,  must  I,  Mr.  Parker  ! 
That  won't  do,  will  it?  It  is  a  good  one,  though;  it  will  be  worth 
money  to  you  fellows.     It  won't  take  but  a  minute  to  tell  it. 

Mr.  Taylor.  Go  ahead  and  tell  it. 

Mr.  Callaway.  It  happened  in  the  little  country  town  of  Lagrange. 

The  CWiRMAN.  Do  you  want  it  to  go  in  the  record  1 

Mr.  Callaway.  All  right;  let  it  go  in.  I  am  not  ashamed  of  it. 
I  never  tell  smutty  stories. 

In  the  little  countiy  town  of  Lagrange,  where  the  neighbors  come 
in  and  sit  around  in  the  grocery  store  and  whittle  pine  and  swap 
stories  and  pass  the  time  of  day  instead  of  working,  they  were  all 
sitting  around  one  evening  when  a  farmer  walked  in  and  said,  ''Bovs, 
I  have  lost  my  cow  and  I  want  ypu  to  spread  the  news  around,  and  if 
anybody  finds  her  I  will  give  him  $5."  There  was  a  half-witted  fellow 
Bitting  on  a  box,  and  he  said,  ^'Do  you  mean  that  you  will  give  S5  to 
anybody  that  finds  your  cow?''     "Yes."     The  fellow  walked  out 
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and  Mr.  Jones  spent  the  evening  talking  with  his  neighbors,  and  by 
and  by  the  half-witted  fellow  came  back  in  and  said,  "Mr.  Jones,  here 
is  your  cow."  Mr.  Jones  said,  "Tell  us  how  you  found  the  cow." 
He  said,  "When  you  said  you  would  give  $5  to  anybody  that  found 
your  cow  I  went  out  in  front  and  set  on  that  Octagon  soap  box,  and 
while  I  was  sitting;  there  I  said  to  myself,  'I  ain't  had  any  money  for 
a  long  time,'  and  I  wanted  some,  and  I  said  to  myself,  'If  1  was 
Mr.  Jones's  cow,  now,  where  would  I  go  ?'  I  thought  of  all  the  grass 
being  killed  by  this  heavy  frost  except  a  Uttle  piece  down  in  that 
little  place  at  McClellan  Springs,  where  there  are  heavy  trees  and  the 
grass  IS  still  green  down  there.'  I  said,  'If  I  was  Mr.  Jones's  cow  I 
would  keep  on  going  imtil  I  came  to  that  green  grass  under  those  trees,' 
and  I  went  down  there  and  found  her."     [Laughter.] 

Whenever  I  look  at  one  of  these  things  I  always  look  at  it  as  if  I 
were  a  cow,  and  I  would  keep  on  going  until  I  got  to  the  green  grass. 

Lets  see — ^where  was  I  at  ?    I  want  to  apply  that  story. 

Oh,  yes.  You  asked  me  what  would  I  do  about  these  eight 
markets  1 

The  Chaieman.  Yes. 
-..  Mr.  Callaway.  If  these  United  States  belonged  to  me,  I  would 
have  a  man  at  the  head  of  the  Department  of  Agriculture  in  whom  I 
had  confidence.  He  is  a  Cabinet  officer.  He  is  one  of  the  President's 
Cabinet,  and  he  has  confidence  in  him.  I  have  confidence  in  every 
Senator  and  in  every  Congressman  that  we  have  here.  The  Presi- 
dent gets  the  best  men  he  can.  I  would  leave  it  to  him  to  establish 
this  department,  and  I  would  have  a  man  with  character  and  I  would 
pay  him  a  big  salary.  I  would  make  several  of  these  spot  markets. 
I  would  first  make  a  law  that  these  spot  markets  have  to  quote  the 
Government  grades.  I  would  have  mvestigators  drop  in  and  see 
these  folks  and  get  acquainted  with  them,  ana  find  out  whether  there 
is  any  jockeying  being  done;  and  if  there  is  any  jockeyiiig  going  on 
in  the  exchange  I  woiud  cut  them  out  and  say  to  them,  "Gentlemen, 
you  are  jockejing  the  markets,  and  we  can  not  use  you  as  one  of 
our  basing  pomts  until  you  quit  jockeying."  I  would  let  him  select 
the  cities,  if  it' was  me.  I  would  say  he  should  base  these  differences 
©n  the  spot  market  in  eight  cities  to  be  selected  by  him. 

Mr.  Hawley.  How  often  would  you  change  it  ? 

Mr.  Callaway.  Whenever  the  differences  fluctuated.  If  bad  rains 
eome  that  affect  the  market,  then  change  it. 

Mr.  Hawley.  How  often  would  you  change  ? 

Mr.  Callaway.  Every  time  a  rain  comes.  If  it  did  not  come  it 
would  not  change  until  December. 

Mr.  Hawley.  I  mean  how  often  would  you  change  the  towns  ? 

Mr.  Callaway.  Whenever  he  pleases.  That  is  the  way  I  would  do 
it.  I  would  have  a  man  of  such  character  that  I  would  leave  it  to 
him,  and  I  beUeve  he  would  do  it  properly  and  squarely,  and  anyway, 
3  he  made  a  mistake  it  would  be  a  mistaRe  of  the  head  and  not  of  the 
heart,  and  there  are  not  many  people  hurt  by  that  kind  of  mistakes. 

The  Chairman.  iVssuming,  however,  Mr.  Callaway,  that  the  com- 
mittee might  think  that  is  too  much  power  to  place  in  the  hands  of 
one  man,  what  would  you  do  ? 

Mr.  Callaway.  I  would  suggest  Savannah,  New  Orleans,  Memphis, 
Galveston,  Houston — that  is  five. 
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The  Chairican.  Yesj  would  vou  fix  those  places  in  the  bill  or  leave 
it  to  the  Secretary  to  fix  them  f 

Mr.  Callaway.  Either  onej  it  would  not  make  any  difference. 

The  Chairb£an.  Do  you  thmk  there  would  be  any  probability  of 
manipulation  of  those  markets  1 

Mr.  Callaway.  There  are  too  many  of  them.  Then  again,  I  would 
allow  this  cotton  department  to  have  a  sort  of  Bums  man,  a  sort  of 
secret  service  man  drop  down  there  and  talk  shop  and  find  out  some- 
thing about  what  they  are  doing  in  Augusta  or  New  Orleans,  and  if 
they  are  running  this  "rig"  game,  you  understand,  just  simply  say 
tothem,  "We  are  not  satisfied  with  the  way  you  are  'rigging'  your 
game;  and  until  we  are  satisfied  we  will  not  establish  you  as  one  of  the 
spot  markets."  If  he  Joined  the  chiu'ch  and  comes  back  again,  put 
him  back  on  the  list.  1  believe  your  cotton  department  ought  to  have 
enough  sense  to  do  that,  and  I  beUeve  they  will  do  it  straight. 

The  Chairman.  Is  there  anything  further,  Mr.  Callaway  ? 

Mr.  Callaway.  I  do  not  know  of  anything.  It  looks  to  me  like  all 
you  can  do,  after  all  this,  is  just  to  pass  the  bill,  as  I  have  told  you. 

Mr.  Haitgen.  I  would  like  to  know  what  you  think  about  stand- 
ardizing the  gradinff. 

Mr.  Callaway.  I  do  not  want  to  standardize  but  one  set  of  grades. 

Mr.  Hauoen.  Who  is  to  fix  the  gi'ades  ? 

Mr.  Callaway.  Who  is  to  classify  it  ? 

Mr.  Haugen.  Yes. 

Mr.  Callaway.  Let  the  Department  of  Agriculture  hire  experi- 
enced classers.  The  New  York  Cotton  Exchange  has  got  theirs,  and 
New  Orleans,  and  everybody  would  like  to  work  for  the  Government, 
because  they  will  ])e  in  the  civil  service  and  can  not  be  turned  off. 

Mr.  Haugen.  Whom  do  you  propose  should  make  the  inspection  ? 

Mr.  Callaway.  I  can  get  you  moie  classers  within  100  miles  of 
Lagrange  than  are  in  New  York  and  New  Orleans  put  together,  and 
I  can  get  them  for  half  the  price  they  are  paying,  ana  they  are  making 
a  profit  on  theirs.     We  haven't  got  on  to  the  city  ways  down  there  yet. 

Mr.  Haugen.  Let  us  got  down  to  this  grading.  You  are  in  favor 
of  uniform  grades,  you  say  ? 

Mr.  Callaway.  Yes,  sir;  Government  ^ados. 

Mr.  Haugen.  And  Government  inspection? 

Mr.  Callaway.  Yes,  sir. 

Mr.  Haugen.  Then  we  should  provide  the  machinery  to  do  the 
inspection  ? 

Mr.  Cali-away.  Yes,  sir;  I  think  so.  I  would  have  the  cotton 
bureau  put  these  togs  on  right  from  the  start.  It  would  mean  pro- 
tection to  the  farmer. 

Mr.  Haugen.  This  b'll  does  not  direct  the  Secretary  to  do  that;  it 
8ft vs  that  he  may. 

"Mr.  Callaway.  I  would  direct  the  establishment  of  a  cotton 
bureau,  and  I  would  have  the  classers  come  in  under  that  bureau,  and 
let  them  mnke  a  charge  of  25  cents  a  bale,  and  they  can  use  that  to 
fight  the  boll  weevil  or  something  else,  and  it  will  be  a  benefit  to  the 
fanner. 

Mr.  Haugen.  Then  you  are  in  favor  of  uniform  standards  ? 

Mr.  Callaway.  YesJ  sir. 

Mr.  Haugen.  And  Federal  inspection  ? 
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Mr.  Callawat.  Yes,  sir;  and  one  standard.  That  is  the  biggest 
thing  of  all,  although  aU  of  these  are  big  things. 

Mr.  Haugen.  You  believe  that  the  Secretary  should  be  directed  to 
do  that  and  not  simply  leave  it  up  to  him  ? 

Mr.  Callaway.  Yes.  sir.  '*  Little  drops  of  water  and  littlegrains 
of  sand  make  the  mignty  ocean  and  the  beauteous  land.''  Tnat  is 
the  thing.  These  Uttle  things  that  we  tack  onto  this  bill  are  some 
of  the  biggest  things  in  the  whole  proposition. 

Mr.  Haugen.  Why  do  you  favor  uniformity  in  grading? 

Mr.  Callaway.  Government  standards,  you  mean  ? 

Mr.  Haugen.  Yes;  and  what  advantage  is  there  in  having  Govern- 
ment inspection  of  cotton  ? 

Mr.  Callaway.  The  advantage  of  uniform  standards  is  that  now 
Augusta  and  Savannah  have  different  standards,  New  York  and  New 
Orleans  have  different  standards.  They  call  it  by  the  same  name,  but 
it  is  not  the  same  grade.  Your  good — ordinary  good — in  New  York  is 
different  from  your  good — ordinary  good — ^in  New  Orleans,  is  it  not? 

Mr.  Cone,  i  es,  sir. 

Mr.  Callaway.  And  your  Augusta  middling  and  Savannah  mid- 
dling is  different,  is  it  not  ? 

Mr.  Cone.  Yes,  sir. 

Mr.. Callaway.  I  would  do  that  so  that  each  town  would  have 
the  same  grades  that  other  towns  have,  and  if  other  towns  want  to 
be  a  spot  market,  let  them  adopt  the  Government  grades. 

Mr.  Haugen.  Why  do  you  ravor  Federal  inspection  over  that  of 
the  inspection  of  the  officials  of  New  York  ? 

Mr.  Callaway.  Because  it  wiU  give  confidence  to  the  certificate 
and  will  be  a  source  of  profit  to  the  Government,  that  can  be  used  to 
further  advance  "the  agnculture  of  America.  I  would  pay  $25  a  hun- 
dred bales  more  for  a  hundred  bales  with  the  Government  certificate 
than  I  would  one  of  a  classer  of  a  private  company. 

Mr.  Hawley.  How  could  you  afford  to  do  that  ? 

Mr.  Callaway.  One  of  the  biggest  spot  houses  in  New  York  has 
written  me  in  the  last  week — and  1  have  got  his  letter — tiiat  the  New 
York  Cotton  Exchange  accepted  cotton  in  December  such  as  they 
are  refusing  now,  you  understand.  That  would  indicate  they  have 
changed  their  system  of  grading  there,  and  without  any  any  knowledge 
of  the  public,  because  somebody  up  there  has  given  them  instructions 
to  change.  I  say  there  can  not  be  any  influence  brought  to  bear  on 
the  United  States  Government  to  change  their  system  a  little,  stick 
on  a  little  here  and  raising  a  little  there,  etc. 

Mr.  Haugen.  You  tliink  if  the  Government  classes  cotton  there 
will  be  $25  more  to  you 

Mr.  Callaway  (interposing).  Of  insurance,  certainly. 

Mr.  Haugen  (continuing).  In  the  hundred  bales  than  under  the 
present  system? 

Mr.  Callaway.  Yes,  sir. 

Mr.  Harrison.  Do  you  believe  that  the  provision  for  the  standards 
and  the  grading  is  of  greatest  importance  m  the  biU  under  considera- 
tion ? 

Mr.  Callaway.  The  most  important  Ls  that  when  you  get  a  classer 
at  the  warohouso,  there  is  many  a  poor  plain  nigger  and  ignorant 
farmer  that  is  selling  cotton  now  and  not  getting  its  value  for  it. 
My  idea  is  to  take  this  money  and  educate  him  and  let  the  Govern- 
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mentput  a  classer  on  there,  and  then  it  does  not  take  any  man  with 
experience  in  the  market  to  tell  what  the  grade  is.  Don't  you  know 
that  is  true,  Mr.  Lever? 

The  Chairman.  That  is  undoubtedly  true. 

Mr.  Callaway.  Another  thing;  an  ignorant  man  comes  in  there 
with  a  bale  of  cotton,  and  he  does  not  stand  any  more  chance  than 
a  snowbaU  in  hades. 

Mr.  Harbison.  That  is  true  in  every  local  market. 

Mr.  Callaway.  There  is  where  you  men  of  experience  ought  to 
make  a  law  by  which  the  ignorant  man  will  be  taken  care  of.  I 
think  there  is  a  responsibiUtv  on  you  to  do  it.  I  do  not  think  the 
big  fish  ought  to  eat  the  little  oneg.  I  think  they  ought  to  protect 
the  little  ones. 

Mr.  Moss.  Do  you  mean  that  the  Federal  classers  should  be  in  all 
the  markets,  or  just  the  big  markets  ? 

Mr.  Callaway.  To  start  with,  in  New  Orleans  and  in  New  York^ 
and  then,  when  those  have  been  put  in,  extend  it  to  other  places.  It 
would  not  cost  any  more  to  make  these  than  demonstrators  that  are 
talking  about  the  ooll  weevil  down  there  do  that  work. 

Mr.  Moss.  What  protection  would  the  Federal  character  of  the 
classers  give  to  the  plain  negro  that  brings  in  one  bale  of  cotton  ? 

Mr.  Callaway.  It  would  not;  but  you  have  got  to  do  this  a  little 
at  a  time.  If  you  have  got  enough  nerve  to  do  this  now,  I  would  do 
it  now. 

Mr.  IIawley.  The  committee  wants  to  do  the  right  thing,  and  we 
want  to  find  out  what  is  the  thing  to  do. 

Mr.  Callaway.  You  can  hire  eood  classers,  men  of  character,, 
that  were  bom  and  raised  down  thero  and  belong  to  the  Methodist 
Church,  the  same  as  John  Hill  does,  and  they  \^ill  do  their  duty. 

Mr.  Hawi-ey.  In  order  to  make  this  a  benefit  to  the  grower,  he 
would  have  to  have  this  established  right  away  ? 

Mr.  Callaway.  If  you  put  it  aU  over  the  South,  you  can  not  do  it 
in  a  minute.     It  would  take  several  years. 

Mr.  Hawley.  If  the  Government  provides  for  inspection  in  every 
big  house,  what  is  necessary  to  protect  or  benefit  the  cotton  grower? 
That  is  what  I  am  getting  at. 

Mr.  Callaway.  If  it  were  my  cow  and  I  were  as  big  as  the  United 
States  Government,  I  would  put  a  classer  in  every  warehouse  of  the 
United  States,  and  I  would  nave  the  cotton  graded  as  it  came  from 
the  gin.     You  understand  that  enormous  waste  would  be  saved. 

1&.  Hawley.  Federal  regulation  could  not  be  applied  to  intrastate 
traffic. 

Mr.  Callaway.  It  would  apply  to  cotton  that  is  going  to  be  used 
in  interstate  traffic,  which  means  most  of  it. 

Mr.  Hawley.  "Wnat  is  your  estimate  of  the  number  that  would  be 
required?     At  how  many  points  would  they  be  necessary? 

Mr.  Callaway.  How  many  men  ? 

Mr.  Hawley.  At  how  many  places  would  you  need  inspectors  ? 

Mr.  Callaway.  I  would  thmk  if  you  did  it  that  way  it  would  take 
several  thousand  inspectors. 

Mr.  Taylor.  You  would  have  to  have  one  at  every  gin,  would  you 

not? 
Mr.  Callaway.  I  think  the  warehouse  would  be  better  than  the 

gin.     That  is  where  it  should  first  receive  written  notice.     Twenty 
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gins  might  supply  one  warehouse.  You  do  not  sell  it  from  the  gin, 
but  from  the  warehouse. 

Mr.  Young.  That  may  be  true  in  your  country,  but  I  am  from  one 
of  the  largest  cotton  States  in  the  country 

Mr.  Callaway  (interposing).  Texas. 

Mr.  Young  (continumg).  And  we  have  not  got  any  warehouses. 
Would  it  not  be  stiU  better  to  have  this  system  worked  from  the  gin? 

Mr.  Callaway.  Here  is  the  idea:  If  jou  had  this  system,  the 
cotton  would  be  better  collateral  than  it  is  now.  If  you  had  it 
stored  in  a  warehouse  and  anybody  could  see  what  the  grade  it, 
you  would  have  better  collateral  than  it  is  now,-  laying  out  in  the 
wet  like  it  does  not  belong  to  anybody.  Then,  would  not  vou  people 
be  able  to  borrow  money  and  hold  it  until  somebody  wanted  it  instead 
going  in  at  distress  times,  when  he  has  got  to  pay  his  bills?  Then 
mey  will  get  the  value  of  their  cotton,  because  tneycan  hold  it  until 
the  other  man  wants  it.  If  you  add  character  to  the  tickets,  they 
will  build  warehouses.  Mr.  Ehike  is  talking  about  putting  $5,000,000 
in  warehouses  in  the  South  now.  If  you  want  to  come  right  down 
to  the  root  of  the  thing,  if  you  will  have  at  every  warehouse  a  Gov- 
ernment classer  to  class  the  cotton,  the  ignorant  man  will  get  a 
better  price  for  his  cotton,  and  your  certificate  will  be  better  collat- 
eral in  the  market. 

Mr.  Young.  In  Texas  every  town  that  has  a  cotton  market  has  a 
public  weigher,  under  the  Texas  law.  Take  my  little  town,  we 
market  from  15,000  to  25,000  bales  of  cotton  from  that  one  town. 
There  are  some  8  or  10  markets  in  that  one  county.  That  public 
weigher  is  a  State  officer. 

iir.  Callaway.  Yes.  Let'  that  man  be  your  classer,  and  give 
him  an  assistant  to  help  him  do  the  work,  and  let  his  certificate 
show  the  grade. 

Mr.  Harrison.  Mr.  Callaway,  I  never  had  heard  that  suggestion 
before,  as  far  as  I  am  concerned.  I  had  never  read  of  it.  It  appeals 
to  me.  I  just  want  to  ask  you,  is  that  original  ?  Have  you  heard  that 
idea  discussed,  or  read  it  before,  of  these  inspectors  at  these  towns  t 

Mr.  Callaway.  I  have  a  young  man  in  my  office,  about  tiat  high 
[indicating]  that  handles  our  correspondence.  He  got  up  that  idea. 
He  has  been  with  me  several  years. 

Mr.  Glenny.  Let  us  have  his  name. 

Mr.  Callaway.  No,  sir.     You  all  might  want  to  hire  him. 

The  Chairman.  Let  me  say  that  there  is  pending  before  this  com- 
mittee a  bill  which  involves  the  very  idea  you  have  expressed,  on  the 
gain  proposition,  a  bill  introduced  by  me  but  prepared  by  the 
epartment  of  Apiculture,  and  I  may  say  that  it  is  my  intention, 
if  the  committee  is  willing,  when  we  finish  this  legislation,  to  take 
up  that,  and  when  we  have  finished  other  legislation  that  we  have 
mapped  out  here. 

Mr.  Hawley.  Without  the  fixing  of  a  standard  this  bill  would  be  of 
no  value  whatever;  you  must  have  somebody  to  fix  a  grade. 

Mr.  Callaway.  The  Government  is  to  fix  a  standard. 

Mr.  Hawley.  Then,  the  two  have  to  be  carried  together,  because 
one  without  the  other  would  not  be  valuable  ? 

Mr.  Callaway.  If  you  have  got  the  nerve  to  put  them  in  effect, 
that  is  the  thing  to  ao.     But  I  thought  you  could  not  stand  to  go 
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ahead  so  fast  all  at  ouce^  so  my  idea  was  that  you  would  put  them  at 
the  exchanges  one  year,  and  if  it  worked  out  you  would  try  the  big 
towns  and  finally  get  it  to  the  little  ones.  The  rural  free  delivery 
started  that  way.  It  did  not  start  all  over  the  country  all  at  once. 
There  were  at  drst  just  three  or  four  places  that  were  picked  out  to 
experiment  with. 

Mr.  Ha WLEY.  How  are  you  going  to  help  by  putting  them  in  your 
bi^  exchanges  ? 

Mr.  Callaway.  You  are  going  to  help  everybody  except  the  man 
who  wants  to  make  the  thii^  a  uttle  different  from  what  it  is. 

Mr.  Taylob.  You  will  not  help  the  farmer — this  ignorant  farmer — 
because  he  has  already  sold  it.- 

Mr.  Callaway.  He  has  got  some  more  to  sell  this  year,  and  next 
season.    The  quotations  on  the  exchange  this  sununer  will  aflPect  the 

Erice  next  fall.  The  New  York  Cotton  Exchange  quotations  have  a 
igger  effect  than  you  think  for.  I  myself  know  when  I  have  got  a 
lot  of  cotton  on  hand  and  the  New  York  price  goes  down  40  points 
I  sometimes  groan  and  say,  ' '  Great  God.  1  have  got  the  same  cotton 
I  had  20  minutes  before,  but  they  have  ^done  marked'  it  down  40 
points."  A  man  feek  rather  queer,  and  it  sometimes  makes  me  groan 
when  they  knock  it  off  40  points  in  one  day. 

Henry  Grady  said  once  that  they  got  him  in  a  speculation  and  he 
bought  100  bales  of  cotton,  and  he  got  a  telegram  from  his  broker 
with  the  one  word  *'  wren."  He  says,  '  What  does  this  mean, ''  wren  ?" 
Somebody  said,  ''Deposit  $1,000  m  bank  and  have  bank  wire;"  and 
Henry  Grady  said,  *'  Thank  God  they  didn't  say  '  turkey.'  "  [Laugh- 
ter.] 

Tlie  Chairman.  Is  it  not  a  fact  that  the  average  farmer  always 
sells  his  cotton  on  a  declining  market } 

Mr.  Callaway.  Certainly.  Everybody  does.  You  and  I  do  the 
same  thing.  It  is  human  nature  to  get  nd  of  the  thing  that  is  going 
down  and  buy  things  that  are  going  up. 

The  Chairman.  This  cotton  exchange  business  in  New  York  has 
worked  injury  to  some  of  you  people? 

Mr.  Callaway.  I  will  tell  you  what  it  has  done.  It  has  busted 
some  of  the  biggest  old  cotton  iSrms,  for  instance,  Inman  &  Co.,  of 
Augusta,  Ga.  They  sold  cotton  for  delivery  in  the  spring,  bought 
New  York  futures  as  hedge,  spot  cotton  aavanced  and  New  York 
futures  declined,  and  they  lost  tlieir  whole  capital,  although  they 
were  doing  a  le^timate  business,  and  were  not  speculating  at  all. 

5(fr.  Reillt.  You  have  not  su^ested  any  remedy  for  preventing 
shoving  it  up  and  down. 

Mr.  Callaway.  I  have  absolutely  suggested  a  remedy  to  prevent 
a  man  artificially  squeezing  you  out.  I  ao  not  want  you  to  say  that 
cotton  shall  be  5  cents  or  20  cents.  Let  cotton  sell  for  what  it  is 
wor^,  and  I  hope  it  will  always  Ining  a  high  price. 

Mr.  Reilly.  If  tide  cotton  market  does  not  go  up  and  down  how 
would  the  speculat(»:s  h  ve  ? 

Mr.  Callaway.  I  do  not  know  .that  we  want  to  pass  a  law  just  to 
take  care  of  the  speculators.  I  would  rather  lose  them  as  a  by- 
product and  mash  4Jiem  sometimes  for  the  benefit  of  producer. 

Mr.  Reilly.  If  you  are  goic^  to  have  a  cotton  market  you  have 
got  to  have  these  variations. 
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Mr.  Callaway.  I  do  not  object  to  the  legitimate  variations  or 
legitimate  fluctuations.  I  do  object  to  May  cotton  going  down  2 
cents  when  actual  cotton  has  gone  up  1  cent. 

Mr.  Reilly.  As  long  as  you  let  men  speculate  on  your  business 
they  will  do  that.     You  have  not  suggested  any  remedy. 

Mr.  Callaway.  If  you  will  pass  this  bill  it  will  stop  it.  You  will 
find  out  that  the  price  will  balance  itself  back  and  forth,  and  when- 
ever it  gets  too  high  they  will  ship  cotton  from  the  South  and  they 
will  hold  it  down,  and  wnen  it  gets  to  going  down  too  low  the  mer- 
chants will  take  it  up.  If  you  fix  it  on  this  basis  the  cotton  pro- 
ducers of  the  South  will  k^ep  it  from  going  too  high  and  the  mer- 
chants will  come  in  and  take  it  up  as  it  gets  too  cheap. 

Mr.  Reilly.  The  only  thing  you  are  a^aid  of  is  low  cotton  in  the 
New  York  market  after  you  have  bought;  you  are  not  afraid  of  higjh 
cotton  ? 

Mr.  Callaway.  I  want  the  New  York  price  to  represent  the  real 
price  of  cotton  at  which  it  is  disposed  of. 

Mr.  Reilly.  A  rising  market  does  not  bother  you  at  all  ? 

Mr.  Callaway.  It  does.    A  rising  market  has  hurt  me. 

Mr.  Reilly.  How  can  it  hurt  youl 

Mr.  Callaway.  Why,  the  time  that  cotton  went  up  to  17.89  I  did 
not  sleep  well  for  six  months.  When  vou  get  goods  up  beyond  a 
certain  price  you  can  not  sell  them  freely. 

The  (JHAiRMAN.  Mr.  Callaway,  have  you  concluded  your  state- 
ment? 

Mr.  Callaway.  I  have  already  said  too  much,  because  I  am 
afraid  you  will  make  it  worse  than  I  have  asked  you  to. 

The  Chaieman.  I  want  to  ask  you  one  further  question,  Mr.  Calla- 
way. I  sent  you  these  three  bills,  the  Candler  bill,  the  Senate  bill, 
and  the  House  bill.  I  would  like  to  have  your  judgment  as  to  each 
of  those  bills,  as  to  which  will  more  nearly  meet  the  situation? 

Mr.  Callaway.  Well,  you  see,  I  consider  your  bill  the  best,  but 
the  Smith  bill  has  passed  the  Senate,  has  it  not  ? 

The  Chairman,   i  es. 

Mr.  Callaway.  If  it  were  I,  I  would  amend  the  Smith  bill  by 
takine;  out  all  of  the  bad  and  putting  in  all  the  good  things  of  yours, 
and  all  the  things  I  have  called  your  attention  to,  and  let  it  go  over 
to  the  Senate  from  the  House,  because  if  jou  try  to  run  over  an 
entirelv  new  bill  thev  might  balk,  and  we  will  get  nothing  whatever. 
They  nave  been  talking  about  these  things  for  10  years.  I  think 
we  nad  better  get  this  tiling  done  this  session  and  get  through  with 
it  and  start  it,  and  the  sooner  we  get  it  started  the  better. 

The  Chaiuman.  Do  you  think  tms  bill  will  accomphsh  what  you 
expect  of  it  ? 

Mr.  Callaway.  I  think  so. 

The  Chairman.  Do  vou  not  want  to  direct  the  Secretary  to  stand- 
ardize cotton  1    This  does  not  direct  him  to  do  that. 

Mr.  Callaway.  Yes,  it  does.  You  have  got  it  standardized,  but 
you  have  not  got  a  law  making  a  man  trade  in  the  Government  stand- 
ards. 

The  Chairman.  You  have  got  some  samples  here,  but  you  do  not 
provide  for  the  inspection  or  standardization. 

Mr.  Callaway,  i  suggest  that  the  Government  put  the  classers 
at  New  York  and  New  (Cleans  to  do  this  classing. 
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The  Chairman.  You  have  got  to  provide  for  somebody  to  do  the 
inspection  and  fix  the  standards. 

Mr.  Callaway.  Have  I  not  asked  here  that  the  Department  of 
Amculture  do  the  classing  at  New  York  and  New  Orleans  ? 

The  Chaebamn.  You  are  speaking  about  the  bill  ? 

Mr.  Callaway.  I  thought  you  were  going  to  take  my  bill  ? 

Mr.  Haugen.  Is  not  that  your  opinion  t  I  am  not  so  much  con- 
cerned about  the  cotton,  but  I  am  concerned  about  the  grain,  and 
what  is  true  in  one  case  is  true  in  the  other,  and  I  am  simply  inquiring 
for  your  opinion. 

Mr.  Callaway.  My  opinion  is,  which  I  have  given  here,  that  they 
change  these  standards  a  little  to  allow  some  tinged  cotton  to  come  m, 
or  taKe  off  one  each  of  high  and  low  grade  which  is  not  used  largely 
and  have  the  Department  of  Agriculture  class  the  cotton  at  New 
York  and  New  Chileans,  and,  if  you  have  nerve  enough,  let  them 
classify  it  at  the  warehouses  in  the  South. 

Mr.  RuBEY.  Mr.  Chairman,  I  think  we  ought  to  incorporate  Mr. 
Callaway's  typewritten  suggestions  in  the  record. 

The  Ohaibman.  Without  objection,  it  will  be  done. 

(The  paper  referred  to  will  be  found  at  the  conclusion  of  Mr. 
Callaway's  remarks.) 

Mr.  Callaway.  Here  is  another  thing  which  we  have  been  using. 
It  ffives  the  mark,  number,  weight,  and  price  of  each  bale  of  cotton, 
and  50  bales  on  that  one  little  sTioet  of  paper.  We  have  here  a  little 
place  even  for  the  producer.  That  is  the  nigger  that  plowed  it,  so 
that  if  any  question  ever  comes  up  as  to  who  produced^it,  we  know 
whether  Bill  plowed  it  or  Sam.  That  is  not  so  much  trouble,  and  it 
ought  to  be  made  out  as  a  matter  of  record.  Every  bale  that  is 
used  in  the  world  is  billed  this  way  several  times. 

Mr.  Lee.  .  What  do  you  think  would  be  the  most  effective  way  of 
enforcing  a  proposition  like  that,  the  Lever  bill,  through  the  taxing 
power  of  the  Government,  or  the  Smith  bill  ? 

Mr.  Callaway.  I  prefer  the  taxing  power.  I  will  tell  you,  one 
objection  some  of  the  Senators  of  tne  South  and  Representatives 
have  to  the  taxing  power  is  that  their  farmer  friends  might  think 
they  are  taxing  them,  but  this  idea  of  taking  this  little  money  from 
the  speculator  and  spending  it  on  the  farmer  would  disabuse  that, 
and  I  know  it  would  oe  the  oest  thing  that  could  be  done. 

There  is  one  objection  to  the  telegraph  and  mail,  and  that  is  that 
you  could  not  distribute  the  Liverpool  Quotations,  for  they  do  not 
use  the  United  States  standards.  I  think  tney  ought  to  be  distributed. 
It  is  a  big  market,  and  the  farmer  ought  to  have  the  benefit  of  what 
they  are  doing.. 

Mr.  Lee.  You  could  not  reach  intrastate  commerce  either  by  the 
tel^raph  t 

}&.  Callaway.  No,  sir.  • 

Mr.  Sloan.  This  bill  in  no  wise  interferes  with  intrastate  commerce 
at  all. 

The  Chairman.  This  taxing  power  would  go  into  the  State;  we 
could  go  into  the  State  under  the  taxing  power. 

Mr.  Callaway.  That  would  give  you  statistics  as  to  how  many 
bales  were  handled  on  future  markets. 

Mr.  Humphreys.  Why  could  you  not  get  the  foreign  quotations 
•  from  the  exchange  through  the  mail  ? 
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Mr.  Callaway.  Because  the  foreign  exchange  is  not  baaed  on 
American  standards.  They  have  their  own  standards,  which  are 
Very  diflFerent. 

Mr.  Humphreys.  That  is  assuming  that  this  bill  is  passed  just  as 
it  was  written  ? 

Mr.  Callaway.  That  is  what  I  am  assuming.  That  is  what  they 
are  asking  me  about. 

Mr.  Humphreys.  Why  could  not  it  reach  that  by  saying  "Any 
person,  firm,  and  so  forth,  being  a  member  of  any  exchange,  society, 
and  so  forth,  in  the  United  States''  ? 

Mr.  Callaway.  I  would  rather  get  the  money  from  this  5  cents  a 
hundred  bales  and  kill  the  boU  weevil  with  it. 

Mr.  Humphreys.  I  am  not  talking  about  that  matter.  I  am  talk- 
ing about  this  exception.  You  said  that  that  could  not  bo  made  to 
work. 

Mr.  Callaway.  I  do  not  say  it  could  not  be  made  to  work.  I 
believe  we  could  work  without  any  exchange. 

Mr.  Humphreys.  But  this  other  law,  you  say,  could  not  be  made 
to  work  ? 

Mr.  Callaway.  I  think  the  law  could  be  made  to  work,  but  we 
would  not  have  the  benefit  of  the  Liverpool  Quotations. 

Mr.  Humphreys.  Why  not,  if  we  limit  tnis  to  members  of  any 
exchange  in  the  United  States  ? 

Mr.  Callaway.  We  would  lose  this  5  cents  a  himdred  bales  tax 
money. 

Mr.  Humphreys,  I  imderstand  that;  but  that  would  not,  how- 
ever, eliminate  the  Quotations  of  the  foreign  exchange. 

Mr.  Callaway.  No,  sir;  but  I  think  this  5  cents  a  hundred  bales 
tax  money  would  be  a  good  thing. 

Mr.  Harrison.  Were  you  in  favor  of  the  Clarke  bill,  in  the  Sixty- 
second  Congress  ? 

Mr.  Callaway.  No,  sir. 

Mr.  Harrison.  Were  you  in  favor  of  the  Lever-Underwood  sub- 
stitute ? 

Mr.  Callaway.  Yes;  I  think  the  Lever-Underwood  substitute  is 
aloi^  the  right  lines. 

I  have  given  you  gentlemen  some  good  information  that  I  have 
been  gathering  here  for  a  long  time,  and  I  hope  that  you  can  use  it. 

(The  papers  submitted  by  Mr.  Callaway  diiring  the  course  of  his 
statement  are  as  follows:) 

No.  1.  The  adoption  of  standard  Government  grades  of  iii>land  cotton  and  end 
standard  only.  We  would  recommend  the  elimination  of  middlii^  fair  and  goog 
ordinary y  as  there  is  very  little  of  these  grades,  and  the  addition  of  good  middline 
tinged,  strict  middling  tinged,  and  middling  tinged,  as  a  good  proportion  of  these 
grades  is  raised  every  year. 

No.  2.  The  abolishment  of  fixed  differen(!es  and  the  substitution  therefor  of  com- 
mercial differences  to  be  determined  by  the  Secretary  of  Agriculture,  and  based  on 
the  actual  commercial  differences  prevailing  in  spot  cotton  markets. 

No.  3.  Each  contract  or  unit  of  100  bales  to  call  for  an  even  running  delivery;  that 
is,  the  entire  100  bales  of  one  grade;  the  seller  to  have  the  privil^e,  however,  of  tender- 
ing mixed  or  assorted  grade  deliveries  within  the  range  of  the  standard  Government 
j^rades,  by  paying  a  |>enalty  of  $1  per  bale  to  compensate  the  buyer  for  handling  mixed 
instead  of  even  running  deliveries,  but  not  more  than  one  grade  to  appear^on  any  one 
certificate  of  tendered  cotton.  It  is  only  fair  that  the  buyer  of  cotton  nave  an  invoice 
or  itemized  bill  of  what  he  is  paying  for,  which  would  be  the  effect  of  this  provision. 
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No.  4.  Each  bale  of  cotton  to  be  seDaratel^r  marked  and  tagged,  and  identifiable 
as  to  weight,  grade  and  number,  and  date  of  its  clasBification,  and  no  recertification 
will  be  necenary  for  such  lots  as  may  be  retendered. 

No.  5.  The  tender  of  cotton  on  proforma  bills  to  be  prohibited. 

No.  6.  Trading  to  stop  in  each  month's  delivery  on  the  Ist  day  of  that  month,  the 
seller  giving  notice  on  the  Ist  day  of  each  month  of  his  tenders,  which  shall  contain 
detailed  description  and  identification  of  each  hale,  the  buyer  to  accept  tender  the 
same  day  made  and  to  pay  for  the  cotton  within  three  days  tnereafter. 

No.  7.  No  cotton  which  has  been  certificated  for  a  longer  period  than  one  year  to 
be  tenderable  or  recertificated.  This  will  automatically  force  the  cotton  accumu- 
lated at  New  York  into  legitimate  channels  of  trade,  and  not  permit  its  being  held 
there  indefinitely  in  restraint  of  trade,  as  at  present.  It  would  force  the  speciuative 
seller  of  cotton  to  ^  into  the  open  market  each  season  and  buy  Uie  cotton  that  he  is 
called  upon  to  dehver;  and  as  ne  would  have  to  pay  the  nomuJ  market  price  for  it, 
it  would  make  the  price  of  cotton  futures  a  refiex  of  values  in  actual  cotton  and  there- 
fore a  &ir  hedge  to  farmers,  merchants,  manufacturers,  and  all  other  legitimate  cotton 
interests,  which  is  the  proper  function  of  the  Cotton  Exchange  and  for  which  it  ia 
BUpposed  to  exist. 

No.  8.  We  recommend  a  tax  of  5  cents  per  hundred  bales  on  cotton  traded  in  accordt 
ing  to  the  provisions  of  the  bill  to  regiuate  the  exchanges  and  a  tax  of  $5  per  bale 
on  any  sales  of  contracts  not  conforming  thereto,  payment  of  the  tax  to  be  evidenced 
by  stamps  affixed  to  the  contract. 

No.  9.  All  moneys  that  are  received  from  this  tax,  after  paying  expenses  incurred 
by  the  Department  of  Agriculture  to  establish  grades,  etc.,  to  be  applied  to  a  special 
cotton  bureau  for  the  purpose  of  fostering  the  cotton  growing  ind!ustry  and  better 
education  oi.  the  farmers  as  to  classing,  ginning,  baling,  and  marketing  their  cotton^ 
and  to  fight  the  boll  weevil  and  other  hindrances  to  cotton  raisins.  It  seems  to  us 
proper  that  all  of  the  taxes  gathered  from  speculation  in  cotton  would  be  used  for 
the  benefit  of  the  cotton  srower. 

No.  10.  Cotton  of  perished  staple,  or  repacked,  false  packed,  or  mispacked,  or  that 
shows  an  excess  of  seed,  sand,  dirt,  or  dust,  or  excessive  damage  in  ginning,  or  bales 
containing  any  pickings  or  linters,  boUies  or  machine  cotton,  or  that  is  less  than  seven- 
fiight-h"  of  an  inch  in  staple,  not  to  be  eligible  for  tender  on  contracts. 

f^o.  11.  The  Department  of  Agriculture  to  furnish  classers  to  class  the  cotton^  for 
which  they  are  to  receive  compensation  commensurate  with  the  value  of  their  services. 
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(Stami>ed  to  Apr.  4, 1910.) 

Nbw  York  Cotton  Ezohangb. 


OFFICE  OF  INSPECTOR  IN  OHDEF. 


No.  224442. 


6  bales  compressed. 
bales  uncompressed. 

I  hereby  certify  that  (6)  six  bales  of  cotton  described  in  storage  receipt  No.  87776  of 
the  independent  store  114,  dated  March  29,  1910,  with  which  receipt  this  certificate 
is  identified  as  lot  No.  Ir-3762,  mark,  SCG,  6  bales  were  classed  by  the  classification 
committee  as  follows: 

This  classification  is  in  accordance  with  and  subject  to  the  existing  standards  of 
the  New  York  Cotton  Exchanee. 

This  certificate  will  esmire  March  31, 1911. 

This  certificate  was  delivered  by  the  inspection  bureau  April  16,  1910.  2,533 
pounds  weight. 

GRADES. 


.Fair. 

.Strict  middling  fair. 
.Middling  fair. 
.Strict  good  midling. 


....Qood  middling. 

3  Strict  middling. 

...Middling. 

. . . .  Strict  low  middling. 

....Low  middling. 


...Strict    good    ordi- 
nary. 
...Ooodoidinary. 
. .  .Strict  good  M.  tinged. 
1  Good  mid.  tinged. 
4  Strict  mid.  tilled. 


1  Middling  tinged. 
. . .  .Strict  low  M.  tbiged. 
....Low    middling 

tinged. 
....Middling  stained. 


Checked  by  H.  J.  M. 

(Stamped :)  Duplicate  samples  asked  for  May  9, 1910. 

And  tnat  the  grades  as  specified  above  are  correct. 

New  York,  March  31,  1910. 

(Canceled.) 


Inspector  in  Chief, 

This  certificate  not  valid  unless  signed  either  by  the  inspector  in  chief,  or  by  the 
chairman  of  the  warehouse  and  delivery  conmdttee. 
Subject  to  the  by-laws  and  rules  of  the  New  York  Cotton  Exchange. 


Contract  No.  614. 
(Stamped  to  April  4, 1910.) 


New  York  Cotton  Exchange, 


OFFICE  OF  INSPECTOR  IN  CHIEF. 


48  bales  compressed. 
bales  uncompressed. 

No.  223159. 

I  hereby  certify  that  (^)  forty-eight  bales  of  cotton  described  in  storage  receipt 
No.  87716  of  the  independent  store  114,  dated  March  28, 1910,  with  which  receipt  thia 
certificate  is  identified  as  lot  No.  3763,  mark,  y  oT,  48  bales  were  classed  by  the 
dassification  committee  as  follows: 

This  classification  is  in  accordance  with  and  subject  to  the  existing  standards  of  the 
New  York  Cotton  Exchange. 

This  certificate  will  expire  March  31,  1911. 

This  certificate  was  delivered  by  the  inspection  bureau  April  11,  1910.  21,768 
pounds  weight. 
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GRADES. 


.Fair. 

.Strict  middling  fiilr. 
.Middling  &ir. 
.Strict  good  middling. 


Oood  middling. 

2  Strict  middling. 
....Middling.  • 

Strict  low  middling. 

Low  middling. 


Strict  good  ordinary. 

j>. . .  Good  ordinary. 

Strict  good  M.tlnsed. 

Good  mid.  tinged. 

15  Strict  mid.  tinged. 


20  Middling  tinged. 
9  Strict  Low  M.  tinged. 

Low  middling  tinged. 

2  Middling  stained. 


Checked  by  H.  J.  M. 

(Stamped:)  Duplicate  samples  asked  for  May  9,  1910. 

And  that- the  grades  as  specified  above  are  correct. 

New  York.  March  31,  1910. 

(Canceled.) 


This  certificate  not  vaUd  unless  signed  either  by  the  inspector  in  chief  or  by  the 
chairman  of  the  warehouse  and  delivery  committee. 
Subject  to  the  by-laws  and  rules  of  tne  New  York  Cotton  Exchange. 


Contract  No.  614. 
(Stamped  to  Apr.  4, 1910.) 


Nbw  York  Cotton  Exchange. 


OFFICE  OF  INSPECTOR  IN  CHIEF. 


No.  227284. 


20  bales  compressed. 
...  bales  uncomprefised. 


I  hereby  certify  that  (20)  twenty  bales  of  cotton  described  in  storage  receipt  No. 
87717  of  the  Independent  Store  114,  dated  March  28,  1910,  with  which  receipt  this 
certificate  is  identified  as  lot  No.  Lr-3764,  mark  YOT,  20  bales  were  classed  oy  the 
classification  committee  as  follows: 

This  classification  is  in  accordance  with  and  subject  to  the  existing  standards  of 
the  New  York  Cotton  Exchange. 

This  certificate  will  expire  March  31,  1911. 

This  certificate  was  deUvered  by  the  inspection  bureau  April  11, 1910.  9,245  poundfl 
weight. 

GRADES. 


•  ■ 


..Fair. 

.  .Strict  middling  fail. 
..Middling  fair. 
..Strict  good  middling. 
..Fully  good  middling. 
..Oooa  middling. 


. . .  Barely  good  middling. 

...Strict  middling. 

...Fully  middling. 

...Middling. 

. . .  Barely  middlixig. 

7  Strict  low  middling. 


4  Fully  low  middling. 

Low  middling. 

. . . .  Strict  good  ordinary. 
Oood  ordinary. 

....  Strict  gd.  mid.  tinged. 


Good  mid.  tinged. 

2  Strict  midOg^ged. 
4  Middling  tinged. 

3  S't  low  mid.  tinnd. 
, . . .  Low  mid.  tingea. 
....Middling  8tain«L 


Checked  by  H.  J.  M. 

And  that  the  grades  as  specified  above  are  correct. 

New  York.  March  31, 1910. 

(Stamped:;  Duplicate  samples  asked  for  May  9, 1910. 

This  certificate  not  valid  unless  signed  either  by  the  inspector  in  chief  or  by  the 
chairman  of  the  warehouse  and  delivery  committee. 

Subject  to  the  by-laws  and  rules  of  the  New  York  Cotton  Exchange. 
(Canceled.) 


Inspector  m  Ckirf. 
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(Stamped  to  Apr.  4, 1910.) 

Ni^w  York  Cotton  Ezohanqb. 


No.  227212. 


OFnCB  OF  INSPBGTOB  IN  GHIBF. 


14  bales  compreBBed. 
. . .  bales  uncompieesed. 


I  hereby  certify  that  (14)  fourteen  bales  of  cotton  deecribed  in  storage  receipt  No. 
87721  of  the  Independent  Store  114,  dated  March  28,  1910,  with  whicn  receipt  this 
certificate  is  identified  as  lot  No.  L-3768;  mark,  F  V  J,  14  bales  were  classed  oy  the 
classification  conunittee  as  follows. 

This  classification  is  in  accordance  with  and  subject  to  the  existing  standards  of  the 
New  York  Cotton  Exchan^. 

This  certificate  will  expire  March  31,  1911. 

This  certificate  was  delivered  by  the  inspection  bureau  April  16,  1910.  6,370 
pounds  weight. 

GRADES. 


.Fair. 

.Strict  middling  fair. 
.Middling  lair. 
.Strict  good  middling. 
.  Folly  good  middling. 
.Qood  middling. 


. . .  BarAly  good  middling. 
. .  .Strict  middling. 
1  FuUy  middling. 

1  Middling. 

2  Barely  middling. 

2  Strict  low  middling. 


.Folly  low  middling. 
.Low  middling. 
.Strict  good  ordinary. 
.Qood  ordinary. 

.Strict  gd.  mid.  tinged. 


2  Good  middling  tinged. 
6  Strict mid'igtinged. 
...Middling  tinged. 
. .  .S't  low  mid.  tinged. 
. . .  Low  middling  tinged. 
. .  .Middling  stained. 


Checked  by  H.  J.  M. 

And  that  the  grades  as  specified  above  are  correct. 
New  York,  March  31,  1910. 

(Stamped  0  Duplicate  samples  asked  for  May  9,  1910. 

This  certincate  not  vaHd  imless  signed  either  by  the  inspector  in  chief  or  by  the 
chairman  of  the  warehouse  and  delivery  committee. 
Subject  to  the  by-laws  and  rules  of  the  New  York  Cotton  Exchange. 
(Canceled.) 


inspector  in  Chief. 


(Stamped  to  Apr.  4, 1910.) 

New  Yobk  Cotton  Exchange. 

omob  op  insfbotor  in  ohibv. 
No.  227214. 

20  bales  compressed. 
bales  uncompressed. 

I  hereby  certify  that  (20)  twenty  bales  of  cotton  described  in  storage  receipt  No. 
87724  of  tke  Independent  store  114,  dated  March  28,  1910,  with  which  receipt  this 
certificate  is  identified  as  lot  No.  L-3771,  mark,  CMi,  20  bales  were  classed  oy  the 
classification  committee  as  follows. 

This  claasification  is  in  accordance  with  and  subject  to  the  existing  standards  of 
the  New  York  Cotton  Exchange. 

This  certificate  will  expire  March  31,  1911. 

This  certificate  was  delivered  by  the  inspection  bureau,  April  16,  1910.  9,980 
pounds  weight. 
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GRADES. 


....Fair. 

. . .  .Strict  middling  fair. 

....Middling  ftUr. 

1  Strict  good  middling. 

S  Fullv  good  middling. 
11  Good  middling. 


5  Bflnlj^  good  middling. 

...Strict  middling. 

...Fully  middling. 

...Ifiddling. 

. . .  Barely  middling. 

. . .  Strict  low  middling. 


.  Fully  low  middling. 
.Low  middling. 
.Strict  good  orainsy. 
.Gk)od  ordinary. 

.Strict  gd.  mid.  tinged. 


...  Good  middling  tinged. 
. .  .Strict  mid'lg  tlngd. 
...Middling  tinged. 
...StlowmidTtlMd. 
, . . .Low  middling  tmged. 
...Middling  stained. 


Checked  bv  H.  J.  M. 

And  that  the  grades  as  specified  above  are  correct. 
New  York.  March  31, 1910. 

(Stampede  Duplicate  samples  asked  for,  May  9, 1910. 

Tliis  certincate  not  valid  unless  ngned  either^  by  the  inspector  in  chief,  or  by  the 
chairman  of  the  warehouse  and  delivery  committee. 
Subject  to  the  by-laws  and  rules  of  the  New  York  Cotton  Exchange. 
(Canceled.) 


inspector  in  Chief. 


Stamped  to  Apr.  4, 1910. 

Nbw  York  Cotton  Exchange. 


OFFICE  OF  INSPECTOR  IN  CHIEF. 

1  bale  compressed. 
No.  227215.  bales  uncompressed. 

I  hereby  certify  that  (1)  one  bale  of  cotton  described  in  storage  recei{>t  No.  87725  of 
the  independent  store  114,  dated  March  28, 1910,  with  which  receipt  this  certificate  is 
identified  as  Lot  No.  Ir-3772,  mark,  C  M  Y,  1  bale  was  classed  by  the  classification 
committee  as  follows: 

This  classification  is  in  accordance  with  and  subject  to  the  existing  standards  of 
the  New  York  Cotton  Exchange. 

This  certificate  will  expire  March  31,  1911. 

This  certificate  was  dehvered  by  the  inspection  bureau  April  16, 1910.  384  pounds 
weight. 

GRADES. 


.Fair. 

.Strict  middling  lUr. 
.Middling  fair. 
.Strict  good  middling. 
.Fullv  good  middling. 
.Good  middling. 


. . .  .Barely  good  middling. 
....Strict  middling. 
1  FuUv  middling. 
....Middling. 

Barely  middling. 

. . .  .Strict  low  middling. 


. .  .Fnlly  low  middling. 

...Low  middling. 

. .  .Strict  good  ordinary. 

...Good  ordinary. 

, . .  Strict  gd.  mid.  tinged. 


...  Good  middling  tingad. 
...Strict  mldOg&^SL 
...Middling  tinged. 
. .  .S't  low  mid.  tlnnd. 
.. .Low  middling  tinged  • 
...Middling  stained. 


Checked  by  H.  J.  M. 

And  that  the  grades  as  specified  above  are  correct. 

New  York,  March  31,  1910. 

(Stamped :)  Duplicate  samples  asked  for  May  9,  1910. 

(Canceled.) 


inspector  in  Ukief, 

This  certificate  not  valid  unless  signed  either  by  the  inspector  in  chief  or  by  the 
chainnan  of  the  warehouse  and  delivery  committee. 
Subject  to  the  by-laws  and  rules  of  the  New  York  Cotton  Exchange. 
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No.  S2. 

New  York,  May  t,  1910. 

Hopkins,  Dwioht  &  Co.,  to  GBAio-d  Jbnks,  Db. 
TennB  cadi.    Payable  by  certified  check.  27  William  Street. 

Store.    InT.  114....  109  B/c 


Marka-.L.  3762 
63 
64 
68 
71 
2 


6 
48 
20 
14 
20 

1 


109  B/0 

109  B/C  weighing  60,180  lbs. 

L«B8  aUowanoe  100  lbs.  net,  50,071  lbs.,  9  $14.60 t7,96a80 

I  cost  In^teotkn,  olassifloaUoD,  end  oertlflcate,  9  13)0 18.63 

Pramlum  for  staple |7,272.til 

For  grade  1^1,  off  mlddlbig 0196 

Stomge  and  labor,  paid  to  4/i.         Alkmaooe 21.00 

84.n 


Paid  on  aoeoont, 


Amoontdne 7,180.11 

9 


7,180. 19 


CLASSIFICATION. 


1 
8 
11 
6 
3 
3 

1 
8 


Above  middling. 


Fair O 

Striot  middling  telr ^ 

Middling  fiUr 9 

Strict  good  middling ^    60 

Folly  good  middling #    66 

Oood  middling ®    44 

Barely  good  middling ^   83 

Strict  middling &   33 

FnUymlddllns ^    H 

Strict  good  middling  tinged 


9i 


ICIddltng Basis. 

Oood  mTddling  tinged #   " 


lOOths. 


06 

166 

484 

166 

44 

33 


Bales. 


3 
9 
4 


37 
35 
13 


81 


Below  middling. 


Middling 9  Basis. 

Good  middling  tmged. .  .&     " 

Barely  middling ^        13 

Striot  low  mldmbig ^        36 

Folly  low  middling 9        43 

Low  middling ^ 

Striot  good  ordinary d 

Oood  ordinary ^ 

Strict  middling  tinged .  .#        16 

Middling  tinged 9        36 

Striot    low     middling 

tinged 9        60 

Low  middling  tinged.. ..9 

Middling  stained 9        76 


lOOths. 


31 
391 

109 


4i9 
696 

739 


Av'g.  wgt.,  469.87. 


B.  A  O.  B. 


Total  above  middling. 

Total  on  middling 

Total  off  middling 


9.46 
3,317 


Total  below  middling 3,317 


1,371 


Wabbhousx  of  ths  Sbcuritt  Wabshousb  Co., 

La  Orangey  Ga., ,  190 — . 

x««7vwT«^  w. ,  one  bale  cotton  marked,  numbered,  etc.,  as  below, 

deliverable  to  this  receipt  only  upon  payment  of  customary  charges  and  all  advances, 
acts  of  Providence  excepted.   Insured  free.   No.  S  8996,  weight ,reweight ^ 


Season  190&-1910. 
Received  of 


Froducery 


For  the  company. 
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STATEMENT  OF  HB.  FBANK  B.  HATNE,  COTTOH  KEBCEABTi  HEW 

OBLEANS,  LA. 

The  Chaibman.  State  your  name,  residence,  and  business,  fcHr  the 
record. 

Mr.  Hayne.  Frank  B.  Hayne,  New  Orleans,  La.,  cotton  merchant 

I  am  a  member  of  both  the  New  York  and  New  Orleans  Ex- 
changes; in  fact,  I  am  getting  to  be  one  of  the  old  members  of  both 
those  exchanges,  but  I  am  not  here,  really,  as  a  representative  of 
either  exchange.  I  am  here  as  a  cotton  merchant  who  used  to  do  a 
very  lar^  business  with  the  cotton  mills. 

I  consider,  as  a  cotton  merchant,  that  the  exchanges  are  absolutely 
necessary  to  the  carrying  on  of  modem  cotton  business;  that,  now 
that  the  crop  reaches  15,000,000  bales,  it  would  be  most  difficult  and 
would  create  terrible  confusion  and  be  a  great  injury  to  the  pro- 
ducer, who,  I  think,  stands  first,  and  also  to  the  manufacturer,  if  the 
exchanges  were  abolished.  On  the  other  hand,  I  think  that  it  is 
absolutely  necessary  that  the  exchanges  should  be  regulated^ — both 
the  exchanges,  the  New  Orleans  as  well  as  the  New  York  Exchange. 
At  present  the  cotton  exchanges  are  of  little  value  to  the  legitimate 
cotton  man — ^the  buyer,  the  cotton  merchant,  or  to  the  spinner. 

Not  a  great  many  years  ago  I  used  to  sell  40,000  or  50,000  bales 
ahead  in  the  summer  to  eastern  and  southern  mills.  I  would  buy 
future  contracts,  considering  that  I  was  making  a  legitimate  trans- 
action; I  was  hedging  myself.  For  some  reason  now  those  future 
contracts  no  longer  protect  you. 

The  futures  can  go  down  and  the  spots  remain  the  same.  I  believe 
that  it  is  absolutely  necessary  for  the  good  of  the  southern  planter, 
in  order  that  the  South  may  realize  the  full  value  of  the  cotton  crop 
that  it  grows  every  year,  that  exchanges  should  be  regulated  in  such 
a  manner  that  the  price  of  futures  should  be  regulated  by  the  price 
of  spots,  and  not  as  it  is  at  present,  that  the  price  of  spots  are  de- 
pressed by  the  manipulations  of  future  markets.  The  question,  of 
course,  is  how  this  is  to  be  brought  about. 

The  Chairman.  The  first  question  is  how  this  manipulation  is 
carried  on,  and  then  would  come  the  proposition  of  how  to  remedy 
the  evil. 

Mr.  Hayne.  This  manipulation  is  brought  about  by  fixed  differ- 
ences, for  one  point,  by,  lor  instance,  New  York  having  a  standard 
of  cotton  that  is  dinerent  from  the  other  future  market,  New 
Orleans,  a  standard  which  is  very  much  lower.  Middling  in  New 
York  is  not  the  same  grade  as  middling  in  New  Orleans.  1V&.  Parker 
has  explained  how  these  fixed  differences  can  affect  spot  cotton.  For 
instance,  in  the  year  1907, 1  think  it  was — I  am  mistaken ;  it  was  not 
in  1907,  but  it  was  what  is  known  as  a  storm  year.  In  1906  we  had 
a  storm  early  in  October  which  spread  over  almost  all  of  the  Soutli- 
•m  States  in  the  gathering  season  of  the  cotten.  It  took  place  early  in 
the  season.  The  cotton  was  all  open.  After  this  storm<»  of  course, 
an  enormous  and  unusual  quantity  of  the  low  grades  were  created. 
In  November — and  it  was  then  tne  last  time  that  the  New  York 
Exchange  fixed  ite  differences — ^they  placed  low-middling  cotton  at 
9/16  difference  over  middling.  I  think  I  am  right.  It  might  haVe 
been  a  half.    At  the  same  time  in  almost  every  place  in  the  South 
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low-middling  cotton  was  selling  at  from  1}  to  1^  cents  under  mid- 
dling. Now,  a  man  who  had  bought  a  contract,  basis  middling,  it 
was  a  dead  certainty  he  was  not  going  to  get  a  bale  of  middling,  but 
they  were  going  to  give  him,  on  this  contract,  low  middling  at  9/16 
under  middling,  because  they  could  buy  it  in  the  South  at  probably 
1-9/16  under  middling.  Therefore,  I  am  firmly  of  the  opinion  that 
fixed  differences  are  detrimental  to  the  cotton  ousiness  and  the  cot- 
ton planter.  Naturally  if  the  price  of  futures  goes  down  in  the 
cotton  exchange  of  New  York  or  New  Orleans  it  bears  down  to  a 
certain  extent  the  price  of  spot  cotton  in  the  South,  perhaps,  not 
80  much  as  the  futures  themselves  decline,  but  it  certainly  pulls  down 
and  depreciates  its  value. 

In  1899  the  cotton  crop  of  the  South  brought,  I  think,  $275,000,000. 
The  cotton  crop  now  averages  nearly  a  biUion  dollars  a  year,  and 
oentainly,  gentlemen,  this  is  a  question  that  every  one  of  us  must 
feel  that  there  is  nothing,  hardly  the  Mexican  war  situation,  which 
can  be  of  greater  importance  to  every  one  of  us  than  what  this  billion 
dollar  crop  brings.  If  any  manipulations  or  exchange  can  make 
the  South  get  $700,000,000  or  $600,000,000  instead  of  $1,000,000,000 
it  is  the  duty  of  you  gentlemen  to  look  further  into  it  and  prevent  it. 

Mr.  DooLJTTLE.  To  reenforce  that  argument,  65  per  cent^  of  this 
cotton  goes  abroad. 

Mr.  fiLA^YNB-  Sixty-five  per  cent  goes  abroad,  and  therefore  it  does 
not  mean  that  the  American  citizen  that  uses  the  cloch,  that  uses 
the  output  of  the  mills,  is  paying  the  difference  between  that 
$275,000,000  and  that  $1,000,000,000 ;  but  when  the  crop  of  the  South 
brings  $1,000,000,000  over  $600,000,000  of  it  comes  from  abroad.  ^  It 
is  the  balance  of  trade  of  the  United  States  to-day.  We  are  using 
up  nearly  all  of  our  wheat  and  our  corn,  but  we  are  still  exporting 
two-thirds  of  our  cotton  crop. 

As  I  say,  I  earnestly  and  conscientiously  believe  that  you  gentle- 
men would  make  a  grave  and  fatal  blow  to  the  South,  and  it  would 
be  reflected  on  the  whole  United  States,  though  not  as  much  as  it 
would  affect  the  South  itself,  if  you  abolish  the  exchanges  and  leave 
the  producer  face  to  face  with  the  consumer.  It  is  a  certainty, 
gentlemen,  that  the  consumer  will  get  the  best  of  it.  He  is  in  fewer 
numbers.  He  is  bound  to  be  able  to  organize  more  easilj  to  depress 
than  all  the  hundreds  of  thousands  of  producers  to  uplift  the  price 
or  protect  the  price  of  cotton. 

While  I  believe  the  exchanges  should  not  be  abolished,  there  is  no 
question  that  they  should  be  regulated,  and  they  can  be  regulated 
and  very  easily  regulated,  and  I  believe  that  the  Smith  bill  and  the 
Lever  bill  both  have  some  clauses  in  them  that  certainly  should  be 
altered.  But  a  combination  of  the  two,  with  perhaps  a  few  varia- 
tions and  a  few  alterations,  would  certainly  bring  about  this  result, 
a  result  that  would  mean  that  cotton  on  the  exchange  would  sell 
in  the  neighborhood,  at  any  rate,  at  what  it  is  actually  worth  in  the 
South. 

The  Chairman.  Now.  Mr.  Hayne,  will  you  indicate  those  changes 
that  you  have  in  mind  ? 

Mr.  Hayne.  I  met  Mr.  Callaway,  and  I  met  Mr.  Parker  on  the 
train  coming  here.  I  had  not  seen  either  one  of  them  for  quite  a 
while.  Mr.  Parker  had  written  out  nothing,  and  Mr.  Callaway  had. 
There  are  not  a  great  many  things  that  I  find  on  which  I  difter  in 
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any  way  from  them.  I  think  I  can  say  that  I  indorse  pretty  much 
everything  that  Mr.  Parker  had  to  say.  So  far  as  Mr.  Callaway 
is  concerned,  there  are  a  few  points  that  I  differ  with,  and  I  will 
take  them  up  in  a  moment. 

I  think  the  fundamental  thing  is  that  both  exchanges  should  be 
forced  to  adopt  the  existing  Government  standard.  The  Govern- 
ment has  already  adopted  a  standard. 

Mr.  Haugen.  I  understand  by  that  that  you  are  opposed  to  the 
changes  in  the  standards  which  Mr.  Callaway  suggestea  ? 

Mr.  Haynb.  No;  I  claim  that  both  cotton  exchanges  should  be 
forced  to  adopt  the  existing  Government  standards,  consisting  of 
nine  grades,  good  ordinary  U>  middling  fair,  exclusive;  also  that  the 
Government  should  make  up  standards  of  good  middling,  strict  mid- 
dling, middling,  and  strict  low  middling,  tinges,  and  middling 
stained,  and  that  not  only  that  New  York  and  New  Orleans  should 
be  forced  to  adopt  these  Government  standards  and  base  their  quo- 
tations on  the  same,  but  that  every  spot  market  that  sends  out  quo- 
tations to  the  trade  should  also  be  forced  to  adopt  these  standards. 
Savannah  middling  is  only  about  Liverpool  middling,  while  Augusta 
middling  is  about  Liverpool  fully  to  good  middling;  so  there  is  often 
as  much  as  one-half  cent  difference  between  the  quotations  between  the 
middling  of  these  two  markets.  As  it  naturally  confuses  the  public, 
the  planter,  and  the  manufacturer,  it  is  evident  that  all  spot  markets 
should  by  an  act  of  Congress  be  forced  to  adopt  the  Government's 
standards.  I  state  here,  later  on,  that  I  think,  as  a  personal  opinion, 
that  strict  good  ordinary  to  strict  good  middling  is  sufficient 

Mr.  Parker.  That  is  what  I  do. 

Mr.  Haynb.  But  the  existing  standards  are  mine.  Personally  I 
prefer  that  there  should  be  only  the  seven,  with  the  addition  of  these 
three  grades  of  tinges,  which  certainly  should  be  added  to  the  Gov- 
ernment standards.  And  my  idea  is,  what  Mr.  Callaway  has  ex- 
plained, that  not  only  New  Orleans  and  New  York  should  adopt 
those  standards,  but  that  every  spot  market  that  sends  out  quota- 
tations  should  be  made  to  adopt  them.  Augusta,  which  sells  fully 
middling  cotton  and  quotes  it  at  13^,  and  Savannah  sells  Liver- 
pool middling  cotton  or  strict  low  middling  to  middling  cotton, 
calling  it  middling,  and  sells  it  at  13  cents.  They  are  fooling  the 
public,  and  it  is  wrong.  If  the  Government  says  this  is  middling, 
it  is  middling"  in  every  State  where  cotton  is  sold ;  and  the  Govern- 
ment standara  should  be  adopted  everywhere,  and  any  market  send- 
ing out  quotations  should  only  quote  the  Government  standards, 

Mr.  Taylor.  How  are  you  going  to  force  them  to  adopt  this  under 
Mr.  Lever's  bill,  unless  you  deny  them  the  use  of  the  mails  and  tele- 
graph? 

Mr.  Haynb.  There  will  be  no  question  about  the  New  Orleans  mar- 
ket, as  they  have  already  adopted  the  Government  standards.  The 
New  York  market  has  agreed  to  adopt  it  from  the  1st  of  May. 

Mr.  Hawi^ey.  From  the  1st  of  May,  with  the  nine  grades  only  or 
with  the  nine  grades  and  the  variations! 

Mr.  Haynb.  They  have  adopted  it  with  the  variations. 

Mr.  Marsh.  There  is  one  point  there  that  I  think  Mr.  Hayne 
should  elucidate  a  little.  When  he  says  that  they  have  adopted  the 
Government  standards  it  is  perhaps  not  quite  clear  to  everybody — 
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it  certainly  is  not  to  me — ^whether  he  means  rigidly  and  strictly 
Government  standards,  or  whether  he  means  Government  standards^ 
as  Mr.  Hawley  has  said,  with  variations — that  is,  dees  he  mean, 
when  he  says  that  the  New  Orleans  exchange  has  adopted  the  Gov- 
ernment standards,  that  there  are  in  use  in  the  New  Orleans  exchange 
nine  standards  and  only  nine,  or  does  he'  mean  that  there  are  in  use 
in  the  New  Orleans  exchange  nine  standards  with  a  number  of  varia- 
tions from  each  standard  ? 

Mr.  Taylor.  That  is  what  you  have — ^nine,  with  these  variations? 

Mr.  Hayne.  I  am  going  to  come  to  that. 

Mr.  Marsh.  I  beg  your  pardon. 

Mr.  Hayne.  What  I  was  saying  was  that  the  spot  markets — 
everybody  that  sends  out  quotations  should  send  out  their  quota- 
tions based  on  the  Government  standards. 

"Mr.  Taylor.  How  are  you  going  to  make  them  do  that? 

Mr.  Haynb.  Gentlemen,  I  thought  Congress  could  do  anything. 

Mr.  Taylor.  They  can  not  do  anything,  but  the  Government  can 
prohibit  the  use  of  the  mails  or  the  telegraph  for  any  other  quota- 
tions. Now,  Mr.  Callaway,  and,  I  understand,  Mr.  Marsh,  say  that 
is  impracticable  and  impossible,  because  you  debar  the  Liverpool  and 
foreign  quotations  from  the  mails  because  they  do  not  use  these 
Government  standards.    How  are  you  going  to  get  around  that? 

Mr.  Hayne.  I  do  not  think  that  there  would  be  any  objection  to  it. 

Mr.  Callaway,  That  bill  would  prohibit  the  use  of  the  mails  and 
telegraph  lines  to  spot  markets  that  did  not  use  the  American 
standards. 

Mr.  Haynb.  Why  should  they  object?  I  can  not  see  any  reason 
why  those  markets  should  object  to  it. 

Mr.  Taylor.  I  do  not  see  any  either,  but  still  what  you  want  to  do, 
you  want  to  have  the  same  thing  all  over,  and  you  do  not  have  it  all 
over,  and  there  is  no  law  that  can  enforce  it  equally  everywhere. 
You  will  find  one  city  like  Galveston  that  will  be  using  one  classifi- 
cation and  you  gentlemen  will  be  using  another,  and  by  and  by  you 
will  say,  "  Here,  these  fellows  are  getting  an  advantage  over  us,  and 
why  should  we  be  held  strictly  to  this  thing  and  the  other  fellow 
get  away  with  it?  "    That  is  your  trouble. 

Mr.  Haynb.  Well,  if  New  York  and  New  Orleans,  which  are  the 
only  two  future  markets,  adopt  these  standards,  as  they  have  done, 
then  it  has  been  proposed  that  five  or  seven  large  interior  markets, 
or  places  where  lar^e  amounts  of  spot  cotton  is  actually  sold,  should 
adopt  it,  and  certainly  you  can  find  five  or  seven  markets  which 
furnish  the  quotations  and  furnish  these  differents  between  grades 
you  certainly  wUl  be  able  to  get  five  or  seven  large  markets  to  adopt 
these  standards. 

Mr.  Taylor.  You  can  not*  get  them  to  do  it  unless  you  get  a  law, 
and  you  will  have  this  cow  proposition  on  your  hands. 

Mr.  Hayne.  There  is  no  objection  to  it. 

Mr.  Ta yix)r.  There  is  no  objection  to  what  ? 

Mr.  Hayne.  These  markets  would  have  no  objection  whatsoever 

to  adopting  it.    I  feel  absolutely  confident  that  they  would  adopt  it. 

Mr.  Taylor.  Are  you  in  favor  of  this  legislation  whereby  the 

telegraph  and  mails  can  not  be  used  for  any  other  quotations  ?    Are 

you  in  favor  of  that  sort  of  legislation? 


1016  BEGULATIOH  OP  COTTON  EXCHANGES. 

Mr.  Haynb.  I  could  not  answer  that;  but  I  could  answer  for  all 
the  southern  markets  this,  that  they  are  in  favor  of  the  New  York 
and  New  Orleans  exchanges  having  rules  and  having  a  contract  that 
will  be  fair  and  square  in  every  way,  and  that  they  will  be  willing 
to  assist  in  the  obtaining  of  sucn  a  contract  by  adopting  the  Govern- 
ment standards,  whether  they  could  be  compelled  to  or  not.  They 
would  be  willing  to  do  so  and  assist  in  making  these  differences;  and 
if  these  five  markets  or  seven  markets  and  the  New  Orleans  and  New 
York  markets  adopted  it.  as  a  matter  of  fact  it  would  make  very 
little  difference  whether  tne  other  market  adopted  it  or  not. 

Mr.  Moss.  Do  I  understand  you  to  say  that  these  markets  would 
be  willing,  in  adopting  the  Government  standards,  at  the  same  time 
to  have  the  Government  take  over  the  grading  and  to  have  the  graders 
themselves  be  governed  by  the  Government? 

'Mr.  Hayne.  Gentlemen,  if  you  will  allow  me,  I  think  that  that 
question  is  one  that  has  nothing  whatsoever  to  do  with  the  future 
bills. 

Mr.  Haugeij.  But  you  deal  with  Government  standards  here  in  the 
futures.  If  you  apply  it  to  the  futures,  should  they  not  also  apply 
to  the  cash  transactions?  If  the  uniform  standard  is  of  value  for 
your  future  transactions,  is  it  not  of  equal  value  in  your  cash  trans- 
actions? That  is,  if  the  spinner  over  in  Bost(m  buys  from  you  60 
bales  of  cotton,  would  it  be  to  his  advantage  or  disadvantage  to  have 
a  uniform  standard?  Would  it  be  to  his  advantage  to  call  upon 
Uncle  Sam  to  furnish  the  inspector  and  to  certify  as  to  the  grade  of 
the  cotton? 

Mr.  Hayne.  I  think  it  would. 

Mr.  Haugen.  Or  is  there  an  advantage  in  having  the  various 
markets  grade  in  their  own  way,  as  they  are  doing  it  at  the  present 
time. 

Mr.  Hayne.  In  my  opinion  it  would  be  an  advantage  to  the  entire 
ootton  trade,  to  the  spinners  in  Boston  and  in  Green^lle,  S.  C,  and 
everybody  else  connected  with  the  cotton  trade  to  have  one  standard. 

Mr.  Haugen.  The  cotton  grower,  the  spinner,  and  all  concerned? 

Mr.  Hayne.  All  concerned. 

Mr.  Taylor.  Mr.  Callaway  went  a  little  further  and  said  it  is  true 
that  your  exchanges  make  classifications,  but  they  do  not  stick  to 
them,  that  they  change  them  whenever  the  wind  changes.  He  says 
he  would  have  the  Government  make  these  classifications  and  make 
your  exchange  adopt  these  clasifications  and  also  adopt  these  cer- 
tificates showing  the  kind  and  character  of  cotton  on  each  bale,  and 
then  he  says  everything  will  be  on  the  level. 

Mr.  Haugen.  And  have  all  contracts  based  upon  standards  fixed 
by  the  Government. 

Mr.  Hayne.  Both  exchanges  have  aibpted  that  already.   • 

Mr.  Haugen.  It  is  not  what  they  have  adopted,  is  it;  but  it  is  that 
Congress  should  compel  them  to  do  it,  through  the  Secretary  of 
Agriculture. 

Mr.  Hayne.  It  is  absolutely  that  the  Government  should  provide 
for  it. 

Mr.  Haugen.  This  bill  does  not  provide  for  that.  That  is  what 
I  am  getting  at. 

Mr.  Hayne.  The  bill  does  provide  for  it.  The  bill  provides  that 
the  transacti  ms  should  be  based  on  Government  standards. 
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Mr.  Haugen.  But  has  nothing  to  say  about  the  cash  transaction, 
what  you  call  spot;  it  does  not  provide  for  the  uniform  standard. 

The  Chairman.  That  will  be  covered  in  another  bill. 

Mr.  Haugen.  If  it  is  good  for  one  it  is  good  for  the  other. 

The  Chaikman.  Not  in  this  particular  bill.  It  would  have  no  re- 
lation to  this  particular  subject. 

Mr.  Haugen.  But  the  propositions  are  now  being  considered  by 
the  committee,  and  it  was  so  announced. 

Mr.  Taylor.  They  seem  synonymous,  to  my  mind. 

Mr.  Hayne.  As  far  as  the  (jovernment  classers  are  concerned, 
I  have  never  heard  until  to-day  a  suggestion  that  the  Government 
should  at  New  York  and  at  New  Orleans  class  according  to  the 
Government  standards  all  cotton  that  was  sent  there  for  delivery 
on  contracts. 

Mf.  Callaway  is  the  first  that  I  ever  .heard  suggest  that.  I  want 
to  say  that  I  think  it  is  a  very  good  suggestion,  if  it  can  be  brought 
about. 

What  I  was  saying  was  that  these  five  markets,  or  all  markets, 
should  be  compelled  to  adopt  the  Government  standards.  Whether 
that  can  be  enforced  or  not  is  up  to  you  gentlemen.    I  could  not  say. 

Mr.  Haugen.  I  might  say  that  I  do  not  know  as  to  cotton,  but  I 
believe  there  is  a  bill  pending  in  the  Senate,  and  I  believe  the  Senate 
has  been  giving  it  hearings,  and  it  is  proposed  to  standardize  grain; 
but  we  have  expended  more  than  half  a  million  dollars  in  investi- 
gating, and  so  lar  we  have  no  standards.  We  have  a  few  samples 
over  here  that  are  being  sold  at  from  $20  to  $35,  but  they  amount 
to  nothing;  you  might  just  as  well  not  have  them;  you  might  just 
as  well  throw  them  m  the  safe.  It  is  left  to  the  option  of  your  boards 
or  exchanges  to  accept  them  or  not,  but  there  is  nothing  compulsory 
except  by  mutual  agreement.  Now,  then,  would  you  compel  them 
to  adopt  standards? 

Mr.  Hayne.  Absolutely  compel  them. 

lifr.  Haugen.  You  would  fix  standards  and  compel  them  to  adopt 
them? 

Mr.  Hayne.  Fix  standards  and  compel  them  to  adopt  them. 

Mr.  Haugen.  And  let  all  contracts  be  based  upon  that? 

Mr.  Hayne.  And  New  York  and  New  Orleans  have  already 
adopted  these  standards. 

Mr.  Haugen.  They  are  not  the  only  cities  in  the  United  States. 

Mr.  Hayne.  But  they  are  the  only  future  markets. 

Mr.  Hawley.  I  would  like  the  gentleman  to  answer  the  question 
that  I  asked  awhile  ago,  because  you  left  me  very  much  in  doubt 
whether  they  have  adopted  this  standard  with  the  nine  grades  with- 
out variation  or  modincation. 

Mr.  Hayne.  They  have  not.  New  York  has  never  used  them  as 
yet.  They  have  agreed  to  adopt  them  May  1.  New  Orleans  has 
adopted  them  and  used  them  for  several  years,  but  it  mak^  modifica- 
tions of  them. 

Mr.  Hawley.  And  so  will  the  New  York  Exchange  ? 

Mr.  Hayne.  That  is  for  you  gentlemen  to  decide,  whether  New 
Orleans  shall  continue  to  do  so  and  whether  New  York  shall  be 
allowed  to  do  so. 

Mr.  Haugen.  You  would  be  in  favor,  then,  of  writing  it  in  the 
law  and  compel  them  to  use  these  standards ! 
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Mr.  Hawley.  The  fact  that  they  have  adopted  them  with  modifica- 
tion is  an  indication  that  they  have  not  either  one  of  them  adopted 
them. 

Mr.  Hayne.  They  have  adopted  these  standards.  They  are  the 
basis  on  which  at  present  New  Orleans  delivers  and  receives  cotton. 

Mr.  Sloan.  When  they  get  through  will  New  York  and  New  Or- 
leans have  the  same  standard  ? 

Mr.  Hayne.  They  will  have  the  Government  standard. 

Mr.  Su)AN.  With  some  modifications? 

Mr.  Hayne.  That  I  do  not  know.  They  will  certainly  have  the 
same  standards. 

The  Chairman.  It  is  not  intended  that  they  shall  have  any  modi- 
fications at  all  under  the  terms  of  my  bill,  if  it  is  fixed  by  law. 

Mr.  Haugen.  Would  you  direct  the  Secretary  to  fix  the  standards? 

The  Chairman.  The  Secretary  has  a  right  to  fix  nine  standards. 
What  you  call  the  grades  is  what  these  gentlemen  call  the  standards. 

Mr.  Haugen.  The  adoption  of  these  standards  by  these  exchanges 
voluntarily  means  that  Uiey  have  accepted  the  Government's  classi- 
fications in  a  tenative  way,  with  variations  or  modifications  of  the 
classification  to  suit  their  own  ideas  in  their  business. 

Mr.  Hayne.  Certainly. 

Mr.  Haugen.  But  it  really  amounts  to  nothing  as  being  an  ac- 
ceptance of  the  Government  standard. 

Mr.  Hayne.  I  think  it  means  a  great  deal. 

Mr.  Reilly.  Except  that  they  are  agreeable  to  adopting  the 
standard. 

Mr.  Hayne.  I  do  not  agree  that  a  great  deal  has  not  been  accom- 
plished. Certainly  at  present  that  is  the  basis,  the  Government 
standards. 

Mr.  Hawley.  I  am  trying  to  get  the  actual  status  of  the  matter 
before  the  conmiittee.    I  am  not  arguing  with  you  at  all. 

Mr.  Hayne.  The  Government  standards  at  the  present  are  nine 
grades.  You  take  this  crop  this  year  and  there  are  nine  grades  of 
white  cotton.  This  has  been  an  abnormally  low-grade  crop.  Of 
course  it  is  all  guesswork  to  say  what  percentage  of  the  cotton  crop 
would  have  been  deliverable  on  these  nine  Government  stand- 
ards if  the  delivery  was  limited  to  those  nine  grades,  but  I  will  tell 
you,  gentlemen,  it  would  have  been  almost  impossible  to  have  carried 
on  the  cotton  business  if  it  had  been. limited  to  just  those  nine  grades 
of  white  cotton,  when  white  cotton  did  not  exist  in  this  crop,  and  I 
think  it  would  have  been  very  fatal  to  the  cotton  business  if  it  had 
been  held  to  that. 

Mr.  Humphreys  of  Mississippi.  I  do  not  like  to  interrupt  you,  but 
on  this  particular  point  I  want  to  ask  this  question :  You  have  had 
so  much  experience  in  handling  cotton  all  over  the  country  that  I 
was  wondering  if  you  had  gotten  far  enough  along  where  it  would 
be  safe  to  write  in  the  law  just  the  specific  grade,  or  whether  it 
would  be  safer  to  permit  the  Secretary  of  Agriculture  to  do  that. 

Mr.  Hayne.  Suppose  I  read  this.  I  think  it  answers  that.  I  am 
taking  a  little  dinerent  attitude  than  I  expected  to.  I  am  objecting 
to  only  the  nine  grades,  while  I  got  up  here  and  intended  to  object 
to  the  way  in  which  the  exchanges,  or  the  New  Orleans  exchange 
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especially,  treats  the  Goveminent  standards  at  present.    But  I  will 
read  this.    I  have  gone  from  one  extreme  to  the  other.    I  have  here: 

The  fifth  clause  of  the  Lever  bill  is  very  good,  but  it  should  add  after  pick- 
ings or  llnters,  "  bolUes  '*  as  being  undeliverable ;  and  I  think  it  should  specil^ 
that  any  bale  showing  an  excess  of  seed,  sand,  or  dirt  that  will  depreciate  its 
value  more  than  one-eightb  cent  from  the  classification  of  the  bale,  should  be 
undeliverable. 

That  is  practically  the  rule  in  both  exchanges  now. 

Mr.  Sloan.  Who  would  pass  upon  the  excessive  sand  and  dirt, 
whether  it  is  to  be  accepted  or  rejected? 

Mr.  Hayne.  I  have  put  in  here,  ^^  If  it  has  an  excess  of  sand  that 
would  deteriorate  the  value  of  the  bale  an  eighth  of  a  cent."  I  think 
that  is  a  rule  that  would  be  a^ed  to. 

Mr.  Marsh.  That  would  allow  considerable  cotton  to  be  delivered 
that  is  not  now  deliverable. 

Mr.  Hatnb.  I  think  if  it  has  a  little  grit  or  sand  in  it,  that  does 
not  depreciate  it  more  than  an  eighth  oi  a  cent  below  the  classifica- 
tion, that  it  ought  to  be  delivered. 

Off-colored  and  spotted  cottons  are  deliverable  on  both  the  New  Orleans  and 
New  York  exchanges  (and  New  York  classes  it  down  and  New  Orleans  calls  it 
off  color),  and,  I  think,  should  be  deliverable,  as  there  is  a  great  deal  of  that 
style  of  cotton  In  almost  every  crop;  but  it  should  be  provided  that  such  off- 
colored  and  spotted  cotton  should  not  be  tenderable  if  the  color  depreciated  Its 
value  more  than  one-fourth  cent  from  the  classification  of  the  bale. 

While  there  are  nine  Government  grades,  they  are  made  up  of 
white  cotton.  This  year  maybe  60  or  70  per  cent  of  this  crop  was 
what  you  would  call  off  color.  It  would  not  match  that  Government 
tjTpe.  Nothing  would  be  hurt  if  that  off -colored  bale  could  be  de- 
hvered  against  the  gtade  of  that  (Jovernment  type  if  that  off  color 
did  not  depreciate  ite  value  more  than  a  quarter  of  a  cent.  If  you 
make  a  contract,  gentlemen,  that  nobody  will  sell,  you  hurt  the  busi- 
ness almost  as  much  as  abolishment. 

Now,  I  ought  to  say  this,  gentlemen.  I  know  there  is  not  any  one 
of  you  that  is  more  anxious  for  a  good  contract  than  I  am.  I  am 
very  much  as  Mr.  T.  J.  Majors,  a  well-known  old-time  New  Orleans 
bull.  He  was  put.  on  the  witness  stand  and  asked  this.  The  ex- 
aminer said,  "Mr.  Majors,  I  believe  you  are  a  buyer  and  seller  of 
cotton."  Mr.  Majors  said,  "No;  I  am  a  buyer  of  cotton."  [Laugh- 
ter.] And  that  is  just  about  what  I  am.  I  have  always  been  a 
bull,  and  everybody  knows  it,  on  cotton^  and  sometimes  very  much 
to  my  cost,  fiut  at  the  same  time,  I  believe  if  the  gentlemen  repre- 
senting tlie  southern  constituents,  if  I  suggest  this  contract  and 
state  it  would  be  fair  and  equitable,  I  believe  that  the  planters  in 
the  South  and  your  constituents  would  be  willing  to  abide  by  any- 
thing that  I  would  say.  That  may  be,  gentlemen,  perhaps,  an  ego- 
tisitcal  statement,  but  I  have  all  my  life  tried  to  uplift  the  price  of 
cotton.     I  have  never  tried  to  depress  it.    And  the  South  knows 

that. 

Mr.  HiTMPHREYS  of  Mississippi.  I  think  most  of  us  a^ee  to  that. 

Mr.  Haykb.  Therefore,  while  I  think  there  are  entirely  too  many 
modifications  allowed — I  am  speaking  here  on  the  only  market  that 
has  adopted  the  Government  standard,  which  is  using  it  at  present, 
which  is  New  Orleans — ^while  there  are  entirely  too  many  modifi- 
cations, still,  gentlemen,  do  not  shut  them  off  entirely  and  confine 
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them  to  these  nine  grades  of  cotton  and  two  grades  of  tinges,  because 
it  does  not  cover  enough  of  the  crop  that  is  tendered. 

Mr.  Webb.  Do  you  not  think  that  the  strict  delivery  of  spotted 
cotton  on  the  exchange  in  New  York  would  have  a  tendency  to  de- 
preciate the  value  of  cotton,  of  this  spotted  cotton?  Don't  you  think 
the  buyer  would  be  able  to  buy  it  cheaper? 

Mr.  Hayne.  Of  course  that  is  a  question,  and  it  is  a  pretty  hard 
question  for  me  to  answer.    I  rather  think  it  would. 

Mr.  HUuGEN.  I  understand  that  in  grain  transactions  they  are 
restricted  to  three  grades. 

Mr.  Hayne.  In  grain ;  yes. 

Mr.  Haugen.  As  I  understand  it,  it  is  proposed  here  by  the  other 
gentlemen  that  we  restrict  cotton  to  nine  or  ten  grades,  and  you  are 
in  favor  of  expanding  and  admitting  spotted  horses,  as  it  was  re- 
ferred to  here.  That  is,  you  do  not  believe  that  the  nine  grades  is 
liberal  enough  ? 

Mr.  Hayne.  No  ;  but  I  do  not  believe  that  you  should  simply  allow 
race  horses  to  be  delivered,  or  horses  of  the  2.40  class.  I  think  a 
good  sound  horse  that  can  haul  a  wa^on  or  can  plow  should  be 
allowed  to  be  tendered  also,  but  not  a  lame  spavined  or  a  one-eyed 
horse,  you  know. 

Mr.  Glenny.  Mr.  Hayne,  just  right  there  on  that  question  just 
asked  you.  Grain  is  graded  down  in  three  grades,  and  those  tnree 
grades  only  are  tenderable  on  future  contracts.  But  you  can  make 
up  the  No.  2  wheat;  you  can  manufacture  No.  3  wheat  by  mixing 
your  grain  from  dirferent  bins  to  bring  them  up  to  the  proper 
weight,  thereby  making  the  proper  grade.  Cotton  you  can  not  mix; 
it  is  wnaf  it  is,  and  it  is  what  tne  farmer  furnishes,  and  nobody  can 
make  a  middling  bale  of  cotton  out  of  anything;  you  could  not  make 
a  spotted  bale  of  cotton  out  of  anything,  and  you  could  not  make  a 
tinged  bale  of  cotton  out  of  anytning.  Nature  and  the  farmer  are 
the  only  ones  that  can  make  the  cotton,  whereas  grain  can  be  util- 
ized ;  you  can  take  your  lower  grades  of  grain  and  mix  them  witii 
your  higher  grades  of  grain  and  deliver  them  on  the  market,  and 
there  is,  therefore,  not  the  necessity  for  the  number  of  grades  of 
grain  as  there  is  of  cotton.  Low  grades  of  cotton  are  varieties  from 
the  white  cotton. 

Mr.  Haugen.  Mixed  cotton  you  can  not  deliver  on  contract? 

Mr.  Glenny.  You  can  not  mix  it. 

Mr.  Haugen.  You  see  there  are  only  three  grades  of  grain. 

Mr.  Glenny.  That  is  what  is  deliverable,  I  think,  on  contract 
It  is  graded  more  or  less  by  weight,  and  you  can  make  up  the  grades 
by  mixing,  but  you  can  not  do  that  with  cotton. 

Mr.  Haugen.  The  person  holding  the  grain  contract  is  restricted 
to  three  grades,  and  here  it  is  proposed  to  restrict  him  only  to  10 
grades. 

Mr.  Glenny.  I  do  not  want  to  take  Mr.  Hayne's  time.  If  you  will 
ask  me  those  questions  when  I  am  on  the  stand  I  will  endeavor  to 
answer  them. 

The  Chairman.  You  may  proceed,  Mr.  Hayne. 

Mr.  Hayne.  In  regard  to  tne  question  that  has  been  asked,  I  went 
on  further  here.    As  I  say,  I  took  the  other  view,  in  writing  this : 

Quarter  grades  should  be  entirely  eliminated.  In  otber  words,  only  the 
grades  of  which  the  Government  has  made  standards  should  be  deliverable. 
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New  York  and  New  Orleans  at  present  both*  deliver  quarter  grades.  That  is, 
New  York  delivers  barely  gdod  middling  and  New  Orleans  calls  it  strict  to  good 
middling,  a  type  half  way  between  the  value  of  strict  middling  and  good 
middling.  New  York  also  delivers  fully  low  middling  and  New  Orleans 
low  to  strict  low  middling,  which  the  buyer  has  to  take  at  half  the  difference 
between  strict  low  middling  and  low  middling.  These  are  what  are  called 
quarter  grades  and  certainly  should  be  entirely  eliminated.  No  mill  buys,  and 
no  merchant  can  sell  on  these  quarter-grade  descriptions.  The  orders  come 
from  either  good  middling,  strict  middling,  or  middling,  and  a  bale  of  barely 
good  middling  or  barely  middling  can  only  be  sold  at  the  grade  below,  namely, 
strict  middling  or  strict  low  middling.  The  planter  does  not  receive,  if  he 
ships  his  cotton  to  a  factor,  a  better  price  for  a  bale  of  barely  middling  than  he 
does  for  a  bale  of  strict  low  middling;  therefore  it  is  manifestly  unfair  that 
the  receiver  of  cotton  on  contract  should  be  forced  to  pay  an  extra  price  for 
quarter  grades  when  he  can  only  sell  half  grades. 

I  am  limiting  very  much  the  number  of  grades.  That  is,  I  am  sug- 
gesting that  they  should  be  limited ;  but  I  think,  if  confined  to  only 
the  nine  Government  standards,  that  that  would  be  going  a  little  too 
far.  New  Orleans  really  delivers  a  greater  number  of  grades — a  great 
many  more — than  New  York.  I  think  it  should  be  stopped.  My 
idea  is  that  you  have  got  the  nine  Government  standards,  and  they 
should  be  left  as  ihej  are  now.  I  have  added  the  three  standards  for 
tinges.  They  are  middling  fair,  strict  good  middling,  good  middling, 
stnct  middling,  and  middling,  and  strict  low  middling,  low  middling, 
strict  good  ordinary,  and  good  ordinary.  Both  of  tne  exchanges  at 
present  deliver  barely  middling.  The  Government  has  no  standard 
of  barely  middling.  The  Government  has  a  standard  of  middling 
and  a  standard  of  strict  low  middling.  I  claim  that  that  should  not 
be  allowed.  A  bale  is  either  strict  middling  or  strict  low  middling. 
If  the  buyer  has  to  pay  for  this  hybrid  grade,  it  makes  him  that 
much  more  reluctant  to  receive  cotton.  In  other  words,  he  runs  away 
from  the  contract,  and  the  market  is  more  easily  manipulated. 

Mr.  GiiENNT.  Mr.  Hayne,  may  I  ask  you  who  loses  that  difference 
between  the  grades? 

Mr.  Haynb.  The  receiver,  absolutely.    The  receiver  loses  it,  Mr. 
Glenny. 

Mr.  Glenny.  Does  not  the  receiver  pay  for  what  he  gets,  and  does 
not  the  deliverer  get  paid  for  what  he  delivers? 
Mr.  Hayne.  No  ;  I  do  not  think  so. 

Mr.  Glenny.  If  the  difference  between  middling  and  strict  mid- 
dling is  half  a  cent,  and  I  deliver  the  middling  for  strict  middling, 
the  difference  would  be  a  quarter  of  a  cent  that  I  would  get  for  my 
middling  strict? 
Mr.  Hayne.  You — the  deliverer — ^get  it;  yes. 
Mr.  Glenny.  I  get  a  grade  that  is  valued  at  that  price.    I  am  sim- 
ply giving  to  the  receiver  something  for  which  he  pays  its  proper 
value. 
Mr.  Hayne.  I  disagree  with  you. 

Mr.  Glenny.  WelC  then,  you  would  class  the  strict  low  to  mid- 
dling down  into  the  strict  low  middling? 

Mr.  Hayne.  Absolutely;  yes.  And  I  say  that  that  is  one  of  the 
worst  features  in  both  of  the  contracts  at  the  present  time — ^New  Or- 
leans and  New  York — ^the  quarter  grades.  There  are  two  spinners 
here.  I  would  like  to  know  if  they  will  pay  me  any  more  for  100  bales 
of  low  and  strict  low  middling  than  they  will  pay  me  for  100  bales 
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of  middling.  No  one  will  get  a  fraction  of  a  cent  more  for  the 
low  to  strict  low  middling  than  he  does  for  the  low  middling.  It  is 
a  grade  that  is  not  recognized  by  the  trade.  Therefore  the  only  man 
that  gets  such  an  extra  value  is  the  man  that  delivers  it  to  the  buyer — 
the  receiver — the  man  that  takes  up  cotton  on  contract,  whether  he 
is  a  spinner  or  whether  he  is  a  cttton  merchant. 

Mr.  Parker.  I  would  emphasise  what  Mr.  Hajrne  says.  I  was  a 
member  of  the  classification  committee  in  attempting  to  standardize 
the  cotton  in  standard  Government  grades.  You  take  the  samples 
shown,  and  no  two  samples  are  exactly  the  same.  One  sample  is 
slightly  over  or  under,  but  the  average  mixture  makes  it  up.  There- 
fore when  you  have  the  quarter  grades  it  simply  depreciates  the 
whole. 

Mr.  Glenny,  When  you  ship  cotton  to  the  shipper  who  has  called 
for  middling,  can  you  put  a  little  lower  than  middling  and  a  little 
higher  than  middling  and  make  your  shipment  middling — a  quarter 
of  a  grade? 

Mr.  Haynb.  No ;  not  a  quarter  of  a  grade.  You  are  allowed  a  cer- 
tain latitude.  If  you  ship  10  bales  lower  than  the  grade  you  sell,  and 
20  bales  higher  than  the  grade  you  sell^  you  do  not  get  anv  credit  for 
it  whatsoever,  but  you  will  get  a  claim  on  the  10  bales  lower.  Mr. 
Webb,  am  I  right  or  wrong? 

Mr.  Webb.  You  are  right. 

Mr.  Hayne.  Therefore,  gentlemen,  while  I  believe  in  these  quar- 
ter grades  absolutely  being  eliminated,  stick  to  the  Government 
standard— good  middling,  strict  middling,  and  strict  low  middling, 
etc.  None  of  your  barely  middling  and  none  of  your  barely  good 
middling.  They  should  be  eliminated.  But  I  do  think  that  on-col- 
ored cotton  should  be  deliverable.  Take  after  a  certain  season  of  the 
year,  there  is  hardly  any  cotton  that  will  come  up  to  the  Govern- 
ment standard.  I  think  if  you  would  allow  off-colored  cotton  to  be 
received — but  not  if  that  off-colored  cotton  depreciated  in  value  more 
than  a  quarter  of  a  cent — I  think  it  would  be  all  right. 

Mr.  Humphreys  of  Mississippi.  May  I  ask  you  a  question,  Mr. 
Hayne? 

Mr.  Hayne.  Certainly. 

Mr.  Humphreys  of  Mississippi.  What  is  the  general  tendency, 
then,  on  the  future  contracts  of  the  privilege  of  delivering  quarter 
grades  to  the  buyer? 

Mr.  Hayne.  Well,  I  consider  that  in  both  exchanges  they  have 
always  had  a  sellers'  contract.  Everything  is  in  favor  of  the  seller. 
The  receiver,  undoubtedly,  in  this  case  of  quarter  grades,  is  just 
simply  out  or  pocket  that  quarter  grade.  For  instance,  this  year  in 
the  New  Orleans  market  low  middling  is  thirteen-sixteenths  or  a  cent 
off  of  middling.  Strict  good  ordinary  was  a  cent  and  thirteen-six- 
teenths. In  other  words,  there  was  1  cent  a  pound  difference  between 
strict  good  ordinary  and  low  middling.  Yet  the  receiver  of  the  cot- 
ton had  to  take  a  hybrid  ^ade  that  no  mill  or  no  cotton  man  knows 
anything  about,  called  strict  good  ordinary  to  low  middling  and  he 
had  to  take  it  at  the  difference  in  value  iJetween  low  middling  and 
strict  good  ordinary  and  lost  $2.50  a  bale,  in  my  opinion,  on  every 
bale  of  the  grade  that  he  took.    And  that  is  the  reason  that  we  have 
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liad  in  the  New  Orleans  market,  for  the  first  year  that  I  can  remem- 
ber, future  contracts  and  current  months  selling  50  and  60  points 
under  the  price  of  spot. 

Mr.  Parker.  Has  not  the  effect  of  these  quarter  grades  been  to  de- 
preciate the  whole  price? 

Mr.  Haynb.  Absolutely.  If  you  make  it  obnoxious  to  the  buyer 
to  buy  a  stock  of  goods,  you  know  the  stock  of  goods  is  going  down — 
it  is  going  to  depreciate  in  value.  If  you  make  it  too  hard  for  the 
buyer,  he  will  not  buy,  or  if  he  does  buy  he  buys  at  a  price  that  will 
compensate  him  for  these  discrepancies. 

The  CHAiiaiAN.  Your  argument  is  conclusive,  Mr.  HaynCj  that 
the  less  the  number  of  grades  deliverable  the  higher  the  price  of 
the  contract — ^within  reason. 

Mr.  Hayne.  Of  course,  within  reason. 

The  Chairman.  Now,  to  get  right  to  the  bill,  do  you  think  the 
provisions  in  both  the  Senate  and  the  House  bills  as  regards  that 
are  effective?    Do  you  think  it  will  work? 

Mr.  Hayne.  Now,  I  have  got  to  argue  the  other  way:  I  think  it 
is  a  little  too  effective. 

The  Chairman.  All  right;  we  want  to  get  both  sides  of  the  ques- 
tion. 

Mr.  Hayke.  I  think  it  is  a  little  too  effective.  I  do  not  think  that 
the  seller  has  recognized  too  well  up  to  this  time  the  rights  of  the 
buyer.  I  do  think  that  the  seller  has  got  rights,  and  you  can  not 
make  him  sell  anything  that  is  too  hard  on  him. 

The  Chairman.  What  would  be  your  suggestion  in  the  House 
biU  as  to  paragraph  5,  section  5,  at  the  bottom  of  page  4,  H.  R.  15818? 
What  would  be  your  suggestion  to  make  that  more  effective? 

Mr.  Haynb.  Well,  I  think  it  is  an  awfully  good  clause. 

The  Chairman.  You  think  we  about  hit  the  nail  on  the  head 
there? 

Mr.  Haynb.  With  certain  exceptions,  I  do. 

Mr.  Hawlby.  You  suggested  putting  in  hollies  and  one  other 
thing.  . 

Mr.  Haynb.  Yes;  I  think  it  ought  to  have  in  it  hollies,  and  Mr. 
Callaway  suggested  the  gin  cut  and  machine  cotton. 

Mr.  Humphreys  of  Mississippi.  As  regards  excess  of  ^ed  sand 
and  dirt  and  excessive  damage,  is  that  provision  definite?  Who  is 
to  determine  whether  it  is  excess  or  whether  it  is  excessive;  just 
i^hat  amount  it  takes  to  make  it  excessive? 

Mr.  Haynb.  Well,  I  suggested  putting  in  there  that  if  it  did  not 
deteriorate  the  value  of  the  grade  tendered  more  than  an  eighth  of  a 
cent,  it  would  be  perfectly  merchantable,  saleable  cotton. 

Mr.  Humphreys  of  Mississippi.  It  occurs  to  me  there  ought  to  be 
some  little  more  definite  provision  there. 

Mr.  CalIjAway.  If  there  was  not  but  one  worm  in  the  apple,  then 
you  would  let  it  go  in  ? 

Mr.  Haynb.  In  that  respect  I  think  I  would  let  it  pass. 

Mr.  Hauoen.  Who  is  going  to  determine  what  grade  it  is  ? 

Mr.  Haynb.  The  exchanges  are  given  these  standards  made  up  by 
the  Government,  and  at  present  any  bale  of  cotton  that  is  sent  there 
for  delivery  is  classified  under  these  standards  by  paid  officials  of 
both  exchanges. 
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Mr.  Haugen.  Then  there  is  no  question  about  that;  everybody 
accepts  that  conclusion  ? 

Mr.  Hayne.  Everybody  accepts  that.  There  is  no  complaint  about 
it.    It  is  easily  ascertainable  and  determinable. 

Mr.  Haugen.  To  whom  would  you  leave  the  discretion  of  valuing 
the  depreciation  due  to  sand  and  so  on  ? 

Mr.  Hayne.  The  same  classer  that  classes  it  as  a  bale  of  low 
middling  or  a  bale  of  middling  decides  whether  there  is  too  much 
sand  or  dirt  in  those  bales — ^whether  the  sand  and  dirt  in  those  bales 
is  over  or  under  an  eighth  of  a  cent. 

Mr.  Haugen.  Do  you  think,  Mr.  Hayne,  classers,  who  necessarily 
and  by  the  very  requirements  of  their  position  may  not  be  themselves 
engaged  in  the  cotton  business,  are  in  position  to  determine  whether 
the  value  of  cotton  is  depreciated  a  quarter  of  a  cent,  or  any  amount? 

Mr.  Hayne.  Well,  I  think  that  anybody  that  classes  cotton  would 
be  able  to  tell  whether  there  was  sand  enough  in  it  to  make  it  worth 
an  eighth  of  a  cent  less.    I  think  so. 

Mr.  GiJBNNY.  When  you  receive  cotton  and  get  a  certificate  for  it 
you  do  not  rehandle  it;  you  ship  it  out  on  its  certificate,  do  you  not! 

Mr.  Hayne.  Yes. 

Mr.  Glenny.  Therefore  the  grading  of  the  cotton  exchange  is 
satisfactory.  I  just  want  to  bring  that  out  in  connection  with  the 
work  that  those  classers  do  in  the  exchange. 

Mr.  Hayne.  Oh,  yes;  we  have  found  their  grading  absolutely 
correct,  according  to  the  types  before  them. 

Mr.  Haugen.  Out  West  we  call  them  inspectors.  You  call  them 
classers.  They  are  satisfied  with  these,  classers  that  are  doing  the 
work?  There  is  no  difliculty  of  ascertaining  the  exact  value  of  the 
cotton,  so  there  is  no  need  of  any  Federal  inspector  to  inspect  it  and 
class  it? 

Mr.  Hayne.  I  think  it  would  be  better.  I  had  never  thought  of 
that  until  to-day,  when  Mr.  Callaway  suggested  it,  but  I  believe  that 
if  the  Government  could,  in  both  exchanges,  have  a  couple  of  classers 
and  let  that  be  the  final  classification,  I  think  it  is  a  splendid  idea. 

Mr.  CAiiLAWAY.  Do  you  think  they  could  make  a  profit  on  it  at 
25  cents  a  bale  ? 

Mr.  Hayne.  I  do  not  know  in  dollars  and  cents,  but  the  fact  that 
you  have  got  Uncle  Sam  saying  it  is  so  and  so  means  a  good  deal. 

(Whereupon,  at  5.10  o'clock  p.  m.,  the  committee  took  a  recess  until 
10.80  o'clock  a.  m.,  Thursday,  April  23, 1914.) 


commtttee  on  agriculture, 

House  of  Representatives, 
Waahingtan^  D.  C,  Tkuraday,  April  £S^  1914. 

The  committee  reassembled  at  10.30  o'clock  a.  m.,  pursuant  to  the 
taking  of  recess. 

The  Chairman.  When  we  took  a  recess  yesterday  afternoon,  Mr. 
Hayne  was  addressing  the  committee,  and  he  desires  this  morning 
to  conclude  his  statement.  Mr.  Hayne,  you  may  proceed  in  your 
own  way. 
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STATEMENT  OF  MB.  FBAHK  B.  HAYNE,  OF  NEW  OBLEANS— 

Continued. 

Mr.  Hayne.  I  think  I  had  got  as  far  yesterday  in  my  statement  as 
to  say  that  the  first  thing  was  the  enforced  adoption  of  the  Govern- 
ment standards  by  both  exchanges,  and  that  I  was  opposed  to  two 
standards — ^upland  and  Gulf.  I  can  see  no  possible  reason  why 
there  should  be  more  than  one  standard.'  The  grade  of  cotton  is  the 
same  whether  it  is  Gulf,  Texas,  or  upland.  The  types  are  put  into 
a  box  with  a  glass  cover,  on  which  is  marked,  "  Not  to  be  touched." 
No  classer  in  the  world,  if  the  grade  is  the  same,  could  tell  from  a 
type  the  bales  that  were  Gulf  and  the  bales  that  were  upland.  The 
mill  that  buys  100  bales  each  of  middling,  strict  middling,  and  ^ood 
middling,  from  Savannah  or  New  Orleans,  will  expect  precisely 
the  same  class  from  each  port,  but,  as  a  matter  of  course,  would  ex- 
pect from  New  Orleans  cotton  of  better  character,  staple,  and 
strength.  Grade  is  simply  a  question  of  color  and  leaf.  There  is  no 
difference  whatsoever  between  a  bale  of  middling  upland  or  Gulf, 
as  far  as  the  class  of  that  bale  is  concerned,  if  you  can  handle 
the  cotton,  you  can  prove  the  staple  of  it.  The  Gulf  cotton  will  have 
more  strength  and  staple,  probably  a  longer  staple;  and  it  is  a 
heavier  bodied  cotton.  But  the  grade  type  is  precisely  the  same. 
T  think  that  any  spot-cotton  buyer  in  the  South  will  agree  with  me 
as  to  that  statement.  And  if  that  is  the  case,  I  think  it  would  only 
create  confusion  if  we  were  to  have  a  standard  for  upland  as  well 
as  a  standard  for  Gulf  cotton.  There  should  be  one  Government 
set  of  types. 

The  CfecAiRMAN.  Is  it  your  opinion,  Mr.  Hayne,  that  the  present 
Grovemnnent  standards  represent  the  type  of  the  bulk  of  the  cotton 
of  this  country  ? 

Mr.  Hayne.  They  represent  the  type  of  all  the  cotton  of  this 
country.  It  is  not  the  type  of  any  particular  section — ^that  is  the 
grade ;  that  is  the  standard. 

The  Chairman.  And  it  is  representative  of  all  the  cotton? 

Mr.  Hayne.  Of  all. 

The  Chairman.  Mr.  Hayne,  I  am  afraid  you  did  not  quite  catch 
the  meaning  of  my  question.  What  I  was  inquiring  about  is  this: 
Whether  or  not  the  present  Government  standard  is  representative 
of  the  different  characters  of  cotton  in  all  the  different  localities  of 
the  country. 

Mr.  Hayne.  Well,  it  is  made  up  of  the  different  ones.  Well,  I 
have  understood  that  it  was.  But  that  is  something  that  I  can  not 
answer  by  a  positive  statement.  I  have  understood  that  it  was  com- 
posed some  of  upland  cotton  and  some  of  Gulf  cotton ;  but  even  if  it 
was  not,  I  do  not  care  whether  the  type  is  made  up  all  of  upland  or  of 
Gulf,  there  should  only  be  one  standard,  not  two. 

The  Chairman.  Have  you  ever  given  any  consideration  to  the 
proposition  of  our  adoption  of  the  Liverpool  or  universal  standard? 

Mr.  Hayne.  Yes;  but  I  do  not  see  why  we  should  give  up  every- 
thing to  England.  I  do  not  see  why  this  country  is  not  big  enough 
to  say  that  we  grow  the  cotton  and  that  we  sell  the  cotton ;  and  I  do 
not  see  whv  we  can  not  say  to  England,  "Adopt  our  standard.'' 
Why  should  we  adopt  theirs  i  They  only  buy  a  proportion  of  what 
we  grow. 
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The  Chairman.  Mr.  Hayne,  is  it  your  opinion,  in  reading  this 
House  bill,  that  section  3  of  the  bill,  which  deals  with  transmission 
of  cablegrams  to  foreign  countries  on  these  contracts  for  future  deliv- 
ery, would  force  the  Liverpool  and  other  foreign  exchanges  to  adopt 
our  standards?  I  am  speaking  of  the  last  part  of  section  3,  begin- 
ning on  line  13  of  page  2,  reading,  "Any  contract  for  sale  of  any 
cotton  for  future  delivery,"  and  so  on. 

Mr.  Hayne  (after  a  pause).  I  think  it  would  adopt  them. 

The  Chaibman.  Do  you  think  it  would  force  the  foreign  exchanges 
to  adopt  our  standards? 

Mr.  Hayne.  Yes;  but  that  is  just  a  matter  of  opinion  on  my  part. 

The  Chairman.  Well,  of  course,  your  opinion  is  worth  a  good  deal 
to  the  committee,  because  you  have  been  in  the  trade  so  long.  AU 
right,  you  may  proceed. 

Mr.  Hayne.  Now,  the  next  important  change  that  I  think  should 
be  made  in  the  present  rules  of  the  two  exchanges  is  that  the  New  York 
and  New  Orleans  exchanges  should  be  forced  to  base  their  contracts 
on  the  real  commercial  difference  between  grades.  The  New  York 
Exchange  proposes  to  have  monthly  revisions;  but  it  is  my  opinion 
that  that  would  simply  give  an  opportunity  for  more  effective  ma- 
nipulation of  the  market,  if  there  were  monthly  revisions  instead  of 
the  three  revisions  that  the  market  now  has. 

The  New  Orleans  exchange  claims  that  its  contract  is  based  on 
commercial  differences;  but  tnat  is  not  the  case.  New  Orleans  dif- 
ferences between  grades  are  based  on  the  differences  existing  in  the 
New  Orleans  spot  market,  and  they  do  not  take  into  consideration 
in  any  way  whatsoever  the  differences  that  exist  between  those  grades 
in  other  markets.  In  my  opinion  there  is  only  one  way  to  arrive  at 
the  real  commercial  differences,  and  that  is  what  is  proposed'in  both 
the  Smith  and  the  Lever  bills,  that  there  should  be  five  or  seven  or 
more  large  markets  that  sell  a  quantity  of  spot  cotton ;  those  differ- 
ent markets  selected,  as  a  matter  of  course,  must  base  their  auota- 
tions,  must  have  their  differences  on  these  Government  standards. 
Then,  that  these  five  or  seven  markets  should  carefully  quote  these 
differences  and  it  should  be  obligatory  on  the  New  York  and  the  New 
Orleans  cotton  exchanges  to  fix  their  differences  according  to  the 
average  differences  between  grades  of  these  various  markets,  and 
that  whenever  this  average  difference  is  changed  between  these  vari- 
ous markets  the  New  York  and  the  New  Orleans  markets  must  also 
change  their  differences  accordingly,  never  mind  how  often  those 
changes  occur. 

The  Chairman.  Do  you  think  that  proposition  is  covered  in  these 
bills,  Mr.  Hayne  ? 

Mr.  Hayne.  I  do  not,  for  this  reason:  In  Senator  Smith's  bill  there 
is  a  clause  reading  that  that  difference  should  be  established  by  bona 
fide  sales  of  spot  cotton  of  the  same  grades,  respectively,  made  in  the 
course  of  actual  trade,  upon  the  sixth  business  day  prior  to  the  settle- 
ment of  the  contract,  in  the  market  where  the  future  transaction  in- 
volved takes  place  and  is  consummated. 

In  other  words,  as  I  understand  thatj  it  says,  "  In  the  event  that 
there  be  no  bona  fide  spot  market  in  which  spot  sales  are  made  from 
day  to  day,  at  or  in  the  place  in  which  such  future  transaction  takes 
place,  then,  and  in  that  case,  the  said  average  differences  in  value  in 
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the  spot  markets  at  five  places  designated  by  the  Secretary  of  Agri- 
culture." 

But  these  five  or  seven  other  markets  would  not  be  brought  into  use 
if  the  market  in  which  the  contract  originated,  either  New  Orleans 
or  New  York,  made  what  they  claimed  to  be  a  bona  fide  spot  trans- 
action the  sixth  day  prior  to  the  tender  of  that  cotton.  In  other 
words,  it  still  leaves  it  to  New  York  and  New^  Orleans  to  fix  those 
differences.  I  think  that  that  is  a  mistake;  that  it  should  be  left 
entirely  to  these  five  or  seven  markets,  and  then  it  should  be  manda- 
tory on  the  two  exchanges  to  fix  their  differences  accordingly. 

The  Chaibman.  Well,  assuming  that  we  should  cut  out  the  objec- 
tionable language  to  which  you  call  attention,  appearing  in  both 
bills,  and  leave  this  language  in,  with  the  premises  to  it,  what  would 
be  your  opinion  of  that 

Said  differences  above  or  below  the  contract  price  shnll  be  determined  bf 
taking  the  average  actual  commercial  differences  In  value  in  the  8i)ot  marled 
of  eight  places  designated  for  the  purpose  from  time  to  time  by  the  Secretary 
of  Agriculture. 

And  so  on? 

Mr.  Hayne.  That  would  absolutely  meet  the  conditions. 

The  Chairman.  That  would  meet  the  conditions,  would  it? 

Mr.  Hayne.  Yes,  sir.  Now,  the  third  very  important  change  refers 
only  to  the  New  York  market.  The  New  Orleans  market  has 
adopted  this  system  for  many  years  that  each  bale  delivered  on  cob* 
tracts  should  be  designated  by  a  tag  number,  which  would  enable 
the  receiver  of  the  cotton  to  use  any  Dale  or  any  number  of  bales  <hi 
a  contract,  and,  if  he  wished,  to  retender  the  balance  without  the 
necessity  of  having  this  remainder  recertificated.  This  system  has 
been  inr  vogue  in  New  Orleans  for  a  number  of  years,  and  it  has 
proved  satisfactory  in  every  way,  and  is  one  of  the  principal  reasons 
why  the  New  York  contract  is  always  selling  so  far  below  the  value 
of  spot  cotton  in  the  South ;  and  as  a  rule  sells  so  much  lower  thaa 
the  New  Orleans  contract. 

Mr.  Marsh  stated  yesterday  that  the  system  had  been  changed  to 
some  extent  in  New  York,  but  I  know  that  in  1903  and  in  1910,  in 
receiving  cotton  in  New  York,  you  simply  got  a  certificate  showing 
that  there  were  10  grades,  10  bales  each  of  10  different  grades^ 
making  100  bales.  But  you  could  not  tell  which  10  bales  was  which. 
In  order  to  find  out  whether  you  might  use  4  of  those  10-bale  lots,  if 
you  had  an  order  for  those  4  grades  you  would  not  know  how  to 
make  use  of  them,  to  find  those  40  bales  which  you  could  use,  the 
entire  100  bales  had  to  be  turned  out ;  you  would  have  to  reclass  the 
cotton  and  take  out  the  40  bales  you  could  use,  and  you  would  have 
to  recertificate  the  remaining  60  bales  at  a  very  heavy  expense,  pos- 
sibly 60  or  65  cents  a  bale.  I  consider  that  that  idea  is  preposeroua 
It  is  unfair  in  every  way.  It  is  as  unfair  as  if  I  bought  10  kegs  of 
nails,  running  from  tack  hammer  to  tenpenny  nails,  and  if  I  wanted 
to  use  a  special  cask  I  found  that  they  had  not  been  marked  or 
numbered  at  all.  I  would  have  to  turn  out  the  whole  10  kegs^ 
break  open  the  head  of  each  one.  and  probably  the  one  I  wanted 
would  be  the  last  one  I  broke  open ;  and  I  would  also  then  have  to 
pay  the  restorage  and  for  the  labor  of  putting  them  back. 

The  Chaibman.  And  that  amounts  to  about  65  cents  a  bale  on  the 
cotton  you  say  1 


'^ 
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Mr.  Hayne.  And  to  recertificate  it,  yes ;  I  think  it  would. 

The  Chairman.  And  that,  of  course,  would  be  charged  back  to  the 
man  who  is  the  producer  of  the  cotton! 

Mr.  Hatne.  Well,  I  do  not  know  about  that.  I  know  the  man 
who  pays  it  is  the  man  who  receives  the  cotton. 

Mr.  xAYiiOB.  How  could  it  possibly  be  charged  back  on  the  pro- 
ducer? The  contract  is  already  made  and  executed.  It  could  not 
possibly  be  charged  back  in  the  producer. 

Mr.  Haynb.  The  contract  is  already  made  and  executed.  I  know 
it  comes  back  to  the  receiver  of  the  cotton. 

Mr.  Sloan.  As  far  as  that  cost  being  brought  back  to  the  pro- 
ducer is  concerned,  it  could  not  go  back  to  the  producer  directly  in 
that  particular  case,  but  the  chairman's  proposition,  I  think,  is  that 
knowing^  all  of  those  charges  are  going  to  come  along,  they  would 
be  distributed  in  such  a  way  that  in  the  long  run  of  cases  they  would 
be  brought  back  to  the  producer. 

Mr.  Hayne.  Yes ;  that  is  it.  I  would  make  the  contract  knowing 
those  conditions,  and  I  would  make  allowance  for  that  charge. 

Mr.  Sloan.  And  you  would  bid  on  that  contract  less  3ian  you 
ordinarily  would,  the  seller  would  get  less,  and  that  the  producer 
would  finally  bear  the  charge  ? 

Mr.  Hayne.  Yes,  sir. 

Mr.  Humphreys  of  Mississippi.  Is  65  cents  the  total  expense  of 
this  transaction?  If  there  were  10  bales  that  you  wanted  in  order 
to  turn  out  the  100  and  segregate  the  10  bales^  it  would  possibly 
necessitate  the  resampling  of  75  bales,  and  then  the  recertification 
of  the  90  bales  would  all  cost  about  $65,  do  you  think? 

Mr.  Hayne.  No;  65  cents  a  bale.  If  you  take  1  bale  out  of  a  100- 
bale  contract  you  will  destroy  the  certification  of  the  remaining  99 
bales. 

Mr.  Humphreys  of  Mississippi.  And  the  whole  transaction  would 
cost  for  the  100  bales  probably  aoout  $65 ;  would  it? 

Mr.  Hayne.  I  think  that  is  about  right. 

Mr.  Hauoen.  I  think  $58.50  would  te  about  right. 

Mr.  Humphreys  of  Mississippi.  May  I  ask  you  another  question? 
Is  the  purpose  of  that  particular  rule  (if  not  to  prevent)  at  least  to 
discourage  men  from  talking^  cotton  on  the  contracts  on  the  exchange? 

Mr.  H&YNE.  I  think  the  idea  of  that  rule  undoubtedly  is  to  make 
it  as  obnoxious  as  possible  for  anyone  to  go  to  New  York  and  re- 
ceive the  cotton  on  his  contract. 

Mr.  Humphreys  of  Mississippi.  Then,  that  is  written  in  the  con- 
tract in  the  interest  of  the  seller  of  the  cotton  ? 

Mr.  Hayne.  Unquestionably. 

Mr.  Humphreys  of  Mississippi.  And  the  general  eflFect  necessarily 
is  to  depress  the  price  of  cotton  ? 

Mr.  Hayne.  Yes;  and  New  Orleans  has  adopted  the  other  system. 
In  New  Orleans  if  I  get  these  10  bales  each  of  10  different  grades  in 
a  100-bale  contract  they  will  not  do  as  they  do  in  New  York — ^simply 
make  it  for  10  bales  each  of  good  middling  and  so  on  down  to  good 
ordinary — ^but  on  the  back  or  this  certificate  they  would  have  good 
middling,  strict  middling,  and  so  on  down  the  list,  and  they  would 
give  you  the  tag  numbers  of  the  bales  that  are  good  middling,  the 
tag  numbers  of  the  bales  that  are  low-good  middling,  the  tag  num- 
bers of  the  bales  that  are  good  ordinary,  etc. 
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Mr.  Tayijor.  Will  you  answer  this  question:  Now,  you  say  that 
you  have  this  kind  of  contract  in  New  Orleans.  Why  is  it,  there- 
fore, that  people  trade  in  New  York?  Why  do  they  not  stay  in  New 
Orleans  and  trade  down  there?  What  do  they  go  up  to  New  York 
for  if  the  contract  is  there  so  inequitable  ? 

Mr.  Hayne.  One  reason  it  that  New  York  has  more  people  and 
more  money  than  New  Orleans. 

Mr.  TAYiiOR.  And  that  is  the  only  reason? 

Mr.  Hatnb.  Well,  you  know  that  they  do  trade ;  but  I  think  that 
that  is  what  is  bringing  us  all  to  Washington  now,  that  the  trading  is 
being  limited  to  those  who  are  more  noncotton  men  or  speculators 
than  to  legitimate  cotton  men  or  mills. 

The  Chairman.  Mr.  Hayne,  carrying  out  the  line  of  questions  by 
Mr.  Humphreys,  I  want  to  ask  you  whether  it  is  true  or  not  that 
every  time  a  purchaser  takes  up  a  bale  of  cotton  in  New  York  which 
has  been  delivered  to  him,  or  for  which  he  has  demanded  delivery, 
that  action  has  a  tendency  to  raise  or  lower  the  price  of  spot  cotton 
in  the  South. 

Mr.  Hayne.  Whenever  any  cotton  is 

The  Chairman  (interposing).  Taken  up  in  New  York;  when  the 
actual  cotton  is  taken  up  on  the  contract. 

Mr.  Hayne.  I  think  it  undoubtedly  has  that  effect. 

In  regard  to  that  certification — I  mean  the  certification  of  each 
bale  or  the  identification  of  each  bale — ^nearly  every  large  market 
in  the  South  has  adopted  that  system,  and  it  is  absurd  to  say  that 
New  York  can  not  do  it.    They  can  do  it. 

Mr.  Taylor.  Why  do  they  not  do  it?  What  is  the  advantage  to 
them  of  not  doing  it  ? 

Mr.  Hayne.  Well,  I  think  they  are  going  to  do  it.  And  I  am  a 
member,  and  an  old  member,  now  of  the  New  York  Cotton  Ex- 
change. But,  gentlemen,  if  they  will  not  do  it,  I  sav  they  should 
be  made  to  do  it.  That  is  what  we  are  here  for.  Tnere  are  some 
things  that  the  New  Orleans  Cotton  Exchange  should  be  made  to  do, 
and  there  are  some  things  that  the  New  York  Cotton  Exchange 
should  be  made  to  dor 

Mr.  Taylor.  What  is  the  disadvantage  of  not  doin^  that  ? 

Mr.  Hayne.  The  disadvantage  of  their  not  doing  it  ? 

Mr.  Taylor.  Yes ;  what  disadvantage  is  it  to  them  ?  Why  should 
they  not  do  it,  in  other  words? 

Mr.  Hayne.  Well,  as  I  say,  I  think  that  the  reason  it  is  not  done 
is  that  it  is  an  obstacle  flung  in  the  way  of  anybody  receiving  cotton 
in  that  market,  and  naturally  they  do  not  want  cotton  received 
in  that  market. 

Mr.  Sloan.  You  fifjure  that  it  is  encouraging  the  gambling  feature, 
instead  of  the  real  investment  feature.  Is  that  the  raw  English 
of  it? 

Mr.  Hayne.  That  is  about  it. 

Mr.  Humphreys  of  Mississippi.  Well,  there  is  no  cotton  produced 
in  New  York,  or  in  that  neighborhood,  or  right  around  there,  and 
there  is  no  cotton  manufactured  there. 

Mr.  Hayne.  There  is  cotton  manufactured  in  the  neighborhood 
of  New  York. 

Mr.  Humphreys  of  Mississippi.  What  is  that? 

Mr.  Hayne.  There  is  cotton  manufactured  in  the  neighborhood. 
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Mr.  HuMPHBEYS  of  Mississippi.  There  is  cotton  manufactured  in 
the  neighborhood,  but  there  is  none  manufactured  in  New  York  City, 
and  very  little  in  the  State  of  New  York.    Is  not  that  right  ? 

Mr.  Hayne.  There  is  a  good  deal  manufactured  in  the  upper  part 
of  the  State ;  Syracuse  and  around  there  there  is  a  good  deal  manu- 
factured. 

Mr.  Harrison.  How  much  actual  cotton  is  delivered  on  the  future 
contracts  in  New  York ;  I  mean  how  much  a  year,  approximately  f 

Mr.  Hayne.  Well,  it  depends  on  the  season.  In  1910  there  was 
probably  in  the  neighborhood  of  800,000  bales. 

The  Chairman.  How  much  ? 

Mr.  Hayne.  Probably  800,000  bales. 

The  Chairman.  Delivered  on  contracts? 

Mr.  Hayne.  Yes ;  in  New  York,  in  1910. 

The  Chairman.  Well,  what  would  be  the  natural  deliver}*  in  a 
normal  year?    That  was  an  abnormal  year. 

Mr.  Hayne.  I  should  say  250,000  bales. 

Mr.  Harrison.  Well,  how  many  bales  are  sold  on  future  contracts 
in  New  York  in  a  year  on  an  average,  approximately  ? 

Mr.  Hayne.  Well,  I  think  that  is  rattier  guesswork.  Twenty-fiye 
millions  or  thirty  millions,  I  should  imagine.  I  might  be  wrong  in 
the  figures. 

The  Chairman.  All  right,  Mr.  Hayne;  you  may  proceed. 

Mr.  Hayne.  The  next  important  feature,  which  applies  to  both 
markets,  New  Orleans  and  New  York,  is  that  no  pro  forma  tender 
can  be  made,  but  actual  delivery  of  classified  cotton  shall  be  made  on 
the  date  named  for  delivery  in  the  contract. 

Under  the  present  system  there  have  been  instances  where  the  re- 
ceiver of  cotton  which  was  delivered  to  him  in  May  did  not  obtain 
the  classification  of  the  same  until  August.  The  system  is  that  the 
cotton  exchange  has  been  enabled  to  certificate  this  cotton.  A  pro 
forma  invoice  is  tendered  to  the  receiver,  the  buyer,  and  he  has  to 
pay  on  some  average  price  supposed  to  be  about  what  that  100  bales 
would  be  worth.  The  buyer  actually  pays  for  this  100  bales,  or  10,000 
bales,  or  50,000  bales,  perhaps,  and  he  does  not  know  what  he  is  pay- 
ing for.  He  does  not  know,  whether  it  is  middling  fair  or  whether 
it  IS  good  ordinan^.  I  can  not  see  how  that  can  be  defended.  I  con- 
sider that  when  I  signify  my  intention  of  receiving  the  cotton  that 
has  been  sold  to  me  I  should  not  pay  for  same  until  the  deliverer 
gives  me  the  certificate  showing  each  and  every  grade  that  he  is  ten- 
dering me.  If  I  do  not  know  it  for  a  month  or  more — even  if  I  do 
not  know  it  for  two  days  afterwards — I,  as  the  receiver,  am  forced 
to  restore  this  cotton  at  a  heavy  expense.  I  do  not  know  where  to 
offer  it.  I  have  paid  for  something  and  I  do  not  know  what  it  is. 
I  do  not  know  where  to  offer  it. 

I  am  long  on  July  contracts  to-day.  I  may  have  bought  them  five 
months  ago.    The  man  that  sold  them  to  me  obligated  himself  to 

S've  me  50,000  pounds  of  basis  middling  cotton.  Now,  he  has  had  all 
at  time  to  prepare  himself  to  meet  his  obligations.  It  he  waits  until 
the  last  moment,  should  I,  who  am  willing  to  carry  out  my  obliga- 
tions and  ready  to  carry  it  out — should  I  be  the  sufferer  on  account 
of  his  negligence  or  dilatoriness  ?  That  provision  regarding  the  pro 
forma  tender  is  in  these  bills,  and  I  consider  it  a  very  good  one. 
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Mr.  Humphreys  of  Mississippi.  Now,  let  me  see  if  I  get  that 
straight.  When  they  make  this  pro  forma  delivery  they  then  take 
a  month,  or  some  such  time,  before  they  deliver  these  samples  with 
the  tags  wrapped  up  in  them  as  Mr.  Marsh  told  us  about  yesterday — 
or  does  that  go  with  the  pro  forma  delivery? 

Mr.  Hayne.  Well,  as  I  told  you,  I  took  up  a  good  deal  of  cotton 
in  1910  in  New  York  markets,  but  apparently  the  United  States  Gov- 
ernment had  a  sort  of  prejudice  agamst  my  taking  up  any  more.  I 
have  not,  therefore,  taken  up  any  more  cotton  in  New  York. 

Mr.  Hawley.  Were  you  involved  in  that  suit  that  Mt.  Callaway 
fipoke  of  yesterday? 

The  Chaibman.  The  Patten  case. 

Mr.  Haynb.  I  was  involved  in  it ;  yes,  sir. 

Mr.  HawijEy.  Who  filed  the  information  against  you? 

Mr.  Hayne.  I  do  not  know. 

Mr.  Hawi-ey.  But  somebody  must  have  filed  thp  information  with 
the  Government? 

Mr.  Hayne.  It  would  be  only  suspicion  on  my  part  if  I  were  to 
say.    I  do  not  know. 

Mr.  Hawley.  Did  it  not  come  out  in  the  trial  where  the  Govern- 
ment got  its  information  ? 

Mr.  Hayne.  It  did  not. 

Mr.  SiiOAN.  Were  you  proceeded  against? 

Mr.  Hayne.  Oh,  yes. 

Mr.  Sloan.  Well,  did  your  attorney  not  have  an  opportunity  to 
bring  out  where  the  information  came  from  ? 

Mr.  Hayne.  That  was  a  grand  jury  matter,  and  that  can  only  be 
surmised. 

Mr.  Taylor.  Did  you  have  a  trial  in  open  court? 

Mr.  Sloan.  It  did  not  go  beyond  the  grand  jury? 

Mr.  Hayne.  No. 

Mr.  Taylor.  The  ffrand  jury  did  not  indict  you  ? 

Mr.  Hayne.  It  did  indict  me. 

Mr.  Hawley.  You  paid  a  fine,  did  you  ? 

Mr.  Hayne.  I  paid  a  fine. 

Mr.  Taylor.  Then  you  plead  guilty,  did  you? 

Mr.  Hayne.  No,  sir.  I  do  not  think  this  has  anything  to  do  with 
the  contract,  sir,  at  all ;  but  as  I  have  been  questioned  on  it.  I  wish 
to  say  most  distinctly  that  I  did  not  plead  guilty,  and  that  I  would 
rather  have  gone  to  jail  or  gone  to  h — 1  than  to  have  plead  guilty. 

Mr.  Taylor.  I  know ;  but  how  was  the  fine  imposed  on  you  then  ? 

Mr.  Hayne.  How  was  the  fine  imposed?  Mr.  Patten  of  Chicago 
did  plead  guilty.  Mr.  Patten  of  Chicago  plead  guilty  of  having 
knowingly  and  wilfully  violated  one  of  the  laws  of  his  country. 

Mr.  Taylor.  That  is,  the  laws  against  creating  a  monopoly  ? 

lib.  Hayne.  Yes.  He  peaded  guilty.  The  balance  of  us  did  plead 
nolo  contendri,  which  means — there  is  a  very  great  distinction  there. 
nr. 

Mr.  Taylor.  I  know  that. 

Mr.  Hayne.  It  means  that  we  acknowledged  in  no  shape  or  form 
any  guilt  whatsoever;  that  we  not  only  did  not  knowingly  violate 
any  law  of  this  country,  but  we  had  three  of  the  finest  lawyers  in 
the  Southern  States,  at  any  rate,  who,  before  we  went  into  this  opera- 
tion, told  us  that  what  we  were  doing  would  not  be  against  the  law. 
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Mr.  Hawley.  Well,  Mr.  Chairman,  I  want  to  say- 


Mr.  Hayne  (interposing).  Please  do  not  stop  me;  I  just  want  to 
say  one  thing :  Mr.  Patten  did  plead  guilty,  which  was  one  of  the 
reasons  why  we  plead  nolo  contendere.  We  came  to  the  conclusion, 
which  Mexico  will  come  to  in  a  very  short  time,  that  there  is  no  use 
tackling  Uncle  Sam. 

Mr.  Hawi^ey.  Mr.  Chairman,  my  (question  was  not  for  the  purpose 
of  attributing  or  intimating  any  guilt  on  the  part  of  any  of  those 
parties 

Mr.  Taylor  (interposing).  Oh,  no;  nor  mine  either. 

Mr.  HAWL.EY  (continuing).  But  if  it  is  a  fact  that  if  you  buy  in  a 
certain  place  certain  goods,  and  when  you  demand  the  actual  delivery 
of  those  goods  you  are  proceeded  against  as  if  you  were  violating  the 
law  it  seems  to  me  that  this  committee  ought  to  know  all  about  that, 
and  who  filed  the  complaint  or  the  statement  with  the  Government 
that  you  have,  in  demanding  or  asking  that  you  be  given  the  goods 
which  you  have  bought,  violated  the  law. 

Mr.  Hayne.  I  thoroughly  agree  with  you  on  that,  and  I  hope 
sincerely  that  the  Government  will  find  out,  and  I  think  when  the 
Government  finds  out  the  men  who  did  it  will  be  held  up  to  the  exe- 
cration of  every  honest  man  in  the  world. 

Mr.  Hawley.  It  seems  to  me  it  has  a  great  deal  to  do  with  this 
future  contract  business. 

The  ChairbIan.  Undoubtedly. 

Mr.  Taylor.  What  were  you  charged  with,  creating  a  monopoly 
by  buying  all  this  cotton;  was  that  the  charge? 

Mr.  Hayne.  There  are  a  good  many  persons  in  this  room  right 
now  who  were  charged  at  the  same  time  with  myself. 

Mr.  Taylor.  How  many  were  there  altogether  ? 

Mr.  Hayne.  Well,  there  were  about  forty-odd  southern  spinners. 
Two  of  them  are  in  the  room  at  present;  two  of  them  have  testified 
here  already. 

The  Chairman.  The  gist  of  the  charge  against  you,  Mr.  Patten 

Mr.  Hayne  (interposing) .  Please  do  not  call  me  that.     PLaughter.] 

The  Chairman.  The  gist  of  the  charge  against  you,  Mr.  Hayne, 
was  that  you  had  asked  for  something  that  you  had  bought;  is 
that  it? 

Mr.  Hayne.  That  is  what  I  thought  it  was. 

Mr.  Tayix)r.  What  was  that? 

Mr.  Humphreys  of  Mississippi.  He  had  demanded  delivery  of 
something  that  he  had  bought. 

Mr.  Harrison.  Was  anybody  at  that  time  proceeded  against  who 
had  beared  the  market? 

Mr.  Hayne.  No. 

The  Chairman.  All  right;  you  may  proceed. 

Mr.  Hayne.  I  was  about  through,  Mr.  Chairman;  but  I  have  a 
suggestion  here  which  I  do  not  know  that  I  would  have  offered  before 
this  question  had  come  up ;  but  it  might  not  be  a  bad  thing  to  put 
in  your  bill. 

It  is  that  it  should  be  considered  a  violation  of  the  Sherman  law 
for  any  combination  of  persons  or  firms  or  corporations  to  agree 
to  receive  cotton  tendered  them  on  contract  on  any  exchange,  with 
the  understanding  that  the  cotton  so  received  should  be  sold  only 
at  a  price  fixed  by  said  individuals  or  firms  or  corporations.    But 
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this  would  not  prevent  the  said  individuals  or  firms  or  corporations 
agreeing  together  to  receive  cotton  against  their  outstanoing  con- 
tract, if  they  sell  cotton  so  received  in  competition  with  each  other. 
It  should  be  considered  a  violation  of  the  Sherman  law  for  any  com- 
bination of  persons,  firms,  or  corporations  to  combine  together  to  buy 
cotton  to  deliver  on  contracts  for  the  purpose  of  depressing  the  cotton 
market. 

I  do  not  know  that  that  could  be  put  in  the  bill ;  but  I  do  say  this, 
that  there  is  no  Question  of  doubt  but  that  the  outcome  of  the  suit 
that  you  speak  oi  has  cost  the  South,  not  $5,000,000  or  $10,000,000, 
but  hundreds  of  millions  of  dollars.  There  is  no  doubt  in  my  mind 
but  that  the  feeling  has  been,  among  bear  manipulators,  that  prac- 
ticallv  the  outcome  of  that  suit  meant  that  the  bears  could  combine 
and  aepress  prices,  the  idea  being,  according  to  ex- Attorney  General 
Wickeraham,  that  by  depressing  the  price  of  spot  cotton,  they  might 
be  giving  the  American  consumer  of  cotton  goods,  who  uses  only 
one-third  of  the  American  crop,  a  little  cheaper  goods.  That  is  their 
idea.  I  think  they  are  wrong.  And  their  idea  was  that  the  man  that 
bought  cotton  could  not  coinbine  to  uphold  prices,  to  get  the  South 
$5  or  $10  a  bale  more  for  its  15,000.000  bales  of  cotton ;  that  that  was 
against  the  law.  I  consider  that  tne  result  of  that  case  has  been  an 
enective  weapon  in  the  hands  of  those  who  are  against  the  product  of 
the  South — cotton. 

Mr.  Tayix)r.  Do  you  think  it  is  a  good  thing  for  a  coterie  of  men  to 
be  allowed  to  buy  up  the  cotton,  and  then  force  up  the  price  of  the 
cotton  !    How  is  that  helpins  the  farmer  ? 

Mr.  Hayne.  Very  materially. 

Mr.  Tayi/)r.  He  has  sold  all  of  his  cotton;  he  has  no  control  of 
the  cotton;  he  has  sold  it. 

Mr.  Hayne.  But  not  entirely.  Cotton  has  been  at  14  or  15  cents 
within  the  last  few  years,  and  the  producers  have  gotton  some  of  the 
benefit  of  that.  One  reason  why  the  South  is  in  as  prosperous  con- 
dition as  it  is  to-day  is  that  the  South  has  got  the  benefit  of  the  in- 
creased prices  of  the  cotton. 

Mr.  Tayix)r.  Do  you  believe  that  it  would  be  a  good  thing  to  allow 
a  coterie  of  men  to  buy  as  much  cotton  as  they  can  with  a  view  to 
forcing  up  the  price  oi  cotton? 

Mr.  Hay^ie.  No.  What  I  suggested  is  the  reverse  of  that — that 
they  take  up  this  cotton  and  then  put  an  arbitrary  price  on  it 

Mr.  TAYiiOK  (interposing).  I  beg  your  pardon,  but  how  do  you 
mean  it  is  the  reverse  of  that  ? 

Mr.  Hayne.  I  mean  the  buyers  who  are  buying  up  this  cotton; 
if  they  put  an  arbitrary  price  on  it.  In  other  words,  tne  decision  of 
the  Supreme  Court  was  that  it  was  against  the  law  to  withdraw  or 
withhold  cotton  from  the  market;  but,  on  the  other  hand,  there  is 
no  corner — a  combination  of  bulls  can  not  make  a  comer.  All  cor- 
ners are  made  by  the  men  or  combination  of  men  who  sell  more  than 
they  have  got  and  more  than  they  can  get  in  order  to  try  to  depress 
the  prices.  They  are  the  ones  that  make  a  comer.  I  can  not  Imock 
amr  man  down  and  say,  "  Sell  me  5,000  bales  of  cotton  " ;  but  if  he 
offers  five  or  ten  or  fifteen  thousand  bales,  have  I  any  right  to  think 
that  he  is  not  going  to  deliver  it  to  me?  And  then  suppose  I  carry 
out  my  obligation  and  take  it  up ;  but  four  or  five  men  find  themselves 
in  a  position — ^right  here,  now,  here  is  May  cotton  in  New  York, 
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delivery  day  next  Tuesday.  Suppose  we  found  out — we  have  not 
bought  our  cotton  together;  we  do  not  know  how  many  bales  the 
other  man  has;  we  do  not  Imow  within  a  cent  a  pound  tot  what  he 
bought  his  cotton.  But  we  found  out  that  there  are  five  men  in  this 
room,  for  instance,  that  owned  40,000  bales  apiece  of  May  cotton. 
How  are  we  going  to  liquidate  ?  Why,  we  force  cotton  down  a  cent 
a  poimd  if  we  start  out  in  competition  with  each  other.  What  can 
we  do  then  ?  We  simply  sav  to  each  other,  "  You  are  long  of  cot- 
ton." The  other  man  says,  "Yes;  I  am  long  on  cotton."  "Well,  I 
am  sroinrr  to  take  up  30,000  bales,"  you  say.  The  other  man  says  he 
is  f>oing  lo  take  up  30,000  bales.  We  do  it.  We  are  able  to  liquidate 
a  part  of  our  contract  and  we  are  able  to  liquidate  the  balance  by  sell*> 
ing  out  the  spots. 

Now,  this  is  my  opinion^  of  course.  But  it  would  be,  in  my  opinion, 
against  the  Sherman  law  if  we  bunched  spot  cotton,  put  an  arbitrary 
price  on  it,  and  made  the  mills  pay  an  extortionate  and  exorbitant 
price  for  that  spot  cotton.  But  if  when  we  each  take  this  30,000 
bales — we  absolutely  have  to  do  it  in  self-protection — ^and  then  we 
sell  it  in  competition  with  each  other,  the  spmner  gets  the  advantage 
of  it,  and  the  only  man  that  is  hurt  is  the  bear  speculator,  who  has 
brought  the  condition  on  himself  by  selling  what  he  did  not  have 
in  trying  to  depress  the  price  of  an  article  that  means  so  much  to 
us  all. 

Mr.  Reh-ly.  Mr.  Hayne,  you  are  in  favor  of  the  cotton  exchange, 
are  you  not? 

Mr.  Hayne.  Absolutely.  I  am  in  favor  of  exchanges  if  they  are 
properly  run. 

Mr.  Keillt.  Are  not  these  people  always  selling  what  they  have 
not  got? 

Mr.  Hayne.  Well,  no,  sir ;  not  always. 

Mr.  Reilly.  Could  they  exist  without  selling  what  they  have  not 
got  and  do  not  expect  to  get  or  deliver? 

Mr.  Hayne.  They  are  not  always  selling  what  they  have  not  got. 
A  great  many  of  futures  are  sold  absolutely  as  a  hedffe  against  the 
purchase  of  spot.  A  man  has  his  spot  cotton  and  he  sells  the  futures 
against  them  as  a  hedge.  If  I  make  a  sale  to  Mr.  Parker  or  Mr. 
Callaway  for  future  shipment,  I  buy  the  future.  I  have  not  got 
that  spot  cotton,  but  I  buy  the  futures  as  a  hedge  against  that  spot 
cotton  that  I  am.  to  buy. 

Mr.  Reilly.  But  there  are  always  bought  and  sold  on  the  exchanges 
many  millions  of  bales  more  than  there  is  in  existence. 

Mr.  Hayne.  Yes.  There  are  people  that  speculate,  and  in  my 
opinion  that  helps  the  price  of  cotton. 

Mr.  Taylor.  It  does  what? 

Mr.  Hayne.  It  helps  the  commodity.  I  believe  that  if  it  is  looked 
up  you  will  find  that  every  commodity  that  has  a  future  market  is 
in  a  better  condition  than  any  commodity  in  which  the  producer  and 
the  consumer  have  simply  to  face  each  other  without  any  such 
market. 

Mr.  Hawley.  Do  you  mean  that  the  market  would  be  likely  to  be 
more  stable? 

Mr.  Hayne.  I  think  the  market  is  undoubtedly  i^pt  to  be  more 
stable,  and  that  there  would  not  be  the  wide  fluctuations.    I  think 
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there  'would  be  wider  fluctuations  in  the  price  of  cotton,  very  much 
wider  fluctuations,  if  there  were  no  future  contracts. 

Mr.  HxjMPHBBYS  of  Mississippi.  Now,  Mr.  Hayne,  you  think  the 
exchanges  ought  to  exist  under  proper  regulation,  and  that  they 
are  a  good  thing.  You  are  not  complaining  especially  about  a  man 
selling  who  does  not  actually  possess  the  cotton,  but  you  insist,  as  I 
understand  it,  that  the  contract  that  he  makes  when  he  sells  it  shall 
be  a  fair  contract,  and  not  be  written  altogether  in  the  interest  of 
the  man  who  is  selling  it,  as  against  that  of  the  man  who  is  buying 
it;  is  that  correct? 

Mr.  Hayne.  That  is  exactly  it.  I  consider  that  really,  up  to  this 
time,  the  contract  on  the  exchanges  has  been  a  seller's  contract,  and 
that  it  ought  to  have  printed  across  it  "  caveat  emptor." 

Mr.  Harbison.  What  is  the  primary  object  of  exchanges? 

Mr.  Hayne.  To  facilitate  large  transactions  in  the  commodity 
which  they  buy  and  sell  on  that  exchange. 

Mr.  Harrison.  Did  they  not  just  deal  in  spot  cotton  when  they 
ivere  originally  organized? 

Mr.  Hayne.  I  do  not  think  so ;  no. 

Mr.  Marsh.  The  purpose  of  organizing  the  exchanges  was  to  afford 
a  meeting  place,  and  also  uniform  rules  for  contract  for  future 
delivery. 

Mr.  Harrison.  Now,  in  that  connection,  may  I  ask  you^  Mr. 
Marsh,  if  it  is  not  a  fact  that  the  New  York  Cotton  Exchange  was 
organized  in  1867? 

Mr.  Marsh.  I  beg  your  pardon  ? 

Mr.  Harrison.  That  it  was  organized  in  1867. 

Mr.  Marsh.  No,  sir;  it  was  organized  in  1871. 

Mr.  Harrison.  In  1871  ? 

Mr.  Marsh.  Yes. 

Mr.  Maguire.  Then  exchanges  were  organized  primarily  for  future 
delivery,  were  they  ? 

Mr.  Marsh.  They  were  organized  primarily  for  future  delivery. 
The  immediate  occasion  for  the  organization  of  the  New  York  Stock 
Exchange  was  the  growing  practice  of  persons  in  New  York,  in  the 
cotton  trade,  to  make  contracts  with  spinners  calling  for  the  de- 
livery of  cotton  where  the  cotton  was  not  immediately  available 
for  delivery;  where  it  could  not  be  delivered  for  some  time.    That 

fractice  began  shortly  after  the  Civil  War.  It  began,  probably, 
should  say,  in  1867,  and  it  proved  so  convenient  to  spinners  to  make 
the  forward  contracts  for  that  cotton  that  the  sales  of  cotton  for 
future  delivery  grew  very^  rapidly.  Then  there  were  found  to  be 
continual  dispute.    There  was  a  lack  of  uniformity 

Mr.  Jacx)way  (interposing).  Now,  Mr.  Marsh,  I  will  ask  you  if 
the  spinners  at  that  time  did  not  get  the  actual  spot  cotton  ? 

Mr.  Marsh.  The  spinner  actually  got  the  spot  cotton  that  he  bought, 
but  the  contracts  were  made  months  in  advance,  and  the  seller  of 
the  contracts  at  the  moment  he  made  them  very  frequently  did  not 
have  the  cotton  which  he  contracted  to  deliver  later. 

Mr.  Harrison.  Mr.  Marsh,  are  you  not  mistaken  about  that,  and 
is  it  not  a  fact  that  future  trading  in  cotton  was  not  established 
until  one  or  two  years  after  the  Kfew  York  Cotton  Exchange  was 
Dr^nized,  and  that  the  plan  was  first  originated  by  one  Mr.  Ray, 
of  Ldverpool  ? 
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Mr.  Marsh.  The  New  York  Cotton  Exchange,  I  am  perfectly  cer- 
tain, was  established  at  least  three  years  after  the  practice  of  trading 
in  contract  for  future  delivery  had  become  common  in  New  York. 
It  had  before  that  become  common  in  Liverpool ;  it  had  in  Liverpool 
during  the  Civil  War  become  very  common,  because  in  Liverpool 
during  the  Civil  War  the  uncertainty  of  the  supply  of  cotton  for 
English  spinners  made  the  trading  in  cotton  exceedingly  eager  and 
active,  and  the  cotton  merchants  in  Liverpool  kept  their  eyes  Open  for 
every  ship  that  was  on  its  way  from  Palm  Bay,  around  the  (Jape  of 
Good  Hope,  and  every  blockade  runner  that  was  likely  to  put  out  of 
the  southern  ports  with  any  kind  of  cotton  that  might  possibly  get 
to  Liverpool  was  watched,  and  as  soon  as  it  was  ascertained  that  a 
certain  snip  was  on  its  way  to  Liverpool  trading  in  the  cotton  on 
that  ship  was  begun.  Frequently  that  ship  did  not  go  to  Liverpool,  or 
could  not  go  to  Liverpool  for  several  months ;  and  it  was  always  in 
Liverpool  a  question  as  to  just  when  she  would  get  there. 

Consequently,  in  Liverpool,  we  still  have  the  curious  practice  of 
making  delivery  cover  two  months  instead  of  one  month,  a  practice 
which  arose  from  the  uncertainty  as  to  just  when  the  ship  would 
arrive  there. 

The  Chairman.  Does  that  answer  your  question,  Mr.  Jacoway! 

Mr.  Jacoway.  Yes. 

The  Chairman.  Is  there  anything  further  you  desire  to  say,  Mr. 
Hayne? 

Mr.  Hayne.  Nothing,  except  that  I  would  like  to  summarize  briefly 
just  what  I  have  tried  to  say  and  what  I  think. 

The  first  thing  is  that  the  Government  standard  should  be  adopted, 
not  only  by  New  Orleans  and  New  York  exchanges,  but  certainly 
by  these  five  or  seven  markets  that  would  fix  the  differences. 

Also  that  only  one  standard  should  be  used,  whether  it  is  Ghilf 
standard  or  upland  standard. 

I  also  think  that  fixed  differences  should  absolutely  be  done  away 
with,  and  nothing  but  real,  actual,  commercial  dinerences  should 
exist. 

I  think  that  every  bale  of  cotton  tendered  should  be  identified, 
so  that  the  buyer  could  take  1  bale  out  of  any  100  bales  tendered  in, 
and  not  have  to  recertificate  the  remaining  99  bales,  but  could  sell 
that  1  bale  if  he  wants  to. 

Also  I  think  that  no  pro  forma  invoices  should  be  allowed;  that 
when  a  man  delivers  cotton  he  must  state  to  the  receiver — ^he  must 
produce  a  certificate  of  the  exchange  showing  the  grade  of  each  and 
every  bale  which  he  delivered. 

Mr.  Hoixis.  And  identify  the  bale? 

Mr.  Hayne.  Yes;  and  identify  the  bale. 

Gentlemen,  really  pretty  much  everything  that  I  think  would 
make  a  good  contract  is  embodied  in  the  Smith  bill  and  the  Lever 
bill,  and  I  think,  with  only  very  slight  modification  and  probably 
a  few  additions,  that  bill  could  be  made  to  be  satisfactory  to  every- 
body. And  I  can  only  say  this,  gentlemen,  that  I  sincerely  hope 
that  you  will  do  sometning  at  this  session,  and  not  leave  the  cotton 
trade  open  for  another  year  wondering  what  the  legislation  will  be. 

Mr.  J Acx)WAY.  What  do  you  think  should  be  the  limitation  of  the 
length  of  staple? 
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Mr.  Hatne.  I  think  myself  that  cotton  below  seven-eighths  inch 
should  not  be  tendered. 

Mr.  HuMPHBBYS  of  Mississippi.  There  is  no  occasion  for  a  maxi- 
mum limitation,  is  there? 

Mr.  Haynb.  Well,  there  was  a  rule,  and  still  is,  I  believe,  on  both 
exchanges,  that  long-staple  cotton  can  be  delivered  on  contract,  but 
it  shall  not  receive  a  premium  of  more  than  a  quarter  of  a  cent. 

The  Chairman.  There  is  no  objection  made  to  the  maximum,  I 
believe? 

Mr.  Glbnny.  Mr.  Hayne,  I  want  to  correct  you  on  one  tiling,  if 
you  will  permit  me,  and  say  that  when  staple  cotton  is  delivered  oh 
contract  on  the  exchange,  80  per  cent  must  be  staple  cotton  or  no 
allowance  will  be  made  for  it. 

Mr.  Hayne.  Eighty  per  cent  must  be  staple  cotton  or  no  allow- 
ance will  be  made. 

Mr.  Haugen.  Well,  why  should  the  limitation  extend  to  9  or  10 
mdes?  Why  not  restrict  it  to  two  or  three  grades,  the  same  as  is 
done  with  respect  to  the  grain  exchanges? 

Mr.  Hayne.  Well,  I  think  grain  and  cotton  are  very  different. 

Mr.  Haugen.  That  may  be,  but  I  want  to  get  that  in  the  record  in 
connection  with  what  you  have  stated. 

Mr.  Hayne.  My  reason  why  it  should  not  be  limited  to  the  nine 
grades  is  this 

Mr.  Haugen  (interposing).  Well,  I  say,  why  not  limit  it  to  twe 
or  three  grades? 

Mr.  Hayne.  Well,  at  present  there  are  nine  grades,  and,  I  say^ 
even  for  those  nine  grades  they  are  made  up  of  white  cotton.  Now, 
even  in  an  ordinary  year — ^I  mean  where  the  picking  is  normal  in 
the  beginning  of  the  season — ^the  deliverer  of  cotton  might  be  able 
to  match  in  whiteness  those  nine  grades ;  but  in  nearly  every  year 
at  the  end  of  the  season,  say  after  tfanuary,  there  is  a  certain  amount 
of  rain  that  has  come  on  the  cotton  that  has  been  gathered  and  a 
little  poorer  cotton  has  gone  in — ^a  little  duller  cotton  has  gone  in 
with  tne  brighter  cotton — ^and  if  you  simply  limit  it  to  that  I  think 
you  would  find  it  hard  to  get  anybody  to  sell  the  contract. 

Mr.  Haugen.  Well,  that  is  to  the  advantage  of  the  seller.  The 
q>inner  has  a  certain  contract  for  future  delivery.'  It  is  necessary 
for  him  to  have  a  certain  quality  of  cotton,  and  he  enters  into  a  con- 
tract with  you  for  100  bales  of  that  cotton.  Now,  he  buys  100 
bales  and  gets  only  two  or  three  bales  of  the  kind  that  is  needed 
in  his  business.  Why  is  he  not  entitled  to  the  grade  of  cotton  that 
he  contracted  for,  and  which  he  has  to  have  in  order  to  produce  the 
cloth? 

Mr.  Haynel  Well,  the  exchanges  do  not  pretend  to  sell  the  manu- 
facturers cotton  for  their  wants.  They  do  not  pretend  to  do  sa 
The  contract  that  you  buy  and  that  you  sell  on  an  exchange  is  for 
.W,000  pounds  of  basis  middling.  When  Mr.  Hawley  buys  a  contract 
on  the  exchange  he  knows  that  he  is  not  going  to  get  100  bales  of 


wants  his  100  bales  of  strict  middling  he  can  go  to  the  cotton  mer- 
chant and  the  cotton  merchant  will  sell  him  100  bales  that  will  be 
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suitable  for  his  mill,  and  he,  the  cotton  merchant,  will  hedge  him- 
self by  buying  this  50,000  pounds  or  100  bales  of  basis  middling. 

Mr.  Taylor,  He  buys  the  contract  ? 

Mr.  Hayne.  Yes. 

Mr.  Taylor.  And  the  merchant  buys  the  cotton  and  takes  the  con- 
tract from  the  spinner? 

Mr.  Haynb.  X  es. 

Mr.  Haugen.  The  contract  is  of  no  value  to  the  spinner  except  as 
a  matter  of  insurance.  And  if  no  cotton  is  actually  delivered,  it 
simpljr  reduces  itself  to  an  insurance  proposition,  and  the  expense  is 
25  points,  and  $2.50  and  15  cents,  which,  I  believe,  amounts  to  $13.90 
a  bale. 

Mr.  Hayne.  It  is  practically  an  insurance  proposition;  yes.  But 
now,  if  Mr.  Hawley  should  get  an  order  from  the  United  States 
Government  for  1,000,000  yards  of  duck  deliverable  next  January, 
how  can  he,  unless  there  is  a  future  market,  accept  that  order  with- 
out speculating? 

Mr.  Taylor.  In  other  words,  he  must  know  the  price  which  he 
will  have  to  pay  for  his  cotton  ? 

Mr.  Hayne.  In  other  words,  the  future  market  is  an  intermediary 
which  prevents  Mr.  Hawley  irom  having  to  speculate.  Mr.  Haw- 
ley's  course  would  be  this:  He  is  up  North  and  does  not  know  the 
conditions  in  the  South.  I  am  in  the  South  in  the  different  markets. 
He  says,  "  What  will  you  sell  me  2,000  bales  of  cotton  for,  deliverable 
in  October,  November,  and  December  ? "  naming  the  style  of  cot- 
ton that  he  wants  in  order  to  make  those  goods  that  he  has  sold 
to  the  United  States  Government.  Now,  if  there  were  no  future 
markets,  I  could  not  sell  him  that  cotton,  and  he  could  not  accept 
that  contract  from  the  Government. 

Mr.  Hawley.  At  an  agreed  price,  now,  you  mean? 

Mr.  Hayne.  At  an  agreed  price  now.  No  5  you  would  have  to 
wait;  cotton  may  be  2  cents  a  pound  higher  in  October  than  it  is 
now. 

Mr.  Hawley.  In  other  words,  if  there  was  no  future  market,  you 
maintain  that  you  would  sell  me  the  cottom  at  a  price  based  upon 
whatever  price  you  might  have  to  pay  for  it  ? 

Mr.  Hayne.  Yes ;  at  whatever  price  I  took  the  cotton. 

Mr.  Taylor.  And  Mr.  Hawley  could  not  make  his  contract  with 
the  Government  for  the  duck! 

Mr.  Hayne.  No  ;  he  could  not  make  his  contract  with  the  Govern- 
ment. It  needs  the  future  market,  which  is  of  more  help  to  the 
manufacturer  than  anybody  else  to  enable  him  to  do  that. 

Mr.  Haugen.  Because  it  allows  him  to  sell  his  goods  ahead.  But 
we  should  dismiss  the  idea  of  the  spinner  purchasing  his  cotton  for 
his  stock  on  the  exchange  for  future  delivery.  It  is  simply  a  mat- 
ter of  insurance ;  it  has  nothing  to  do  with  the  cotton  that  he  needs. 

Mr.  Hayne.  Yes.  The  manufacturer  can  not  expect  to  use  2,000 
bales  of  strict  middling  cotton  by  buying  2,000  bales  of  basis  mid- 
dling through  an  exchange  for  the  purpose  of  supplying  the  wants 
of  his  mill. 

Mr.  Moss.  Does  not  your  position  amount  to  this:  That  you  say 
you  can  not  eliminate  speculation  and  that  you  want  to  throw  upon 
the  speculative  market  the  speculation  instead  pf  the  actual  market 
carrying  that?    Is  that  what  you  mean  to  say? 
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Mr.  Hatne.  I  did  not  quite  understand  that? 

Mr.  Moss.  Did  I  not  understand  your  position  to  be  that  if  Mr. 
Hawley  wanted  to  take  that  future  contract  and  there  were  no 
futures  he  would  have  to  carry  it  as  an  individual  ? 

Mr.  Hayne.  Yes. 

Mr.  Moss.  But  there  being  a  future  market  he  sells  it,  and  then  he 
lets  some  speculator  carry  it ! 

Mr.  Hayne.  No;  it  is  not  a  speculator.  Now,  I  would  not  be  a 
speculator  if  I  sold  Mr.  Hawley  his  2,000  bales  and  bought  the 
2,000  bales  of  contract  on  the  exchange.  Perhaps  you  will  say  that 
the  man  who  sells  me  that  2,000  bales  is  a  speculator. 

Mr.  Moss.  I  mean  to  say  that  the  uncertainty  remains  just  the 
same,  and  whatever  risk  there  is  shifted  from  Mr.  Hawley  to  some- 
body who  is  on  the  future  market;  is  not  that  true? 

Mr.  Hayne.  But  it  will  not  necessarily  be  speculation. 

Mr.  TAYiiOlt.  That  is  right. 

Mr.  Moss.  Now,  to  make  it  plain,  you  speak  about  insurance. 
Now,  there  can  not  be  an  insurance  unless  there  is  a  risk,  can  there  ? 

Mr.  Hayne.  Yes;  but  here  would  be  the  character  of  that  trans- 
action: Mr.  Hawley  is  about  to  sell  the  Government  this  large  con- 
tract for  cloth  without  speculation,  because  he  buys  the  cotton  from 
me,  whom  he  considers  responsible,  and  that  I  will  furnish  him  with 
the  kind  of  cotton  that  he  wants  to  build  up  contracts  with.  I  sell 
that  to  Mr.  Hawley,  and  I  do  not  speculate,  because  I  buy  it  from 
the  exchange.  Now,  you  go  back,  of  course,  and  you  say  that  the 
man  who  sells  the  cotton  to  me  on  the  exchange  speculates.  But  that 
is  not  necessarily  true.  That  man  may  be  a  planter  who  is  willing 
to  accept  that  price  and  who  sells  against  his  crop.  That  is  not 
necessarily  a  speculation. 

Mr.  Taylor.  It  is  a  business  transaction. 

Mr.  Hayne.  It  is  a  fairly  legitimate  business  transaction,  and  like 
all  legitimate  business  transactions,  as  a  matter  of  course  a  certain 
amount  of  speculation  is  bound  to  creep  in. 

Mr.  Taylor.  And  you  try  to  eliminate  as  much  of  that  as  you  can, 
do  you  not? 

Mr.  Hayne.  Yes;  you  can  not  block  it  out  entirely.  There  has 
been  speculation  ever  since  the  days  of  Adam  and  Eve. 

Mr.  Taylor.  Mr.  Hawley  could  not  make  his  contract  with  the 
Government  for  that  just  now  unless  he  knew  what  the  cotton  to 
make  it  with  was  going  to  cost  him. 

Mr.  Hayne.  He  could- not. 

Mr.  Hawley.  I  understand  that  without  the  future  market,  if  a 
manufacturer  wanted  to  sell  a  certain  quantity  of  goods  in  advance, 
in  order  to  quote  a  price  for  cotton  goods  to  be  delivered  in  January, 
say,  and  in  order  to  be  sure  that  he  would  be  able  to  get  the  necessary 
raw  cotton  he  would  have  to  keep  on  hand  before  he  began  his  manu- 
facturing operation  the  whole  amount  of  raw  cotton  necessary  to  go 
into  those  goods? 

Mr,  Hayne.  He  would  have  to  buy  it  from  me. 

Mr.  Hawley.  I  mean,  suppose  there  was  no  future  market? 

Mr.  Hayne.  Oh,  yes;  certainly. 

Mr.  Hawley.  He  would  have  to  buy  it  and  have  it  on  hand  and 
know  what  the  cost  of  insurance,  and  storage,  etc.,  would  be  I 
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Mr.  Haynb.  Yes;  in  order  to  be  safe  and  nonspeculative  you 
would  have  to  calculate  in  your  price  to  the  Government  for  the  cost 
of  storage  and  the  cost  of  interest  and  the  cost  of  insurance  for  the 
six  months  before  you  are  goin^  to  deliver. 

Mr.  Hawley.  But  with  a  future  market  I  could  make  a  price  on 
future  deliveries  of  the  goods  if  I  was  able  to  buy  cotton  to  be  de- 
livered at  various  periods  subsequent  in  time. 

Mr.  Hayne.  Any  time  you  want  it. 

Mr.  Hawley.  Yes. 

Mr.  Patten.  The  man  who  makes  a  contract  for  delivery  of  a  cer- 
tain kind  of  good^  can  deliver  them,  even  though  he  does  not  have  a 
future  market,  if  he  is  willing  to  do  like  they  do  in  other  businesses 
and  stand  his  loss. 

Mr.  Hatne.  Oh,  certainly;  he  can  deliver  it  and  his  stockholders 
can  be  wiped  out. 

Mr.  Fatten.  That  makes  the  future  contract  an  insurance  against 
his  loss,  does  it  not? 

Mr.  Hayne.  That  is  the  way  I  consider  it. 

Mr.  Haugen.  That  is  true  as  to  the  cotton  grower  also.  The  cot- 
ton grower  will  sell  his  cotton  at  the  time  he  plants  it  and  grow  it  for 
future  delivery  ? 

Mr.  Haynb.  Yes. 

Mr.  Beilly.  Did  not  the  spinners  get  along  at  one  time  without 
having  a  future  market? 

Mr.  Hayne.  Well,  they  got  on,  but  I  do  not  think  that  the  spinners 
were  prosperous  beiore  there  was  a  future  market.  It  was  tnen,  of 
course,  a  ver^  much  smaller  business.  But  they  did  not  get  along 
as  welL  I  will  guarantee  that  there  were  more  failures  among  milS 
before  there  was  a  future  market  than  there  have  been  since. 

Mr.  Reilly.  Who  has  profited  the  most  by  this  future  buying? 
Has  the  cotton  planter  profited  by  it? 

Mr.  Hayne.  Well,  it  is  not  a  question  of  parties.  I  think  the  cot- 
ton planter  on  the  whole  has  benefited,  and  I  think  if  you  gentlemen 
regulate  these  contracts  he  most  certainly  will  in  the  future  be  far 
better  off  than  he  would  be  if  you  decided  that  exchanges  should 
not  exist'. 

Mr.  Keilly.  Then,  in  your  own  mind,  you  have  some  doubt  as  to 
whether  future  buying  has  been  any  benefit  to  the  man  who  grows 
the  cotton  in  the  past? 

Mr.  Hayne.  No  ;  I  have  not  any  doubt  in  my  mind  as  to  that.  I 
think  in  the  long  run,  take  it  from  1871,  when  the  exchange  started,  to 
the  present  time,  the  cotton  planter  has  got  a  verv  much  better  price 
for  nis  cotton,  in  spite  of  a  good  many  things  tnat  we  do  not  nave 
right  on  the  exchanges;  I  think  that  during  that  period  the  planter 
has  received  a  better  price  for  his  cotton  crops  than  he  would  have 
if  there  had  been  no  cotton  exchanges. 

Mr.  Reilly.  And  yet  you  said  a  few  minutes  ago  that  the  ex- 
changes had  robbed  the  planters  of  hundreds  of  millions  of  dollars? 

Mr.  Hayne.  No.  I  said  they  might  have  made  that  in  addition 
to  what  they  did  make;  but  the  Cord  knows  what  the  consumer 
would  rob  him  of  if  there  were  no  exchanges. 

Mr.  Glenny.  Let  me  interrupt  you,  Mr.  Hayne,  and  say  that  your 
statement  was  that  it  was  the  prosecution  of  the  case  by  the  United 
States  Government  which  cost  the  planters  so  much  money. 
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Mr.  Reilly.  No;  he  said  the  exchanges  did  it  through  the  United 
States  Government's  suit. 

Mr.  Glenn  Y.  Not  at  all ;  I  want  to  correct  that  impression. 

Mr.  ELayne.  That  is  right,  Mr.  Glenny,  I  said  that  the  prosecution 
of  that  case,  in  my  opinion,  had  cost  the  South  hundreds  of  millions 
of  dollars. 

Mr.  Tayix)b.  You  mean  by  that  that  you  had  certain  ideas  as  to 
what  the  law  should  be,  and  the  Government  had  different  ideas. 
That  is  the  sum  and  substance  of  it.  You  said  that  if  all  these 
gentlemen  got  together  and  bought  from  the  speculator,  that  was  not 
a  monopoly.  Now,  the  Government  said  it  was  a  monopoly.  That 
is  the  wnole  sum  and  substance  of  it. 

Mr.  Hayne.  Yes. 

Mr.  Tayix)r.  Now,  you  made  a  remark  just  now  that  if  it  was  not 
for  the  exchanges,  the  Lord  knows  what  the  consumer  would  do  the 
purchaser? 

Mr.  Hayne.  Yes. 

Mr.  Taylor.  You  mean  by  that  that  the  producer  would  have  to 
depend  entirely  upon  the  consumer? 

Mr.  Hayne.  Yes;  they  would  be  face  to  face. 

Mr.  Taylor.  And  the  consumers,  being  but  a  small  number,  they 
would  be  more  likely  to  get  together  and  force  down  the  price  of 
cotton  for  the  purpose  of  benefiting  their  own  business  ? 

Mr.  Hayne.  That  is  exactly  my  idea. 

Mr.  Taylor.  Mr.  Haugen  wanted  to  know  if  you  could  not  limit 
the  grades  of  cotton  to  only^three  grades.  Now,  that  would  be 
impracticable,  because  if  you  "limit  mem  to  two  or  three  grades 
then  you  are  shutting  out  the  rest  of  the  cotton  that  would  have  to 

60  to  market,  and  then  naturally  the  prices  of  the  other  grades  woi^Ii 
B  forced  down;  and  you  need  to  have  just  as  manj  gradca  as  you 
can  practically  deal  with  in  order  to  give  them  l\\  a  fair  valuation ; 
is  that  right  f 

Mr.  Haugen.  My  idea  is  this:  Yon  may  give  them  a  fflrade,  but» 
for  instance,  if  I  contract  for  delivery  of,  say.  No.  3,  the  seller  should 
have  tiie  option  of  delivering  to  me  No.  3,  No.  4,  or  No.  2.  If  I  con- 
tract for  No.  8,  he  would  have  the  option  of  delivering  to  me  No.  8, 
No.  7,  or  No.  10,  as  the  case  might  be. 

Mr.  Hayne.  Well,  I  do  not  think  it  would  be  practicable  to  limit 
it  to  that  number. 

There  is  just  one  thing,  if  you  will  let  me,  that  I  will  suggest  to 
you,  on  the  question  of  the  pending  bill,  to  which  I  did  not  call  at- 
tention. I  think  that  some  such  provision  as  this  should  certainly  be 
inserted  in  the  bill: 

No  cotton  below  the  value  of  the  minimum  grade  is  deliverable; 
whether  you  make  the  minimum  grade  good  ordinary  or  whether  you 
make  it  low  middling  no  cotton  below  that  value  shall  be  deliverable. 
I  had  neglected  to  suggest  that  and  I  think  it  a  very  iim)ortant  point. 
I  do  not  think  there  is  any  cotton  delivered  in  New  York  which  is 
of  less  value  than  good  ordinary. 

Mr.  Marsh.  No,  sir. 

Mr.  Hayne.  In  New  Orleans  there  is  cotton  delivered  of  lower 
value.  They  sell  you  in  New  Orleans  a  contract  of  good  ordinary  to 
fair,  but  they  will  deliver  you  good  ordinary  gritty,  and  they  may 
deduct  one-eighth  of  1  cent  for  the  grit ;  they  may  deliver  you  strict 


1042  BEGUIATION  OF  OOTTOK  EXCHAKGBB. 

good  ordinary,  oflf  color  and  gritty,  and  it  has  less  value  than  good 
ordinary,  and  I  think  that  that  is  a  very  important  clause  that  should 
be  put  in  the  bill,  that  no  cotton  of  less  value  than  the  minimum 
grade,  whatever  is  decided  on,  should  be  deliverable. 

The  Chairman.  Mr.  Sloan  has  a  question  he  would  like  to  ask 
you,  Mr.  Hajme. 

Mr.  Sloan.  You  spoke  about  how  this  legislation  might  assist 
the  spinner  and  also  the  producer.  Is  not  this  the  primary  purpose 
of  this  legislation,  or  should  it  not  be,  to  not  only  assist  the  producer, 
the  first  producer,  and  the  storekeeper,  then  the  larger  contractors, 
and  the  spinners  themselves,  but  all  the  way  down  to  those  who 
actually  use  the  completed  fabric,  even  though  it  is  a  part  of  a  child's 
calico  dress  ?  I  understand  that  the  real  purpose  of  this  bill  ought 
to  be  to  make  the  exchange  conduct  its  contracts  so  that  its  purchases 
and  sales  properly  published  would  amount  to  a  barometer  or  reg- 
ister or  a  reasonably  accurate-value  statement  from  day  to  day  of 
cotton,  which  means  the  spot-cotton  price,  or  the  spot-cotton  price 
plus  the  amount  necessary  to  carry  it  to  the  future  date.  And  the 
complaint  is  that  the  exchanges  have  not  so  registered  that  value. 
Is  that  not  right? 

Mr.  Hayne.  I  think  you  have  exactly  sized  it  up.  I  think  that 
is  what  you  gentlemen  are  here  for;  that  you  want  to  make  a  con- 
tract that  will  exactly  carry  out  what  you  have  defined,  and  the  rea- 
son that  you  want  to  regulate  the  exchanges  is  because  their  present 
contract  does  not  carry  out  the  purposes  as  you  have  stated  them. 

Mr.  Sloan.  They  have  not  been  a  good  business  barometer,  which 
everybody,  from  the  cotton  picker  down  to  the  cotton  wearer,  can  rely 
upon. 

Mr.  Hatne.  Yes ;  that  is  correct. 

Mr.  Taylor.  What  you  want  is  a  standard  form  of  contract,  the 
same  as  the  insurance  contract? 

Mr.  RuBEY.  What  per  cent  of  the  futures  are  for  the  sole  purpose 
of  hedging? 

Mr.  Hayne.  That  would  be  a  very  difficult  question  to  answer. 

Mr.  RuBEY.  I  mean  now,  at  the  present  time? 

Mr.  Hayne.  That  would  be  absolutely  impossible  to  tell  with  ac- 
curacy. Perhaps  50  or  60  per  cent.  It  is  impossible  to  say  exactly, 
but  I  was  going  to  say  this,  that  the  more  equitable  and  fair  and  just 
you  make  the  contract  the  greater  proportion  of  contracts  on  the  ex- 
changes will  be  legitimate  trading  and  not  speculation. 

The  Chairman.  Mr.  Hayne,  I  should  like  to  ask  just  two  questions 
before  you  leave.  What  effect  would  the  destruction  of  the  exchanges 
have  upon  cotton  as  collateral  for  borrowing  money  upon,  in  your 
judgment? 

Mr.  Hayne.  It  would  have  a  very  adverse  effect. 

The  Chairman.  Just  how?     Explain  that,  please. 

Mr.  Hayne.  I  think  it  would  have  a  most  serious  effect  in  the 
financing  of  the  cotton  crop.  Futures,  whether  high  or  low,  really 
form  the  basis  of  the  loans  made  by  the  banks.  The  bank  usually,  on 
lending  on  cotton  in  the  South,  at  any  rate,  will  lend  you  within  $5  a 
bale — $5  margin  of  the  price  of  the  future  contract,  say  of  the  month 
ahead,  it  being  understood  that  you  must  keep  your  margin  good. 

The  Chairman.  That  is,  that  you  are  hedged? 
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Mr.  Hayne.  Well,  I  will  come  to  that  afterwards.  But  even  if 
they  have  just  this  quotation,  the  bank  knows  that  his  cotton  goes 
down  50  points,  and  you  are  unable  to  put  up  that  $2.50  a  bale  mar- 
gin to  the  bank  which  you  have  agreed  to  put  up,  the  bank  knows  that 
no  matter  how  much  cotton  they  are  carrying,  they  are  running  no 
risk  whatsoever,  because  they  could  sell  a  cotton  future  and  deliver 
on  the  exchange  this  1,000  bales,  or  5,000  or  10,000  bales  that  they 
were  carrying  for  you.    It  makes  them  perfectly  safe. 

Mr.  Haugen.  Now,  that  has  reference  to  the  cotton  carried  in  the 
warehouse;  that  is  not  the  cotton  being  grown. 

Mr.  Hayne.  Not  the  cotton  being  grown ;  it  means  the  cotton  after 
it  is  marketed;  it  means  how  money  is  raised  on  it.  There  is  no 
better  collateral  in  the  world,  in  my  opinion,  than  cotton.  It  does 
'  not  deteriorate;  it  can  be  kept  for  years;  it  is  just  as  good  in  every 
way  as  it  was  before.  It  is  not  like  wheat  or  corn,  or  anything  that 
weevils  and  one  thing  and  another  can  get  at  and  destroy.  A  five- 
year-old  bale  is  just  as  good  as  it  ever  was,  and  if  you  have  a  future 
market,  if  the  borrower  does  not  put  up  his  margins  to  meet  any  de- 
cline in  cotton,  the  bank  can  just  simply  sell  a  future  and  deliver  all 
its  cotton  under  it,  making  it  a  safe  transaction  to  the  bank. 

Another  thing:  Many  banks  will  not  lend  on  any  lar^  amount 
of  cotton  unless  the  man  that  borrows  can  show  that  he  is  hedged; 
that  he  has  sold  against  that  cotton ;  that  he  is  covered;  that  he  is  not 
speculating  entirely  on  that  .';,0G0  1  nlcs.  if  tl:at  is  Avhat  he  is  borrow- 
ing on* 

And  again,  I  may  sell  15,000  or  20,000  ahead  to  Mr.  Parker,  for 
example.  Say  that  there  was  some  extraordinary  change  in  the 
market;  I  can  show  my  future  contracts  and  his  purchase — my  sale 
to  him — and  the  bank  considers  that  a  legitimate  transaction  to  lend 
money  on,  and  it  does  so.  Without  the  future  market  that  could  not 
be  done. 

The  Chairman.  Just  one  other  question,  Mr.  Hayne. 

Mr.  Hayne.  Yes ;  I  am  at  your  service,  Mr.  Chairman. 

The  Chaikman.  Have  you  any  idea  as  to  the  per  cent  of  intra- 
state transactions  upon  the  New  York  Cotton  Exchange?  In  other 
words,  I  mean  this:  What  per  cent  of  the  transactions  on  the  New 
York  Cotton  Exchange  is  made  between  citizens  of  the  State  of  New 
York? 

Mr.  Hayne.  A  very  large  proportion. 

The  Chairman.  A  very  large  proportion ;  all  right. 

Mr.  Hu3fPHREY8  of  Mississippi.  In  this  Smith  bill  (S.  110),  sec- 
tion 3,  page  4,  it  is  provided — 

That  In  case  long  staple  cottons  are  bought  or  sold  for  future  delivery,  the 
length  of  the  staple  shall  be  designated  in  the  contract  and  the  cotton  shall  be, 
when  delivered,  as  of  the  grade  and  length  of  staple  designated  in  the  contract 

Now,  I  would  like  to  ask  you,  first,  referring  solely  to  the  purely 
speculative  feature  of  the  cotton  exchange  future  dealings,  is  there 
any  future  market  for  long  staple?  I  mean  by  that,  purely  specu- 
lative. 

Mr.  Hayne.  None  whatsoever,  and  I  do  not  see  how  there  could 
very  well  be. 

Mr.  Humphreys  of  Mississippi.  For  long  staple  ? 

Mr.  Hayne.  No,  sir. 
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Mr.  HuMPHBEYS  of  Mississippi.  Assume,  then,  that  there  is  a  con- 
tract made  by  the  planter  who  produces  long  staple  cotton  with  a 
buyer  who  wants  to  buy  long  staple  cotton  for  consumption  in  his 
mill,  do  you  think  that  any  planter  could,  one  month  or  two  months — 
or  two  weeks,  as  far  as  that  is  concerned — ahead  of  his  grinning,  de- 
termine absolutely  the  length  of  his  staple  that  he  was  going  to  have 
and  the  exact  grade  that  he  was  going  to  have  ? 

Mr.  Haynb.  No  ;  I  do  not 

Mr.  Humphreys  of  Mississippi.  As  a  matter  of  practical  fact, 
that  would  be  utterly  impossible,  would  it  not? 

Mr.  Haynb.  Yes;  it  would  be  impracticable. 

Mr.  HuMPHBEYS  of  Mississippi.  Now,  one  other  question.  This 
Smith  bill  contemplates  not  only  the  New  York  and  New  Orleans 
Cotton  Exchanges,  but  it  contemplates  and  is  broad  enough  in  its 
terms  to  include  the  innumerable  so-called  cotton  exchanges  in  small 
places  like  Greenville,  Greenwood,  Vicksburg,  Clarksburg,  Natchez, 
and  so  on  ? 

Mr.  Haynb.  Yes. 

Mr.  Humphreys  of  Mississippi.  They  have  what  they  call  cotton 
exchanges.  They  are  associations  formed  by  the  local  cotton  buyers 
under  such  rules  as  they  may  prescribe.  If  a  cotton  planter  sells  to  a 
cotton  .buyer  his  crop,  and  there  is  some  disagreement  between  the 
cotton  buyer  and  the  planter  as  to  the  cotton,  whether  or  not  it  com- 
plies with  the  contract,  under  the  rules  of  the  local  exchanges,  almost 
universally,  I  believe,  that  matter  must  be  settled  by  tibe  exchange, 
and  the  cotton  buyer  has  to  abide  by  that,  and  that  adjustment  by  this 
local  exchange — ^the  machinery  for  the  ad]ustmeni>--can  be  put  in 
motion  by  the  cotton  planter,  although  he  himself  may  not  be  a 
member  of  the  exchange. 

Mr.  Haynb.  I  think  that  is  true.  I  think  those  disputes  are  usually 
settled  in  that  way. 

Mr.  Humphreys  of  Mississippi.  Well,  can  you  suggest  any  reason 
why  a  cotton  planter  who  is  reasonably  sure  that  he  will  make  500 
bales  of  cotton  should  not  be  permitted  to  contract  with  a  cotton 
buyer  to  sell  him  his  crop^  or  sell  him  500  bales  of  long-staple  cotton 
at  a  fixed  price,  and  then  if  it  happens  to  be  some  of  three-sixteenths 
and  some  of  it  one-fourth,  and  maybe  some  of  five-sixteenths — 
that  the  grade  itself  should  be  a  little  different  from  the  one  stipu- 
lated— can  you  see  any  reason  why  that  contract  should  be  outlawed  f 

Mr.  Haynb.  It  is  not  outlawed. 

Mr.  Humphreys  of  Mississippi.  It  is  outlawed  imder  the  Smith 
bill. 

Mr.  Haynb.  It  could  not  come  in  the  contract  of  the  New  Orleans 
•r  the  New  York  Cotton  Exchanges. 

Mr.  Humphreys  of  Mississippi.  No;  but  what  I  am  talking 
about 

Mr.  Hayne  (interposing).  But  it  is  not  outlawed,  because  that 
contract  is  one  that  has  to  oe  made  between  the  buyer  of  the  staple 
cotton  and  the  planter. 

Mr.  Humphreys  of  Mississippi.  Yes. 

Mr.  Haynb.  I  do  not  see  how  the  exchange — I  do  not  see  how  it 
could  be  brought  in 
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Mr.  HuMPHKBTS  of  Mississippi  (interposing).  Now,  that  is  just 

the  point,  if  there  is  any  question  of  legal  construction 

Mr.  Haynb.  But  would  it  help  the  planter  of  long  staple  in  any 
way?  I  do  not  see  how  it  would  help  him  at  all.  I  do  not  see  how 
he  would  be  benefited. 

Mr.  Humphreys  of  Mississippi.  I  think  it  would  help  him  if  you 
would  eliminate  that  section  from  the  Smith  bill. 

Mr.  Hayne.  I  think  so  myself.    I  can  not  see  any  reason  for  it. 

Mr.  HuMPHBEYS  of  Mississippi.  It  would  help  him  for  this  rea- 
son: This  contract  that  this  planter  makes  with  a  buyer  to  deliver 
him  500  bales  of  cotton,  we  will  say,  in  order  to  come  within  the 
condemnation  of  this  bill,  must  be  made  in  or  through  an  exchange, 
or  one  of  these  little  local  societies  or  associations. 

Mr.  Hayne.  Yes. 

Mr.  Humphreys  of  Mississippi.  But  when  the  contract  is  abso- 
lutely subject,  if  there  is  any  controversy,  to  the  rules  of  this  ex- 
change, and  must  be  determined  by  the  machinery  put  in  operation 
by  this  local  exchange  or  local  association,  it  is  my  opinion  that  the 
courts  are  certainly  going  to  hold  that  that  is  a  contract  made  either 
in  or  through  the  eixcnange ;  and  if  so,  this  perfectly  legitimate  trans- 
action that  nobody  can  complain  of  comes  within  the  condemnation  of 
the  law. 

Mr.  Hayne.  Well,  I  noticed  that  clause  in  the  bill,  and  I  really 
can  not  see  any  reason  for  its  being  there.  Long-staple  cotton  is 
simply  a  specialty.  Compared  to  a  crop  of  15,000,000  bales  of  ordi- 
nary cotton,  there  are  a  few  hundred  tnousand  bales  of  long-staple 
cotton,  and  there  are  very  few  mills  that  use  it,  and  very  few  buyers 
that  handle  it. 

Mr.  Humphreys  of  Mississippi.  It  is  not  quoted  on  any  exchange. 

Mr.  Hayne.  No  ;  it  can  not  oe  quoted. 

Mr.  Humphreys  of  Mississippi.  And  the  price  of  long-staple  cot- 
ton varies  very  radically. 

Mr.  Hayne.  Very  radically. 

Mr.  Humphreys  of  Mississippi.  Much  more  radically  than  the 
price  of  the  other  cotton? 

Mr.  Hayne.  Absolutely.  The  other  cotton  can  go  down  in  price 
while  long  staple  is  going  up  in  price,  and  vice  versa. 

Mr:  Mabsh.  May  I  ask  you,  Mr.  Hayne,  if  you  have  not  forgotten 
that  in  Liverpool  long-staple  cotton  is  deliverable  on  contracts  ? 

Mr.  Hayne.  I  know  that,  and  I  think  it  is  an  objection  to  the 
Liverpool  contracts.  I  think  that  the  rule  which  allows  a  long 
staple  of  cotton  to  be  delivered,  but  not  a  premium  of  more  than  a 
quarter  of  a  cent  allowed,  is  wrong.  One  of  the  chief  objections  to 
tne  Liverpool  contract,  and  the  way  that  the  market  is  manipulated 
badly  there  at  times,  is  the  fact  that  they  allow  long-staple  cotton 
to  be  tenderable.  I  will  say  that  nine-tenths,  but  nine  hundred 
and  ninety-nine  out  of  one  thousand  buyers  of  ordinary  cotton  do 
not  know  any  more  about  staple  cotton  than  they  know  about  corn 
or  wheat-  They  do  not  know  anything  about  linters.  A  man  may 
be  in  the  cotton  business  and  not  know  anything  about  that.  I  have 
been  in  the  cotton  business  41  years  myself,  but  I  do  not  know  any- 
thing about  linters.  I  do  know  about  long-staple  cotton,  because 
I  handle  it,  as  Mr.  Humphreys  knows.    But  I  do  not  think  that  a 
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specialty  like  long-staple  cotton  should  be  tenderable,  and  I  think 
that  it  ought  not  to  be  allowed  to  be  tendered  in  Liverpool ;  but  it  is, 
as  you  say. 

Mr.  Marsh.  I  agree  entirely  with  you  on  the  proposition  that 
great  disturbances  arise  in  Liverpool,  owing  to  the  fact  that  long 
staple  is  deliverable  on  contracts ;  but  it  seemed  to  me  that  the  record 
contained  the  statement  by  you  that  there  is  no  exchange  on  which 
long  staple  is  deliverable,  and  I  thought  that  as  we  were  trying  to 
bring  the  facts  out  that  statement  should  be  corrected. 

Mr.  Hayne.  Yes;  you  are  correct  about  that,  but  I  was  referring 
only  to  exchanges  in  this  country. 

The  Chairman.  Representative  Bartlett,  of  Georgia,  desires  to 
ask  you  a  question,  Mr.  Hayne. 

Mr.  Bartlett  of  Georgia.  Can  you  tell  us  what  portion  of  the 
cotton-exchange  contract,  in  what  you  would  call  the  interstate  busi- 
ness, is  done  by  telegrapn  ? 

Mr.  Hayne.  Practically  all  of  it,  I  should  say. 

Mr.  Bartljett.  To  what  extent  would  the  contract  of  sale  for  fu- 
ture delivery  upon  the  New  York  Cotton  Exchange  be  affected  if 
the  use  of  the  mail  were  denied  those  engaged  in  making  those 
contracts,  and  how  would  that  affect  them  ? 

Mr.  Hayne.  It  would  absolutely  stop  them.  If  you  gentlemen 
wanted  to  make  either  the  New  York  or  New  Orleans  exchange  go 
out  of  busine^ — ^if  they  had  to  do  the  business  in  a  manner  which 
would  be  considered  contrary  to  the  laws  of  the  country,  they  would 
quit  it. 

Mr.  Bartlett.  What  I  wanted  to  know  was,  if  you  went  no  fur- 
ther in  your  bill  than  to  deny  the  use  of  the  mail,  which  is  an  un- 
2uestionable  right  of  Congress  to  do  by  legislation — ^I  say,  suppose 
Jongress  should  pass  a  law  which  would  declare  that  contracts  for 
future  delivery  of  cotton  would  not  be  admitted  to  the  mails  but 
left  open  for  such  contracts,  the  use  of  the  telegraph  or  other  agencies 
of  transmitting  information  interstate,  like  the  express  companies, 
how  would  that  affect  the  business  oi  makine  future  contracts  in 
New  York  by  people  who  resided  in  New  Ifork  and  would  have 
to  use  the  mail  for  that  purpose? 

Mr.  Hayne.  If  they  had  the  use  of  the  telegraph  and  not  the 
mails  ? 

Mr.  Bartlett.  If  they  had  the  use  of  the  telegraph  and  the  mail : 
that  is  the  point. 

Mr.  Hayne.  Well,  I  do  not  think  the  exchanges  would  do  the 
business  if  they  thought  it  was  a  business  that  could  be  looked  upon 
as  an  outlawed  business;  they  would  quit  it. 

The  Chairman.  Assuming,  however,  that  the  exchanges  did  not 
take  that  attitude,  hoAV  would  it  affect  the  situation?  How  many 
of  these  contracts  are  transmitted  through  the  mails,  as  a  matter  of 
f actj  and  how  mairv  are  transmitted  over  the  telegraph  ? 

Mr.  Bartlett.  Yes;  that  is  what  I  meant. 

Mr.  Hayne.  Nearly  all  are  transmitted  over  the  telegraph  lines. 

The  Chairman.  Or  course. 

Mr.  Hayne.  But  practically  all  of  them  have  to  be  confirmed  by 
the  mail. 

Mr.  Bartlett.  If  an  act  should  be  passed  providing  that  no  paper 
containing  the  prices  or  quotations  of  cotton  should  be  published  or 
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carried  throuffh  the  mail  if  the  prices  of  quotations  were  of  contracts 
made  on  exchanges  that  did  not  comply  with  certain  regulations, 
how  would  that  affect  the  situation? 

Mr.  Hayne.  I  do  not  think  such  exchanges  would  exist  under  it. 

Mr.  Bartlett.  So  that  you  think  that  if  we  simply  denied  the 
use  of  the  mails  and  left  the  telegraph  lines  open  to  be  used  in 
making  the  contract  it  would  not  seriously  affect  the  business,  and 
it  could  be  carried  on. 

Mr.  Hayne.  No.  I  think  that,  although  the  business  is  nearly  all 
carried  on  by  telegraph,  if  the  exchanges  were  forbidden  the  use  of 
the  mails  to  confirm  tnat  contract,  it  is  not  likely  that  the  exchanges 
"would  continue  to  exist. 

Mr.  Humphreys  of  Mississippi.  Suppose  the  law  should  provide 
that  no  member  of  any  exchange  that  refuses  to  conform  to  the  re- 
quirement of  this  bill  should  use  the  mails ;  that  would  put  him  out  of 
business,  would  it  not? 

Mr.  Hayne.  Surely. 

Mr.  SiOAN.  But  Congress  would  not  have  any  right  to  do  that. 

Mr.  Humphreys  of  Mississippi.  I  do  not  see  why. 

Mr.  Hayne.  If  that  clause  should  be  put  in  the  bill,  that  the  ex- 
changes which  adopt  the  contract  approved  by  Congress  can  use  the 
telegraph  and  the  mails 

Mr.  Humphreys  of  Mississippi  (interposing).  No;  say  just  the 
mails 

Mr.  Haynb  (continuing).  Well,  use  the  mails,  and  those  who  used 
any  other  contracts  could  not  do  so,  I  think  you  will  find  that  only  the 
contract  approved  by  Congress  would  be  used. 

The  Chairman.  Does  that  complete  your  statement,  Mr.  Hayne? 

Mr.  Hayne.  Yes. 

The  Chairman.  The  committee  is  very  much  obliged  to  you. 

Mr.  Hawlby.  Before  adjournment,  Mr.  Chairman,  I  would  like  to 
ask  Mr.  Callaway  a  question. 

The  Chairman.  You  may  proceed. 

Mr.  Hawley.  Mr.  Callaway,  you  told  us  yesterday  about  a  sleuth 
who  found  a  cow  ? 

Mr.  Callaway.  A  what? 

Mr.  Hawley.  A  sleuth  who  found  a  cow.  I  want  to  know  if  that 
same  sleuth  has  made  any  inquiry  as  to  who  filed  the  information 
with  the  Government  upon  that  delivery  of  cotton  which  was  the 
subject  of  the  Government  prosecution  ? 

Mr.  Callaway.  Why,  it  was  rumored — ^you  know  about  the  three 
tailors  of  Tooley  Street  who  started  the  rumor — it  was  rumored  that 
a  lot  of  New  York  shorts  who  had  sold  something  that  they  did 
not  have  welched  and  tried  to  get  the  Government  to  stop  them  from 
having  to  deliver  what  they  had  sold  and  did  not  have. 

Mr.  HAWI.EY.  Have  you  any  evidence  of  that? 

Mr.  Callaway.  It  is  just  a  rumor.    I  can  not  tell  you  who  did  it. 

Mr.  Marsh.  I  can  give  you  some  information  on  that  point.  At 
the  time  this  litigation  was  started,  I  was  vice  president  of  the  New 
York  Cotton  Exchange,  and  I  was  president  of  the  exchange  before 
the  matter  was  ended. 

C^cials  of  the  Department  of  Justice  came  to  me  on  two  or  three 
occasions  to  ask  my  opinion  about  the  effect  of  certain  measures  which 
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they  had  in  mind,  as,  for  example,  the  confiscation  of  the  cotton  held 
by  the  persons  engaged  in  this  operation. 

At  that  time  I  was  assured  that  no  member  of  the  New  York  Cotton 
Exchange  had  approached  the  Department  of  Justice ;  that  the  origin 
of  the  suit  had  nothing  to  do  with  the  New  York  Cotton  Exchange  or 
any  of  its  members,  but  that  the  source  of  the  complaint  could  not 
be  divulged  to  me  or  to  anybody  else. 

Now,  that  is  the  information  that  was  given  to  me.  Whether  it 
is  true  or  not  is  open  to  anybody  to  form  his  own  opinion  about.  Per- 
sonally, it  was  given  to  me  with  the  conviction  which  made  me  be- 
lieve it  to  be  true. 

Mr.  Callaway.  I  would  like,  Mr.  Chairman,  to  make  a  statement 
as  to  that  transaction  which  lead  to  the  Government  suit.  There  was 
a  little  spinner  at  Montgomery,  Ala.,  named  Tanner  that  I  will  tell 

^ou  about.  I  am  the  one  who  got  up  the  cotton  that  was  gotten  up 
y  the  southern  millers  in  that  operation'.  In  fact,  I  originated  and 
started  the  taking  up  of  that  cotton,  and  I  did  it  on  account  of  that 
telegram  which  I  read  to  the  committee  yesterday,  where  I  had  to 
buy  the  spot  at  3  cents  above  the  futures. 

And  three  weeks  afterwards  I  asked  Mr.  Brown,  "  How  can  we 
hedge  this  ? "  And  he  said,  "  You  can  not  do  it,  unless  you  buy  some 
more  cotton,  and  that  will  bring  cotton  back  to  a  good  basis  " ;  and 
after  further  discussion  he  said,  "  If  some  spinners  who  are  friends  of 
vours  will  take  up  some,  some  friends  of  mine  will  take  up  the 
balance." 

And  I  went  south  and  consulted  King  &  Hulz,  my  lawyers,  as  to 
the  legality  of  the  plan,  and  talked  to  various  cotton  merchants  and 
manuiacturers,  including  Hugh  Miller,  who  is  the  smartest  man  in 
Georgia,  and  who  is  called  a  trust  company  by  himself.  He  said, 
**  This  is  a  good  plan."  He  controlled  the  Exposition  Mill,  and  after 
talking  to  me  four  hours,  he  said,  "  I  will  take  1,000  bales,"  and  the 
next  day  he  said,  "  I  will  take  2,000  bales."  Then  a  partner  of  mine 
went  to  New  Orleans  and  met  a  spinner  who  is  a  friend  of  ours  and 
asked  him  why  he  did  not  push  this  thing  along,  and  we  went  down 
there  and  talked  to  them.  Then  we  went  to  Greenville,  Miss.,  and  to 
various  other  cities.  I  sent  my  attorney  to  Alabama,  and  Gov.  Comer 
approved  of  the  plan,  and  we  left  a  list  of  the  spinners  who  had 
agreed  to  take  up  cotton  with  Gt)v.  Comer,  and  he  got  a  little  spinner 
named  Tanner  to  agree  to  take  up  200  bales  of  cotton.  Tanner  got 
a  copv  of  this  contract,  which  has  been  drawn  up  by  which  we  agreed 
to  take  up  so  much  cotton.  He  sent  it  to  a  New  York  brokerage 
house.  Perhaps  Tanner  wanted  to  speculate  a  little  on  the  side ;  per- 
hape  he  wanted  to  find  out  whether  if  he  deserted  he  could  make 
some  money  on  the  other  side,  and  he  sent  that  contract  to  a  broker- 
age firm  up  there  to  New  York,  and  the  brokerage  house  telegraphed 
him  to  come  to  New  York.  They  got  him  up  tnere  and  got  him  in 
a  room  with  their  lawyer,  and  they  told  him  that  they  would  indict 
him  and  put  him  in  jail  if  he  did  not  turn  United  States  evidence. 
My  recollection  is  that  the  firm  was  Craig  &  Jenks. 

Mr.  Hayne.  I  have  the  affidavit  telling  about  that. 

Mr.  Cali^way.  Mr.  Hayne  has  an  aflBdavit  giving  the  names  of 
the  cotton  brokers  who  were  parties  to  that  transaction,  and  he  can 
furnish  it  to  the  committee  if  desired.    It  will  involve  some  other 
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firms  besides  that  firm.    Mr.  Hayne,  was  that  firm  named  in  the 
affidavit) 

Mr.  Haynb.  What  firm  do  you  mean? 

Mr.  Caujiway.  Craig  &  Jenks. 

Mr.  Haynb.  Yes. 

The  Chairman.  Yes;  I  saw  the  affidavit 

Mr.  Caixaway.  Now,  after  they  got  Tanner  up  there  and  tried 
to  bluff  him  and  told  him  that  they  could  have  him  put  in  jail,  and 
80  on,  he  let  them  bluff  him;  but  afterwards  he  came  down  to  us 
and  said,  '^  Gentlemen,  I  will  fight  to  the  last  ditch,*  and  I  am  going 
to  fiind  Frank  Hayne  and  tell  him  I  have  done  wrong;  you  can  do 
what  you  please  with  me;  but  I  am  not  going  to  keep  on  doing 
wrong.  I  am  through  with  those  people."  iXe  man  nad  "  come 
back."  And  Mr.  Tanner  made  that  affidavit  in  the  presence  of  Mr. 
Hayne  and  Mr.  Parker  and  myself. 

Mr.  Hayne.  That  is  right. 

Mr.  Callaway.  He  made  that  affidavit  and  named  everybody, 
and  it  is  sworn  and  subscribed  to,  and  Mr.  Hayne  has  the  original. 

Mr.  Hayne.  Yes;  I  have  the  original,  and  am  very  willing  to  fur- 
nish a  copy  of  it  to  the  committee  or  anybody. 

Mr.  Harrison.  Does  that  furnish  the  names  of  any  of  the  mem- 
bers of  the  New  York  Cotton  Exchange  ? 

Mr.  Callaway.  I  think  there  are  two  firms  named. 

Mr.  Harrison.  Well,  were  they  at  the  time  members  of  the  ex- 
change? 

Mr.  Callaway.  Yes ;  they  were  at  the  time. 

Mr.  Taylor.  Why  should  it  be  an  offense,  either  in  morals,  eco- 
nomics, or  law,  for  a  man  to  take  the  goods  he  contracts  to  buy,  and 
work  tnose  up  into  the  useful  commodities? 

Mr.  Callaway.  I  do  not  think  so;  I  do  not  think  he  commits  a 
crime.  I  think  he  is  taking  a  contract  where  the  goods  were  held 
in  a  warehouse  in  a  combination  in  restraint  of  trade  and  using  those 
goods  up.  It  is  just  the  reverse ;  it  is  releasing  the  goods  for  the  use 
of  the  world. 

Mr.  Harrison.  Mr.  Chairman,  I  understood  you  to.  say  that  to-day 
would  be  given  over  to  the  proponents  of  this  legislation  ? 

The  Chairman.  Yes. 

Mr.  Harrison.  What  time  will  be  given  over  to  those  who  oppose 
this  legislation? 

The  Chairman.  Dividing  the  time  between  the  two  sides,  I  as- 
sume that  the  proponents  of  the  bill,  having  taken  yesterday,  and 
taking  up  the  balance  of  to-day,  the  other  side,  representing  the  New 
York  Cotton  Exchange,  would  desire  two  days  to  reply  and  to  make 
their  statements. 

Mr.  Harrison.  The  reason  I  asked  this  question  is  that  I  am  heart- 
ily in  favor  of  legislation  of  this  kind,  but  I  do  not  take  the  views 
that  the  chairman  of  the  committee  and  some  other  members  of  the 
committee  take,  or  that  the  si)inners  take,  or  those  who  have  spoken 
as  the  proponents  of  this  legislation.  I  think  the  exchanges  ought 
to  be  legislated  out  of  existence;  and  I  think  those  of  us  who  take 
that  view  ought  to  be  heard  before  the  committee,  for  the  good  rea- 
son that  if  this  legislation  is  reported  to  the  House,  we,  as  Democrats, 
do  not  desire  to  oppose  the  committee  but  want  to  stand  by  the  com- 
mittee if  we  can ;  but  we  at  least  want  to  be  heard ;  and  surely  those 
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who  oppose  the  legislation  would  not  like  us  to  monopolize  or  take 
up  their  time.  So  I  just  make  that  observation  at  this  time  because 
I  have  a  bill  before  the  committee  that  I  desire  to  speak  about,  not 
to  argue  as  to  the  merits  of  the  proposition,  but  the  legal  phase  of 
the  proposition — a  measure  that  I  thmk  will  wipe  them  out  of  exist- 
ence— and  I  would  like  a  little  time  on  that  before  the  hearings  close. 

Mr.  Marsh.  Mr.  Chairman,  I  simply  want  to  say  that  neither  Mr. 
Cone  nor  I  appear  here  as  opponents  of  this  legislation.  My  under- 
standing of  these  hearings  has  been  that  the  purpose  of  them  was  to 
bring  out  the  facts  as  fully  as  possible,  and  we  have  come  here  in 
that  spirit  and  not  in  the  spirit  of  opponents  of  the  legislation. 

The  Chairman.  I  am  very  glad  to  hear  that ;  and,  that  being  the 
case,  there  will  be  no  equal  division  of  time,  and  we  will  call  on  you 
gentlemen  in  the  order  in  which  we  can  reach  you.  And,  that  being 
the  case,  Mr.  Harrison 

Mr.  Haugen  (interposing).  Are  we  to  understand,  Mr.  Marsh, 
that  you  are  in  favor  of  the  bill  ? 

Mr.  Marsh.  I  do  not  appear  here  as  opposing  it.  I  think  the  bill 
has  matters  in  it  which  might  do  harm,  and  I  propose  to  bring  out 
that  phase  of  it.  But  when  one  says  opponents  of  bill,  one  rather 
gathers  the  sense  of  their  being  in  principle  opposed  to  the  bill,  and  I 
can  not  say  that  in  principle  we  are  opposed  to  the  bill.  There  are 
questions  of  detail,  questions  of  practical  adjustment,  which  we  desire 
to  present,  but  we  do  not  appear  in  opposition  to  the  principle  of  the 
legislation. 

The  Chairman.  Do  you  wish  to  make  some  suggestion  in  the  way 
of  amendment,  as  these  other  gentlemen  have  donef 

Mr.  Marsh.  Exactly  in  the  same  way  in  which  the  other  gentle- 
men have  spoken. 

Mr.  Haugen.  Well,  I  take  it  that,  on  principle,  one  is  either  for  or 
against  a  thing,  and  we  would  like  to  know  whether  this  meets  the 
approval  of  the  exchanges.    We  are  trying  to  get  the  facts. 

(Thereupon,  at  12.30  p.  m.,  the  committee  took  a  recess  until  2 
o'clock  p.  m.) 

AFTER  RECESS. 

The  committee  reassembled  pursuant  to  the  taking  of  rec>ess. 
The  Chairman.  Col.  Thompson  is  present  with  us  this  afternoon, 
and  he  desires  to  be  heard,  as  he  expresses  it,  very  briefly. 

STATEMENT  OP  MB.  SOBEBT  M.  THOMPSON,  OP  WASHINGTON,  D.  C. 

The  Chairman.  Colonel,  will  you  give  your  name  to  the  stenogra- 
pher? 

Mr.  Thompson.  Bobert  M.  Thompson. 

The  Chairman.  Col.  Thompson,  proceed  in  your  own  way  now  to 
presentyour  views  to  the  committee. 

Mr.  Thompson.  I  want  to  answer  one  or  two  questions  that  were 
asked  by  members  of  the  committee  and  which  I  do  not  think  were 
fully  answered  before.  One  is  in  regard  to  the  number  of  transac- 
tions that  took  place  upon  the  exchange  which  are  purely  speculative, 
having  no  connection  whatever  with  business.  In  my  judgment, 
these  transactions  do  not  amount  to  more  than  10  or  15  per  cent  of 
the  total  transactions. 
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Mr.  Hawi^ey.  On  which  exchange? 

Mr.  Thompson.  The  New  York  exchange.  I  think  the  same  is 
true  of  all  of  the  exchanges. 

What  actually  takes  place  on  the  exchange  is  this:  At  the  begin- 
ning of  every  cotton  year,  as  all  of  you  gentlemen  well  know,  a  very 
large  proportion  of  the  crop  is  hedged,  as  the  expression  is,  by  future 
sales.  From  time  to  time  the  parties  to  those  contracts  change  by 
what  is  in  effect  an  assignment,  though  sometimes  it  is  done  in  the 
form  of  a  sale;  but  it  is  practically  an  assignment  from  one  hand 
to  another.  The  original  contract  remains  alive  until  it  is  finally 
canceled,  when  the  business  transaction  on  which  it  is  based  is  can- 
celed. 

Mr.  RuBEY.  Every  time  one  of  these  changes  hands  is  there  a 
money  consideration  in  that  transaction?  Is  there  a  payment  from 
one  to  the  other  every  time  a  transfer  is  made? 

Mr.  Thompson.  Generally  there  is  a  difference  that  is  paid.  That 
is  to  say,  a  gentleman  over  here  expressed  very  clearly  what  the 
transaction  is.  It  is  a  contract  of  insurance.  A  man  who  sells  the 
hedge  is  selling  it  against  a  purchase  of  actual  cotton,  or,  on  the  other 
hand,  he  may  buy  cotton  on  contracts  against  a  sale  of  manufactured 
goods. 

Mr.  RuBEY.  The  whole  object  of  that  transfer  from  one  to  the 
other  is  to  make  money  ? 

Mr.  Thompson.  Yes;  it  is  to  make  money  for  one  man  in  it.  A 
man,  for  instance,  who  had  undertaken  to  insure,  finds  that  the  price 
has  advanced  to  a  point  where  he  is  satisfied  with  the  premium  that 
he  is  to  receive,  and  he  takes  his  premium  and  finds  somebody  else 
who  at  that  moment  is  in  the  mind  to  insure  it  a  higher  basis,  and 
that  man  steps  in. 

Mr.  RuBEY.  Right  along  that  line,  is  it  anything  like  this:  Sup- 
pose I  own  certain  shares  of  stock  in  a  mine  and  it  is  going  up  and  up 
and  up,  and  finally  I  think  it  has  gone  as  far  as  it  is  going  and  I 
sell  it  to  some  other  fellow  who  expects  it  to  go  still  higher? 

Mr.  Thompson.  Yes. 

Mr.  RuBEY.  Now,  is  that  the  same  transaction  in  connection  with 
the  cotton  in  dealing  in  these  futures  ? 

Mr.  Thompson.  It  is  not  quite  the  same. 

Mr.  RuBEY.  Is  it  along  that  same  line? 

Mr.  Thompson.  It  is  along  the  same  line,  but  it  is  like  this :  Sup- 

Eose  there  is  in  a  town  one  old  mule  and  a  man  buys  it,  and  after 
uying  it  and  having  it  for  a  short  time  does  not  want  it  any  longer, 
he  selk  it  to  another  man.  And  that  man  sells  it  to  another  man. 
In  the  course  of  a  year  there  might  be  12  mules  sold,  but  all  the  time 
it  is  the  same  old  mule.  That  is  exactly  the  way  that  cotton  contract 
is  turned  over  a  dozen  times  in  the  course  of  the  year — the  same  con- 
tract. 

Mr.  RuBEY.  Except  this,  in  the  first  case  the  mule  actually  changes 
bands  every  time.    The  man  takes  it  home  and  keeps  it,  and  he  then 
takes  it  to  somebody  else  and  he  keeps  it  a  while  and  sells  it  to  some- 
body else.     In  the  cotton  transaction  nobody  ever  sees  a  bale  of  cot- 
ton ;  the  cotton  is  not  transferred  from  one  to  the  other. 

3fr.  Thompson.  But  the  contract  is,  and  the  contract  is  a  contract 
of  insurance.    It  is  exactly  like  a  contract  of  insurance  on  your 
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house.  You  sell  your  house  and  the  contract  of  insurance  passes  to 
the  new  owner. 

Mr.  Maguire.  Except  that  you  could  not  deliver  it. 

Mr.  Thompson.  Could  not  deliver  what? 

Mr.  Maguire.  You  could  hot  deliver  the  physical  property. 

Mr.  Thompson.  The  intent  is  not  to  deliver  the  physical  property 
unless  under  certain  conditions  which  may  arise,  and  that  is  what  we 
who  favor  the  present  legislation — and  I  do  favor  it,  and  why  I  favor 
it  is  that  I  want  that  market  held  in  contact  with  the  actual  com- 
mercial business  of  the  world.  As  soon  as  you  allow  it  to  do  as  has 
been  done  so  much  of  late,  to  have  the  actual  contract  entirely 
broken  away  from  the  commercial  conditions  of  the  world,  then  it 
ceases  to  be  valuable. 

Mr.  Hawi^t.  Does  the  contract  hold  any  such  relation  as  this:  I 
have  a  thousand  sacks  of  wool  in  a  warehouse.  I  get  a  warehouse 
receipt.  I  transfer  that  receipt  for  wool  to  another  man.  He  then 
becomes  the  owner  of  the  wool.  He  transfers  it,  and  that  may  be 
passed  through  10  or  12  hands  before  some  man  takes  out  the  wool 
and  manufactures  it.    Is  that  the  theory  of  your  exchange? 

Mr.  Thompson.  That  is  exactly  what  happens. 

Mr.  HAWI4ET.  And  your  contract  is  simply  in  the  nature  of  a 
warehouse  receipt? 

Mr.  Thompson.  In  a  sense ;  yes.  It  is  more  truly  in  the  nature  of 
an  insurance  policy.  An  insurance  policy  once  taken  out  is  trans- 
ferred a  dozen  times,  perhap& 

Mr.  Heflin.  In  one  case  the  wool  is  actually  placed  in  the  ware- 
house and  the  receipt  is  given  for  it.  He  sells  the  receipt,  which  car- 
ries the  title  to  the  wool.  Now,  in  the  cotton  transactions  carried  on 
on  the  New  York  Exchange,  as  I  understand  it,  no  actual  cotton  is 
the  basis  of  that.  It  is  a  contract  between  two  men,  and  neither  one 
may  have  any  cotton. 

Mr.  Thompson.  That  would  follow  in  what  I  say  represents,  per- 
haps, 10  or  15  per  cent  of  the  actual  transactions,  but  in  85  or  90 
per  cent  the  actual  cotton  is  in  existence,  and  is  held  bj  a  man, 

ferhaps  by  several  men  in  succession,  each  man  wanting  msuranoe. 
f  you  were  to  do  away  with  the  cotton  exchange,  the  people  who 
would  be  affected  are  not  the  big  traders.  The  large  traders  on  the 
cotton  exchange  to-day,  gentlemen,  would  be  very  much  obliged  to 
you  if  you  would  put  an  end  to  the  cotton  exchanges,  because  they 
do  not  seek  credit.  Their  credit  is  broader  and  on  a  diflferent  foun- 
dation, and  they  will  get  what  money  they  want  for  their  business  in 
a  different  way,  but  ail  the  small  men  spread  a.11  over  the  country, 
who  are  doing  a  perfectly  legitimate  small  business,  will  be  wiped 
out,  and  your  farmers  and  planters  will  be  obliged  to  deal  with  the 
big  men  alone,  who  can  make  their  own  prices.  Now.  we  have  the 
competition  of  a  very  great  number  of  small  men  who  have  some 
capital  and  some  credit  which  they  reenf orced  by  the  fact  that^  they 
hedge  themselves  against  loss  and  will  not  do  a  speculative  business. 
In  any  insurance  company  you  must  have  two  sides  of  the  insurance; 
the  man  who  wants  things  insured  and  the  man  who  is  willing  to 
take  the  risk  of  insuring  them.  If  you  were  to  do  a  business  to-day 
in  100,000  bales  of  cotton  and  went  and  bought  your  actual  cotton 
from  dealers,  you  are  at  the  risk  of  the  market,  and  if  you  are  a 
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small  man  and  the  market  goes  down  a  cent  a  pound  you  are  wiped 
out  before  it  gets  down  there,  but  if  you  have  sold  a  hedge  on  the 
cotton  exchange,  and  if  the  cotton  exchange  is  so  regulated  that  the 
prices  of  its  contracts  vary,  and  vary  truly  with  the  market  price, 
then  that  man  is  absolutely  safe. 

Mr.  Heflin.  What  would  you  think  about  the  proposition  of  con- 
fining this  dealing  in  cotton  on  the  exchange  to  the  hedging  opera- 
lionsl 

Mr.  Thompson.  The  difficulty  about  that  is  that  you  have  no 
practical  way  of  doing  it.    You  have  to  have  a  market  large  enough. 
Take,  for  instance,  the  two  months  in  which  the  great  hedging  is 
taking  place,   beginning   in   September   or   October   and   running 
through  November.    While  the  great  bulk  of  hedge  sales  are  being 
made  it  is  a  fact  that  there  is  a  big  open  market,  and  there  are  a 
number  of  people  who  think  they  are  merely  speculators,  'who  do  not 
really  themselves  recognize  what  their  economic  relation  to  the  trans- 
action is,  who  merely  think  there  is  a  chance  to  get  into  the  market 
and  take  what  we  call  a  turn  and  make  a  profit.    That  is  not  true. 
The  economic  nature  of  their  transaction  is  that  they  have  made  a 
great  big  open  market.    If  you  have  got  50,000  bales  of  cotton  that 
you  want  to  hedge  you  can  go  into  me  market  and  find  somebody 
who  will  want  to  hedge  vou.    If  you  limit  that  market  and  drive 
out  all  the  people  who  think  they  are  speculators  to-day,  you  can 
not  do  that.     When  the  time  comes  that  your  farmer  wants  to  sell, 
he  wants  to  sell  at  the  moment  when  nobody  wants  to  buy,  but 
any  one  of  the  dealers  to-day  knows  that  he  can  go  into  the  market 
and  buv  the  actual  cotton  and  instantly,  on  telegraphic  notice,  sell 
liis  hedge   and  make  a  small  legitimate  profit.    I  presume — and 
some  of  these  gentlemen  that  have  had  more  experience  than  I  can 
correct  me  if  I  go  wrong — one-half  or  more  of  the  cotton  the  spinners 
buy  to-day  they  buy  on  what  we  call  "call."    That  is,  a  man  sajrs, 
"I  know  that  I  am  going  to  want,  for  my  legitimate  business,  in 
February,  March,  April,  or  May^  so  mucn  cotton."    Thev  go  to 
dealers  with  whom  they  have  been  in  the  habit  of  dealing,  wno  Know 
(he  class  of  cotton  they  want,  and  say,  "  I  want  to  buy  such  and  such 
cotton,"  and  the  dealer,  who  does  not  want   to  lose  his  trade,  makes 
a  bargain  with  him.    He  is  going  to  deliver  that  cotton  in  the  month 
when  he  vi^ants  it,  and  the  spinner  is  going  to  pay  him  so  much 
margin  above  the  price  on  the  exchange. 

Mr.  Hjbflin.  You  mean  that  the  cotton  comes  back  through  the 
exchange  i 

Mr.  TsoMFSON.  No;  the  actual  cotton  will  not  come  through  the 
exchange  at  all,  but  the  price  of  it  is  based  upon  the  (quotations  of 
the  exchange.  As  an  illustration,  a  man  will  say  to  him,  ^^  I  want 
cotton  of  good  middling  grade."  They  agree  what  the  difference 
shall  be  between  the  New  York  Quotation,  for  instance,  and  the  good 
middling  when  it  is  delivered.  That  dinerence  is  calculated  upon  a 
basis  which  will  allow  the  merchant  to  buy  it  and  store  it  and  pay 
the  interest  that  he  would  have  to  pay,  and  the  expenses,  and  when 
he  finally  comes  to  deliver  it  there  is  a  profit  in  it  for  him.  If  he 
bought  it  on  the  market  price  to-day  and  agreed  to  sell  it  on  the 
market  price  a  long  distance  off  and  then  that  price  fluctuated 
against  him  he  womd  be  bankrupted,  but  by  going  on  to  the  ex- 
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change  he  divides  what  would  be  a  big  risk  for  him  among  a  thou- 
sand men.  They  are  taking  the  chance.  They  are,  if  you  please 
to  call  it  such,  gambling,  as  every  Lloyd  insurer  does  when  he  takes 
a  part  of  a  risk  on  a  shipload  or  goods.  But  they  take  that  chance 
with  their  eyes  open,  knowing  that  on  the  doctrine  of  chance  their 
premiums  in  the  long  run  will  compensate  them  for  their  risk,  and 
give  them  a  profit.  That  has  been  my  business  in  the  past.  I  have 
not  intended  to  be  and  have  not  been  a  large  actual  aistributor  of 
eotton,  although  in  the  long  run  I  have  distributed  a  good  deal  of 
eotton,  because  the  only  way  to  make  that  exchange  work  properly 
is  this:  If  you  have  bought  contracts,  you  know  that  every  once 
in  a  while  it  has  come  out  where  the  people  who  have  been  running 
the  exchange  have  attempted  to  manipulate  the  market  so  as  to 
welch  the  insurer  out  of  his  premium,  to  artificially  depress  the 
market  so  that  you  cannot  collect  the  premium  that  you  have 
•amed.  The  only  way  for  me  to  make  sure  that  that  can  not  be 
done  is  to  be  prepared  to  take  your  cotton.  I  have  bought  and  sold 
en  the  New  York  Cotton  Exchange  a  great  many  hundreds  of  thou- 
sands of  bales  of  cotton,  and  I  have  never  bought  a  bale  that  I  was 
not  prepared  to  take  up  if  I  had  to. 

If  the  contract  ran  its  course  and  served  its  purpose,  and  the 
time  came  that  the  person  who  sold  his  hedge  was  preparing  to 
deliver  his  actual  cotton  to  the  consumer  and  came  to  me  and  said, 
"  Now,  I  want  to  close  my  hedge,"  I  was  ready  at  any  time  to  close 
it,  provided  the  prices  on  the  exchange  were  fair  and  bore  a  true 
relation  to  the  markets  of  the  world.  I  took  my  chances  on  that- 
But  if  I  found,  as  I  frequently  do  find,  that  a  ring  was  engaged  in 
depressing  the  prices  so  that  if  I  was  forced  to  accept  the  prices 
then  prevailing  I  was  going  to  lose  the  premium  I  had  earnea,  and 
perhaps  more,  I  said,  "  No ;  give  me  my  cotton.  That  was  your  risk 
m  this  contract.  The  risk  I  took  was  that  I  might  find  prices  legiti- 
mately going  against  me.  The  risk  you  took  is  if  you  attempt  to 
put  the  prices  illegitimately  low  I  will  take  the  cotton." 

Mr.  Heflin.  Suppose  they  offer  you  the  cotton. 

Mr.  Thompson.  Then  I  took  it. 

Mr.  Heflin.  If  it  is  not  the  kind  of  cotton  you  want?  Suppose 
you  are  a  spinner? 

Mr.  Thompson.  I  am  talking  of  a  person  like  myself — ^neither  a 
spinner  nor  a  producer,  but  an  insurer.  All  I  want  is  cotton  that 
I  can  go  and  sell  to  a  spinner  at  some  time.  I  have  at  different  times 
owned  every  bale  of  cotton  in  the  warehouse  in  New  York.  When  it 
has  come  up  to  the  point  where  it  had  to  be  done  I  have  taken  it  up. 
I  have  found  the  cotton  in  New  York  in  such  condition  that  the 
cotton  in  New  York  bore  no  relation  whatever  to  the  actual  crop 
that  it  was  intended  to  represent  and  it  was  cotton  which  could  not 
be  sold  to  the  consumer  except  at  a  great  sacrifice. 

Mr.  Heflin.  How  long  had  that  cotton  been  kept  there? 

Mr.  Thompson.  I  do  not  know,  but  it  was  kept  there  until  it  was 
absolutely  worthless  except  for  stuffing  for  horse  collars  or  mat- 
tresses. 

Mr.  Heflin.  It  had  been  kept  there  for  years? 

Mr.  Thompson.  It  was  kept  for  two  or  three  years,  I  suppose.  I 
know  that  I  have  taken  cotton  up  and  forced  it  out  on  the  market. 
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and  I  do  not  think  that  there  was  a  single  bale  of  that  cotton  I  put 
out  that  did  not  represent  a  loss  of  at  least  $5  a  bale  below  what  I 
could  have  gotten  for  it  by  going  and  selling  it  on  the  exchange,  pro- 
vided my  resale  did  not  break  the  market.  1  could  have  gotten  on  the 
exchange  $5  a  bale  more  than  I  could  get  for  it  by  selling  it  to  the  con- 
sumer, and  the  loss  upon  it  ran  up  into  hundreds  of  thousands  of  dol- 
lars. Being  a  merchant  and  recognizing  how  these  things  went,  I 
took  the  precaution  to  so  arrange  that  I  had  divided  that  loss  among 
my  fellow  members  of  the  New  York  Cotton  Exchange.  I  was  try- 
ing to  do  a  public  service,  but  I  did  not  bear  the  entire  loss. 

The  Chairman.  You  are  a  member  of  the  New  York  Cotton  Ex- 
change ? 

Mr.  Thompson.  I  am  not  a  member  of  the  New  York  Cotton  Ex- 
change, but  the  firm  through  which  I  deal,  of  course,  is. 

Mr.  Young.  Here  is  a  practical  operation  of  the  present  system 
on  the  farmer  in  my  country,  and  this  same  thing  happens  over  and 
over  again.  A  farmer  10  miles  from  town  has  10  bales  of  cotton 
that  will  be  gathered  and  ginned  in  his  back  yard.  Of  course,  he 
goes  ahead  gathering  his  crop.  He  telephones  into  town  to  his  mer- 
chant who  usually  buys  his  cotton,  say,  at  10  o'clock  in  the  morning 
and  gets  the  Quotation  on  middling  cotton  at  12  cents  and  he  is 
satisfied  to  make  a  sale  at  that  price.  He  hitches  his  team  to  the 
wagon  and  takes  his  10  bales  of  cotton  to  town.  It  has  frequently 
happened  that  that  farmer  in  that  two-hours'  drive,  instead  of  get- 
ting 12  cents  a  pound  for  his  cotton,  cQtton  has  depreciated  to  $46  a  bale 
by  the  operations  of  the  brokers  on  the  market  at  the  exchange.  That 
condition  makes  the  farmer  a  very  much  dissatisfied  man,  and  it  is 
that  condition  we  want  to  reach  by  this  legislation.  That  cotton  was 
just  as  valuable  when  it  got  to  town  as  it  was  when  the  quotation 
was  phoned  out  to  him. 

Mr.  Thompson.  The  difficulty  with  the  farmer  generally  is  that 
his  operations  are  small.  He  has  not  the  time  or  perhaps  the  ability 
to  study  the  scientific  workings  of  these  transactions.  I  am  using 
the  personal  pronoun  in  some  of  these  transactions  in  order  to  illus- 
trate my  point. 

In  the  year  of  the  big  crop  I  offered  the  farmers  of  the  South  the 
opportunity  of  delivering  their  cotton,  receiving  part  payment  and 
having  the  option  of  fixing  their  price  any  time  over  the  next  18 
months.    That  was  an  offer  by  which  the  service  that  the  exchange 
has  rendered  to  the  manufacturers  constantly  could  have  been  trans- 
ferred to  the  farmer.    The  farmer  did  not  accept  it.    He  was  sus- 
picious of  any  man  that  came  along  and  offered  him  something.    He 
thought  there  must  be  some  wicked  desire  in  it,  so  they  would  not 
take  advantage  of  it.    There  were  only  three  or  four  in  the  whole 
South  who  did  take  advantage  of  it.    They  all  made  a  profit  of  about 
60  per  cent,  because  they  waited  until  the  market  went  up  to  close 
their  transactions.    That  did  not  involve  a  penny's  worth  of  risk  to 
me,  because  in  every  one  of  these  transactions  I  simply  found  men 
on  the  exchange  to  take  these  contracts.    The  commission  men  came 
in,  and  I  sold  my  contract  on  the  exchange,  which  I  had  previously 
bought,  and  my  buying  tended  to  keep  the  price  up  and  tended  to 
give  the  farmers  higher  prices.    I  bought  from  the  farmer  and  sold 
on  the  exchange  what  I  had  previously  bought  on  the  exchange. 
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The  result  was  that  the  farmer  got  a  good  price  and  I  got  my  com- 
mission. 

The  large  farmers  could  use  the  exchange,  but  the  little  fellow 
with  only  10  bales  of  cotton  could  not  use  it,  because  the  unit  on  the 
exchange  is  100  bales.  What  I  urged  them  to  do  was  to  combine 
themselves  or  consolidate  themselves  so  they  could  do  it. 

Mr.  Maguire.  Could  you  have  carried  your  work  on  satisfactorily . 
if  you  had  not  had  the  advantage  of  tlve  exchange? 

Mr.  Thompson.  It  would  have  been  absolutely  impossible.  Gentle- 
men, as  far  as  the  methods  that  I  am  going  to  describe  through  the 
meduim  of  exchanges  is  concerned,  personally,  I  do  not  believe  that 
that  is  the  best  method  for  the  South.  Personally,  I  believe  that 
a  method  could  be  devised  which  would  save  the  South  from 
$60,000,000  to  $100,000,000  a  year,  but  it  is  a  method  which  can  not 
be  prepared  except  by  making  an  appropriation  beforehand  for  it 
and  getting  thin^  arranged.  It  would  mean  new  legislation  and  a 
good  deal  of  capital.  If  you  people  would  undertake  to  put  an  end 
to  the  exchanges  to-day  the  people  who  would  suffer  by  it  would 
be  the  small  farmer  and  not  the  big  dealer.  The  big  dealer  would 
make  more  money  than  they  ever  dreamed  of  making  before, 
because  they  would  have  a  great  advantage.  They  are  the  only 
people  that  can  take  advantage  of  it,  men  who  have  plenty  of  money 
without  going  to  the  bank,  and  without  credit  on  the  cotton  contract. 

Mr.  Heflin.  What  would  you  suggest  in  the  way  of  legislation  to 
confine  the  dealing  on  the  exchange  to  commercial  transactions, 
which  you  referred  to  a  moment  ago  ? 

Mr.  Thompson.  I  can  not  see  how  you  could  eliminate  that. 

Mr.  Hawley.  That  is,  eliminate  gambling? 

Mr.  Thompson.  Yes,  sir.  But  tne  transactions  which  are  purely 
gambling — that  is,  gambling  on  both  sides — are  but  a  small  per- 
centage, and  thev  almost  invariably  get  their  own  punishment.  It 
is  not  necessary  for  anybody  to  pumsh  them,  the  inexorable  will  pun- 
ish them  anyhow. 

Mr.  Hawost.  That  is,  they  lose  and  drop  out  of  the  business? 

Mr.  Thompson.  Yes;  they  lose.  If  left  alone  every  one  of  these 
men  who  have  been  gambling  on  the  cotton  exchange  will  meet  their 
own  punishment.  If  jrou  will  trace  their  history  you  will  find  tiiat 
men  who  were  at  one  time  very  big,  to-day  you  will  see  them  sitting 
around  board  rooms  trying  to  get  credit  to  go  in  and  get  10  bales  in 
a  bucketshop  operation,  or  something  of  that  kind.  They  have  been 
broken  up.  The  actual  interests  of  commerce  are  bigger  than  all 
speculation.  You  can  not  get  a  combination  of  men — ^there  can  not 
be  such  a  combination  conceived  of — ^who  can  comer  the  cotton  crop. 

That  is  the  real  reason  I  came  here  to-day.  I  wanted  you  gentle- 
men who  are  representative  Congressmen  and  men  representing  the 
ffreat  agricultural  interests  of  the  country,  to  know  just  exactly  where 
the  case  that  was  tried  against  us  gentlemen  who  are  trying  to  protect 
the  price  stands  and  where  it  stood.  What  actually  took  place  is 
this.  If  I  am  telling  you  things  that  you  already  know  please  tell 
me,  but  I  think  it  is  necessary  in  order  to  make  a  logical  statement. 

Before  the  cotton  crop  which  was  harvested  in  1910  was  planted 
people  began  offering  that  crop  for  future  delivery.  The  previous 
year's  crop  had  been  a  very  big  one  and  there  was  a  surplus  left  over. 
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The  price  had  gone  very  low,  and  they  kept  offering  and  offering, 
and  no  one  commenced  to  buy  mitil  they  offered  the  crop  down  to  a 
price  so  low  that  economically  it  was  the  lowest  price  that  cotton  ever 
touched,  though  in  cents  per  pound  it  was  not  It  went  down  to  8^ 
cents. 

Mr.  GuENNY.  Pardon  me,  Colonel,  that  was  in  1908,  was  it  not,  and 
not  in  1910  ? 

Mr.  Thompson.  It  was  in  1908.  If  I  said  1910  that  was  a  mistake. 
It  was  the  crop  for  which  we  afterwards  were  indicted.  That  is 
what  I  remember  it  by. 

At  that  ver^  low  price  people  went  on  making  sales  or  makinff 
offers  of  sales  in  large  quantities,  and  gentlemen  like  Mr.  Lane  ana 
Mr.  Brown  and  others,  who  had  constructive  feelings,  felt  that  this 
price  was  away  below  the  cost  of  production,  because,  as  T  say,  eco- 
nomically, measured  by  the  amount  of  pork  and  grain  that  a  bale  of 
cotton  would  buy,  it  was  the  lowest  price  ever  quoted  for  cotton. 
Therefore  a  great  many  men  began  buying,  and  presently  the  people 
who  had  been  selling  awakened — began  to  find  that  in  the  aggregate 
they  had  sold  a  tremendous  amount  of  cotton  at  a  very  low  price. 
Summer  came  on  and  conditions  were  such  that  it  presently  came  to  be 
clear  even  to  the  dullest  intellect,  that  the  crop  instead  of  being  a 
bumper  crop,  such  as  the  two  which  had  preceded  it,  was  going  to  be 
a  very  small  crop.  People  be^n  to  be  frightened  and  began  to  try  to 
buy  back  their  contracts.  When  the  actual  crop  had  begun  to  move 
prices  rose  from  the  prevailing  price  of  SJ  cents  to  14^  and  15  cents. 
That  meant  that  any  person  who  had  sold  what  he  could  without 
having  any  comeback  tied  to  it  was  involved  in  very  great  loss. 
So  there  began  a  war  between  the  two  opposing  factions.  The  peo- 
ple who  had  bought  contracts  were  called  bulls,  not  that  they  wanted 
to  go  on  buying  more  contracts,  not  that  they  wanted  to  go  on  and 
advance  the  price  still  higher,  but  they  wanted  to  get  out  of  the  con- 
tracts that  tney  had  bought  at  a  profit  which  on  paper  they  had 
already  earned.  The  other  side  was  determined  that  they  should  not 
make  that  profit,  and  they  watched  every  opportunity  when  they  tried 
to  sell,  and  would  slam  the  market  right  down. 

This  continued  until  along  in  January  when,  through  some  bank- 
ing disturbance  that  took  place  in  New  York,  they  saw  their  oppor- 
tunity to  crush  one  of  the  big  bears  who  had  bought  a  tremendous 
quantity  of  contracts,  and  they  went  out  and  called  margins  on 
him,  thereby  forcing  him  to  sell  a  number  of  his  contracts.  And 
they  were  not  satisfied  to  buy  them  in  at  a  reasonable  price,  but  they 
turned  in  and  broke  the  price  so  that  the  quotation  in  New  York  was 
about  3  cents  a  pound  below  the  price  at  which  you  could  buy  actual 
cotton  in  the  fields.  The  man  had  to  take  his  loss,  and  these  bulls 
got  it,  and  if  they  had  been  content  there  it  would  have  been  well 
and  good.  But  they  said,  "We  got  this  man,  and  we  will  go  out  and 
get  others."  They  began  bidding.  Along  came  buying  orders  from 
all  over  the  world,  just  like  air  will  come  to  a  vacuum,  because  they 
were  offering  cotton  so  far  below  its  economic  value.  These  persons 
sent  the  prices  up  again.  It  was  then  that  some  one,  the  natural 
inference  was,  who  stood  to  lose  money  in  some  way,  came  down  to 
Washington  and  appealed  to  the  Attorney  General,  and  he  ordered 
an  investigation  with  the  idea  of  making  an  attack  on.  the  bull  ring, 
60  called. 
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Mr.  Heflin.  Pardon  me  for  interrupting  you,  but  right  in  that 
connection,  Mr.  Wickersham  was  the  Attorney  General  then,  was 

he  not  ? 

Mr.  Thompson.  Yes,  sir. 

Mr.  Heflin.  Was  his  law  partner  attorney  for  the  New  York  Cot- 
ton Exchange  at  that  time  ? 

Mr.  Thompson.  He  was,  and  Mr.  Wickersham  himself  had  been 
attorney  for  the  New  York  Cotton  Exchange  before  he  became  At- 
torney General,  so  that  his  sympathies  were  naturally  on  that  side. 

Mr.  Heflin.  Who  is  the  attorney  for  the  cotton  exchange  now? 

Mr.  Thompson.  I  think  Mr.  Taft.  It  is  the  same  firm  that  always 
has  been,  of  which  Mr.  Taft  is  a  member.  Mr.  Marsh  can  tell  you 
that. 

That  this  investigation  was  being  pushed  in  some  strange  way, 
I  bear  this  testimony.  Personally  having  had  sickness  in  my  family 
I  had,  along  in  November  and  early  December,  closed  out  every  bale 
of  cotton  I  had  and  had  gone  abroad.  I  was  at  Tientsin  or  over  at 
Mount  Sinai,  or  some  part  of  the  world  where  I  got  letters  once  a 
month  and  telegrams  three  or  four  days  after  they  were  sent.  A 
telegram  came  to  me  saying,  "A  representative  of  the  Attorney  Gen- 
eral has  called  upon  us — '  us '  beinff  the  firm  for  which  I  buy  cotton — 
saying  that  they  intend  to  indict  the  bull  operators.  They  know  that 
we  have  been  connected  with  cotton,  but  they  do  not  want  to  indict 
you,  and  if  we — that  means  the  firm  I  referred  to — will  open  our 
books  and  supply  them  with  all  the  evidence  we  can  against  the  bull 
operators  they  will  give  immunity  to  you  and  to  us."  I  replied  to 
that  cable  as  soon  as  I  got  it,  which  was  two  or  three  days  late  reach- 
ing me;  and  I  replied  to  it,  sending  the  reply  that  I  believe  every 
American  with  an  American's  idea  of  what  is  decent  would  have  sent. 
I  replied,  I  think,  about  in  these  words :  "  You  tell  the  Attorney 
General  to  go  to  hell.  If  we  have  any  evidence  to  which  he  is  legally 
entitled  he  has  a  legal  method  of  getting  it ;  but  if  to  obtain  immunity 
for  yourself  or  for  me  you  betray  the  business  secrets  of  your  clients, 
you  are  behaving  dishonorably.  Do  not  be  bulldozed."  In  all  of 
the  following  years  I  persisted  in  demanding  a  trial.  I  never  joined 
in  the  legal  motions  or  demurrers  or  the  appeal  to  the  Supreme 
Court,  but  I  persistently,  every  two  or  three  months,  went  into  court 
demanding  my  rights  as  an  American  citizen  to  have  a  trial.  I  said, 
"  I  do  not  care  what  law  you  need,  I  will  sign  a  written  stipulation 
that  the  law  is  as  the  Attorney  General  says  it  is.  I  merely  want 
the  chance  to  prove  that  every  allegation  he  has  made  in  his  indict- 
ment is  a  lie,  a  whole  lie,  and  nothing  but  a  lie."  But  they  took 
very  good  care  never  to  give  any  of  us  a  trial. 

Mr.  Heflin.  Riglit  in  that  connection  let  me  ask  you  a  question. 
Did  the  Attorney  General  make  any  effort  at  that  time  to  prosecute 
anybody  for  breaking  the  price  and  trying  to  put  it  down? 

Mr.  Thompson.  No;  and  that  is  something  that  T  am  coming  to, 
because  it  is  something  of  great  importance  to  me.  This  case  went  up 
to  the  Supreme  Court  of  the  United  States  on  appeal  from  the  court 
below.  The  circuit  court  had  decided  in  favor  of  the  demurrers  inter- 
posed by  the  defendants,  and  they  said  there  was  no  case  against 
them  on  every  point  except  some  unimjjortant  point.  The  Supreme 
Court,  by  some  strained  construction,  said  the  court  below  must  have 
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found  the  fact  that  these  gentlemen  had  agreed  together  to  buy  up 
the  entire  cotton  crop,  to  withdraw  it  from  the  market,  and  hold  it 
until  they  could  obtain  monopolistic  prices,  and  the  court  below  de- 
cided that  that  was  not  contrary  to  the  Sherman  law,  and  if  that  was 
the  position  of  the  court  below  they  held  that  they  were  wrong,  and 
they  sent  the  case  back  to  the  court  below  to  have  them  restate  the 
facts,  to  see  whether  they  did  find  that  fact.  The  Attorney  General, 
knowing  perfectly  well  that  there  were  no  such  facts  to  be  stated, 
and  to  Dring  the  case  back  to  the  Supreme  Court  must  result  in  a 
final  decision  in  favor  of  the  defendants,  made  haste  to  withdraw 
those  indictments,  using  some  language  in  the  decision  of  the  court, 
so  they  reindicted  us  on  this  allegation  that  we  had  bought  from 
speculators,  whom  they  define  to  be  persons  who  offered  for  sale  cot- 
ton which  they  did  not  have,  that  we  bought  that  cotton  knowing 
that  we  were  buying  from  people  who  did  not  have  cotton,  and  that 
we  refused  to  sell  back  to  those  people  some  cotton  that  we  had 
bought  from  them.  In  other  words,  having  bought  long  ourselves, 
we  refused  to  sell  short.  That  is  what  we  were  indicted  for,  and  that 
is  what  our  attorneys  advised  us  if  we  stood  trial  upon  we  were  very 
liable  to  be  convicted. 

If  that  is  the  law,  then  the  sooner  you  change  that  law  the  better 
it  will  be  for  the  South  and  for  the  great  agricultural  interests,  which 
are  the  foundation  interests  of  this  country.  That  is  the  only  thing 
for  which  there  is  any  precedent.  We  pleaded  that  we  would  not 
contend  against  that  accusation.  We  had  been  for  years  and  years 
trying  to  get  a  trial,  and  now  they  sprung  a  trial  upon  us  upon  att 
entirely  new  point,  and  we  said,  "  Gentlemen,  we  will  pay  your  fine. 
Fine  us  and  let  us  get  out ;  we  are  tired."  But  if  that  is  to  be  held 
as  a  precedent,  who  dares  to  go  on  the  cotton  exchange  and  protect 
the  price  of  cotton  against  whatever  the  foreign  spinners  or  foreign 
speculators  may  choose  to  do?  For  they  can  go  on  the  exchange  and 
constantly  make  offers  for  future  deliveries,  and  nobody  dares  to  ac- 
cept them,  and  they  can  make  any  price  they  want.  The  farmer  may 
say  that  he  will  not  be  ruled  by  those  quotj^tions,  but  in  the  long  run 
he  is  bound  to  be  ruled  and  influenced  by  them.  They  make  the  price 
of  cotton  in  the  world.  That  the  price  of  cotton  will  not  be  held 
accurately  to  those  contracts  is  evidenced  every  day*  because  the  New 
York  contract  has  been  this  year  so  far  below  the  actual  price  of  cot- 
ton, that  no  man  could  bring  cotton  from  the  South,  provided  he 
brought  in  this  year's  grade  of  cotton,  and  put  it  into  New  York  and 
put  it  on  the  market  and  deliver  it  without  making  a  loss  of  any- 
where from  $4  to  $6.    Is  that  not  right,  John  Hill  ? 

Mr.  Hill.  It  is. 

Mr.  Thompson.  That  is  because  of  the  general  belief  that  the  cot^ 
ton  which  was  actually  in  store  in  New  York  was  so  low  that  any 
man  who  took  it  up  and  depended  upon  marketing  it  to  the  consumer 
would  have  to  take  a  loss. 

Mr.  Heflin.  Why  are  the  contracts  selling  so  far  below  the  actual 

cotton  ? 

Mr.  Thompson.  Because  it  does  not  represent  commercial  cotton 
but  represents  a  class  of  cotton  accumulated  in  the  warehouse  and 
stored  in  New  York.  The  contract  calls  that  base  middling,  and  them 
they  have  a  long  list  by  which  they  can  deliver  cotton  at  various  dif- 
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ferences.  These  were  fixed  upon  a  purely  arbitrarjr  basis,  and  were 
fixed  in  accordance  with  the  wishes  of  the  clique  in  power.  If  the 
clique  was  a  bull  clique  they  would  hold  the  cotton  in  and  resell  it, 
SO  they  would  keep  the  price  of  cotton  out  of  store,  and  they  being 
bulls  the  price  of  their  contracts  would  go  up,  whereas,  if  they  were 
bears  they  then  would  manipulate  the  rest  of  the  cotton  so  that  the 
cotton  was  in  grade  so  low  that  when  you  went  and  got  your  de- 
liveries you  could  not  get  them  in  the  grade  without  sustaining  a 
great  loss. 

Mr.  Young.  Do  you  believe  those  transactions  are  honorable  trans- 
actions? 

Mr.  Thompson.  I  do  not.  I  believe  many  of  them  were  most 
highly  dishonorable,  and  I  believe  if  the  people  who  dealt  in  them 
would  get  their  dues  they  would  be  in  State's  prison. 

The  Chairman.  Have  you  read  these  various  bills  before  this  com- 
mittee attempting  to  deal  with  this  situation  ? 

Mr.  Thompson.  I  have;  yes. 

The  Chairman.  Would  you  like  to  make  any  suggestions  of  any 
changes  in  the  phraseology  of  any  of  the  various  bills  as  corrective  of 
the  things  you  refer  to? 

Mr.  Thompson.  Of  the  two  bills  I  prefer  that  bill  which  reaches 
this  thing  bv  the  taxing  power  rather  than  the  one  which  prohibits 
the  use  of  tne  mails.  I  dislike  to  disagree  with  Mr.  Hayne  on  any- 
thing. I  do  not  believe  anybody  knows  any  more  about  cotton  than 
he  does,  but  I  believe  I  know  as  much  about  the  workings  of  human 
nature  and  the  men  engaged  in  commercial  transactions.  If  you 
could  by  law  make  the  transaction  in  itself  illegal,  impinge  upon  it 
the  stigma  of  illegality  all  the  way  through ;  but  if  you  merely  go  to 
the  extent  of  saying  that  they  can  not  use  the  mails  or  telegraph 
lines,  they  will  use  the  telephone  or  find  other  ways  of  getting  around 
that.  I  do  not  believe  you  can  set  a  better  method  than  to  put  a  pro- 
hibitory tax  upon  one  kind  of  contract  and  a  tax  upon  the  other 
kind  so  large  that  it  can  not  be  shifted  back  onto  the  farmer,  but 
would  yet  yield  a  sufficient  revenue  to  pay  the  expenses  of  the  Gov- 
ernment in  connection  with  what  the  Government  is  seeking  to  do. 
Mr.  Hayne's  opinion  was  if  you  prohibited  the  use  of  the  mails,  that 
would  stop  the  business.    I  do  not  think  it  would. 

Mr.  Hawley.  Suppose  you  prohibit  the  use  of  the  mails,  and  you 
prohibit  the  sending  of  this  kind  of  telegrams  through  the  tele- 
graph companies,  or  the  use  of  the  telephone  for  gambling  purposes 
or  speculative  purposes,  as  the  case  may  be? 

Mr.  Thompson.  They  would  be  used  for  gambling  purposes.  The 
man  in  the  South  that  was  a  dealer,  who  has  gone  out  and  agreed 
with  his  neighbors  around  there  that  he  will  take  a  thousand  bales  of 
cotton,  for  which  he  has  got  to  find  a  market,  and  if  he  has  found 
an  actual  buyer,  a  buyer  on  call  for  future  delivery,  there  is  no 
gambling.  It  is  just  the  reverse  of  gambling.  When  he  sends  on  to 
the  exchange  and  orders  them  to  sell  he  is  trying  to  prevent  gambling. 
It  is  a  legitimate  business  transaction  in  which  he  insures  himself  his 
profit. 

Mr.  Heflin.  Suppose  the  Government  should  declare  that  messages 
regarding  contracts  of  that  character  should  not  be  sent  over  the 
telephone  or  over  the  telegraph  wires  or  through  the  mail,  do  you  not 
thim^  that  would  reach  it  ? 
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Mr.  Thompson.  I  think  I  would,  in  answer  to  that,  make  the  state- 
ment made  by  that  learned  lawyer,  Lord  Earldon,  in  which  he  said 
it  was  within  the  ability  of  any  able  lawyer  to  drive  a  coach  and 
four  through  the  four  comers  of  any  act  of  Parliament.  I  am  not 
certain  that  they  can  do  that  entirely,  but  when  you  set  thousands 
of  minds  working  against  a  few  minds  preparing  this  law,  if  there  is 
a  loophole  they  will  find  it.  The  only  Uiing  they  can  not  find  a 
loophole  against  is  taxation.  There  you  have  the  whole  taxing  army 
of  the  United  States  looking  out  for  the  taxes  of  the  country,  and  a 
man  takes  a  risk  so  far  out  of  proportion  to  what  he  stands  to  win, 
that  it  would  deter  him.  Of  course,  if  you  do  open  the  mails,  I  do 
not  say  the  method  of  prohibiting  the  use  of  the  mails  can  not  be 
made  useful.  I  think  it  can,  but  m  my  judgment  it  is  not  going  to 
be  as  useful  as  the  direct-taxation  scheme. 

The  CHAHtMAN.  Do  you  think  that  tax  of  5  cents  a  hundred  bales 
would  be  transferred  to  the  farmer? 

Mr.  Thompson.  No  ;  5  cents  or  10  cents  would  never  ^o  back  to  the 
farmer;  it  is  too  small.    You  could  not  get  it  back  to  him. 

The  Chaibman.  Do  you  think  the  maximum  tax  provided  on  these 
outlawed  contracts  is  sufficiently  high  to  be  effective? 

Mr.  Thompson.  I  should  think  it  is.  I  should  say  that  a  tax  of 
$5  or  $10  a  bale  would  be  effective. 

The  Chairman.  It  is  50  cents  a  bale. 

Mr.  Thompson.  That  is  not  enough. 

The  Chairman.  Would  you  make  it  $5  a  bale? 

Mr.  Thompson.  Yes. 

Mr.  Hefijn.  On  what  character  of  transaction  would  you  place  a . 
tax  of  $5? 

Mr.  Thompson.  Every  one  that  went  on  the  old  contract.  I 
would  put  a  prohibitory  tax  on  that,  and  then  I  would  make  a  con- 
tract where  the  Government  would  be  the  final  basis  in  deciding 
what  grade  it  is  going  to  be  delivered  upon.  I  have  had  this  ex- 
perience. I  would  find  fault  with  the  grading  delivered  to  me,  and 
I  have  sent  it  back  to  the  man  who  did  the  grading,  and  they  said, 
"Yes;  we  have  made  a  mistake;  they  did  overgrade  that,  and  we 
have  got  to  make  you  an  allowance."  Then  it  had  to  pass  up  to  the 
committee  of  the  exchange  who  had  charge  of  the  fund,  who  would 
have  to  bear  the  expense  of  that  mistake,  and  they  have  refused  to 
approve  the  judgment  of  their  own  employees  and  refused  to  make 

the  allowance. 

Mr.  Glenny.  Can  you  tell  us  where  that  was? 

Mr.  Thompson.  That  was  in  New  York.  I  have  not  had  any 
experience  with  the  New  Orleans  exchange. 

Mr.  Hauoen.  Would  it  not  be  better  to  provide  the  cotton  ex- 
changes from  the  start  with  Government  classers? 

Mr.  Thompson.  I  believe  that  the  classing  of  the  cotton  had  a 
great  deal  better  be  in  an  outside  hand  entirely,  free  from  any  in- 
fluence of  the  exchange.  I  believe  it  would  be  better  to  have  a  Gov- 
ernment official,  and  I  believe  the  business  of  the  cotton  exchange 
could  afford  to  pay  these  classers,  and  if  thev  had  nothing  to  fear 
from  one  side  or  the  other  of  the  exchange  their  grading  would  be 
fair  to  both  sides.  The  trouble  has  come  from  just  that  difficulty, 
that  the  grading  has  been  favorable  to  the  managing  clique— some- 
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times  on  onfr  side  and  sometimes  on  another — whenever  they  got  hold 
of  the  machinery  of  the  exchange.  It  was  only  human  nature.  I 
do  not  want  to  iJear  too  much  upon  the  individual.  I  do  not  say  the 
individual  is  constantly  being  dishonest,  but  it  is,  however,  a  well- 
known  fact  that  the  machinery  of  the  exchange  has  been  used  from 
time  to  time  to  the  detriment  of  the  public. 

Mr.  Haugen.  That  is  the  complaint  as  to  the  grain  inspection  in 
the  West,  where  the  inspection  is  now  being  done  by  the  States.  It 
is  charged  that  the  boards  of  trade  control  and  have  influence  over 
these  inspectors  and  they  do  not  get  a  square  deal. 

Mr.  Thompson.  It  is  human  nature  again,  Congressman,  for  the 
man  upon  whom  anything  is  bearing  to  complain  of  it.  I  am  in- 
clined to  think  that  the  truth  will  he  between  the  two.  But  even 
granting  that  the  exchange  is  being  honestlv  managed,  there  will 
alway^s  De  that  feeling  of  doubt;  and  it  is  ior  the  interest  of  the 
public  that  that  should  be  removed,  and  the  public  will  not  have  the 
same  doubt  of  a  Government  inspector  as  they  will  of  a  board  of 
trade  inspector. 

Mr.  Haugen.  It  is  better  to  have  some  disinterested  party  deter- 
mine the  grade? 

Mr.  Thompson.  Sure.  And  then  another  thing;  the  greatest  ma- 
chinery in  producing  these  bad  results  has  been  the  uneven  running 
of  contracts.  When  you  get  a  contract  for  100  bales  with  perhaps 
20  different  grades  in  it,  and  in  New  York — not  in  New  Orleans,  but 
in  New  York — ^being  a  broker  unable  to  tell  which  bales  represent 
different  grades,  you  are  forced  to  go  to  the  expense  of  taking  those 
all  out  when  you  want  to  ship  them  and  regraae  them.  You  do  not 
know  how  fast  that  runs  into  thousands  of  dollars.  What  I  have 
complained  of  of  the  machinery  of  the  New  York  CSotton  Exchange 
is  this,  that  first  and  last  the  New  York  Cotton  Exchan^  authorities 
have  done  what  they  could  to  prevent  New  York  becoming  an  actual 
cotton  market  in  the  sense  in  which  Liverpool  is  a  cotton  market, 
because  in  Liverpool  the  spinners  of  that  country  are  constantly 
coming  into  Liverpool  and  buying  out  of  store  the  actual  cotton  they 
want  on  samples  presented  to  them.  But  the  gentlemen  who  spin 
cotton  in  America  and  who  might  want  to  take  cotton  out  of  store 
in  New  York  know  that  they  do  it  at  their  peril ;  they  know  if  they 
are  going  to  take  cotton  up  they  will  probably  be  given  the  very 
worst  cotton  which  the  man  delivering  it  to  them  can  control.  If 
you  will  give  them  even  running  grades — ^that  is,  say,  100  bales  of 
cotton — ^let  it  be  of  one  grade,  and  if  it  is  fixed,  put  a  tax  on  it  that 
will  enable  the  buyer  to  go  out  and  sort  that  out,  it  will  meet  that 
criticism. 

The  Chairman.  I  judge  you  are  an  optimist  from  your  general 
attitude  toward  things,  and  I  take  it  you  have  been  a  bull  on  the 
market.    Is  that  true? 

Mr.  Thompson.  I  never  sold  a  short  bale  in  my  life.  [Laughter.] 
Part  of  my  business  has  been  sentimental.  I  have  for  a  long  time 
been  a  student  of  economics. 

Mr.  Haugen.  The  trouble  you  are  pointing  out  would  be  eliminated 
if  we  were  to  provide  for  Federal  inspection  ? 

Mr.  Thompson.  Federal  inspection. 

Mr.  Haugen.  Mark  it  and  tag  it,  or  do  whatever  would  be  required 
in  order  to  identify  it. 
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Mr.  Hepun.  What  would  you  have  that  inspector  do? 

Mr.  Thompson.  I  would  have  him  do  what  the  people  of  the  cotton 
exchanges  are  doing  now — remove  those  people  who  are  being  paid  by 
the  cotton  exchange,  on  whom  their  lives  depend,  whose  positions 
depend  upon  their  being  upon  good  terms  with  those  in  control  of  the 
cotton  exchange,  and  take  them  out  of  their  power. 

Mr.  Heflin.  You  want  him  to  decide  the  issue  like  a  judge  on  the 
bench. 

Mr.  Thompson.  Yes ;  he  should  say  this  cotton  is  of  such  a  grade ; 
and  then  if  the  cotton  exchanges  have  any  dispute  to  raise  about  it, 
they  raise  it  right  there,  and  once  it  is  put  in  they  will  be  forced  to 
guarantee  it,  and  they  will  be  forced  to  guarantee  the  work  of  a  man 
whom  they  do  not  control.  The  exchange  is  really  a  public  body. 
There  is  considerable  talk  about  how  much  of  the  business  of  the 
exchanges  is  between  citizens  of  the  States.  Gentlemen,  that  has  got 
absolutely  nothing  to  do  with  it,  because  the  ultimate  business  trans- 
action takes  place  between  two  brokers. 

Mr.  TAYiiOR.  The  only  reason  that  has  been  raised  is  to  find  out 
how  far  we  can  legislate  with  respect  to  interstate  commerce. 

Mr.  Thompson.  The  great  bulk  of , that  business  is  business  that 
comes  from  all  over  this  country  and  all  over  Europe.  I  know  that 
in  this  week  or  ten  days  in  December  when  they  broke  the  prices,  and 
they  commenced  to  go  down,  orders  came  in  from  every  country  in 
Europe,  and  even  from  Egypt  and  far-away  Bombay. 

Mr.  Heflin.  The  parties  to  a  transaction — doing  business  of  the 
exchange — are  both  brokers  of  New  York? 

Mr.  Thompson.  They  are  brokers.  They  are  only  agents;  they 
are  not  principals.  If  the  brokers  of  New  York  to-day  were  to  dis- 
close their  principals,  you  would  find  they  come  from  all  over  the 
United  States. 

Mr.  Haugbn.  How  many  States  provide  for  classing  cotton  ? 

Mr.  Thompson.  I  do  not  know  of  any. 

Mr.  Haugbn.  Then  the  fact  is  that  the  exchanges  do  all  the  class- 
ing and  inspection,  and  they  class  them  just  as  they  will  ? 

Mr.  Thompson.  They  do  all  the  classing  of  so  much  cotton  aa 
actually  comes  to  New  York,  but  that  is  a  mere  fraction,  and  gen- 
erally the  class  of  cotton  that  comes  to  New  York  is  made  up  thi» 
wav.  The  dealer  in  the  South  has  got  to  take  all  the  cotton  offered 
to  him  by  the  grower.  There  may  be  20  bales  or  18  bales  or  19  bales,, 
say,  of  one  grade  of  cotton,  and  1  bale  is  his  cleanings.  That  is  put 
to  one  side,  and  finally  he  has  got  100  bales  of  all  kinds,  colors,  and 

?*ades;  and  the  only  way  he  can  get  rid  of  it  is  to  send  it  up  to  New 
ork  and  put  it  on  contract.  The  result  is  that  the  contract,  instead 
of  representing,  as  it  .should,  marketable  cotton  represents  dogear 
and  every  kind  of  stuff. 

Mr.  Hepun.  And  they  keep  that  character  of  cotton  you  speak  of,, 
and  tender  it  over  and  over? 

Mr.  Thompson.  It  is  tendered  over  and  over ;  and  that  is  the  way 
they  work  it. 

ouppose  you  have  got  10,000  bales  of  cotton  to  deliver  in  May,  and 
you  do  not  want  to  take  the  risk.  I  have  been  hoping  the  prices 
are  going  to  go  a  little  higher.  Things  begin  to  come  about  so  that 
I  know  cotton  is  going  to  be  thrown  at  me,  and  I  rush  out  and  sell  it 
at  what  I  can  get.    fi  I  am  still  bullish  on  the  market,  I  rush  out 
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and  get  a  hedge.  Again,  they  keep  the  near-by  month  and  market 
the  month  that  is  the  month  they  make  their  profit. 

Mr.  Maouire.  Do  the  members  of  that  excnange  limit  their  activ- 
ities solely  to  dealing  in  cotton,  or  do  they  deal  in  other  commodities? 

Mr.  Thompson.  On  the  New  York  Cotton  Exchange  they  deal 
only  in  cotton.  The  houses  having  representatives  on  3ie  floor  may 
also  be  represented  on  the  grain  exchange. 

Mr.  Maouire.  How  much  connection  have  they  with  grain  and  its 
products? 

Mr.  Thompson.  I  fancy  that  the  well-known  cotton  houses  have 
very  little  to  do  with  the  other  exchanges.  They  may  have,  in  con- 
nection with  the  facilities  thev  have  there;  but  I  think  the  typical 
cotton  houses  deal  almost  exclusively  in  cotton. 

Mr.  Jacoway.  What  per  cent  of  the  brokers  of  New  York  repre- 
sent interests  outside  of  New  York? 

Mr.  Thompson.  You  mean  the  percentage  of  the  transactions  (nt 
of  the  brokers? 

Mr.  Jacoway.  Of  the  brokers. 

Mr.  Thompson.  I  presume  that  there  are  a  great  many  broken 
there  who  represent  foreign  houses. 

Mr.  Jacx>way.  I  say  foreign  houses  and  people  in  the  Southern 
States. 

Mr.  Thompson.  Mr.  Marsh  could  answer  that  question  better 
than  I  could,  or  Mr.  Hill.  I  am  not  a  member  of  the  exchange  and 
am  not  quite  so  familiar  with  it,  but  I  should  say  if  you  asked  me 
about  the  transactions  and  not  about  brokers  that  certainly  90  per 
cent  of  all  of  the  transactions  are  transactions  which  affect  inter- 
state commerce,  and  only  about  10  per  cent,  or,  at  the  outdde,  15 
per  cent,  would  be  intrastate,  and  that  is  those  which  I  have  classed 
as  purely  speculative. 

Mr.  Hauoen.  What  is  membership  on  the  exchange  worth  now? 
Do  you  know  ? 

Mr.  Thompson.  $12,000.  That  is  very  small  compared  to  the  grain 
exchange. 

Mr.  Sloan.  What  is  the  membership  of  the  cotton  exchange? 

Mr.  Thompson.  $12,000. 

Mr.  Sloan.  I  mean  the  number  of  members. 

Mr.  Thompson.  Four  hundred  and  fifty. 

Mr.  Hauoen.  I  would  like  to  know  something  about  this  inspec- 
tion and  grading.  The  farmer  brings  his  cotton  to  town,  and  thai 
what  happens? 

Mr.  Thompson.  He  delivers  it  to  the  local  buyers. 

Mr.  Haugen.  Who  determines  the  grades? 

Mr.  Thompson.  The  buyer. 

Mr.  Haugen.  The  buyer  ships  it  to  New  York? 

Mr.  Thompson.  No ;  the  amount  of  cotton  that  is  actually  shipped 
to  New  York  is  very  small. 

Mr.  Haugen.  .Well,  take  the  transaction  going  through  New  York, 
and  he  ships  it  to  New  York,  and  who  determines  the  grade? 

Mr.  Thompson.  If  it  is  to  go  on  the  cotton  exchange,  a  set  of  em- 
ployees of  the  cotton  exchange  weigh  it  and  grade  it. 

Mr.  Haugen.  Persons  employed  by  the  cotton  exchange  weig^  it 
and  grade  it? 

Mr.  Thompson.  Yes,  sir ;  their  representatives. 
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Mr.  Hauobn.  Bepresentatives  of  the  New  York  Cotton  Exchange, 
and  nowhere  is  the  farmer  or  cotton  grower  represented  ?    - 

Mr.  Thompson.  By  the  time  it  has  reached  tnere  the  farmer  is  out 
of  it. 

Mr.  Hauqen.  It  is  out  of  his  hand  and  in  the  hand  of  the  mer- 
chant? 

Mr.  Thompson.  Yes. 

Mr.  Hauqen.  And  is  there  anyone  there  to  represent  the  merchant 
assRich? 

Mr.  Thompson.  It  is  all  determined  by  the  cotton  exchange. 

Mr.  Hauqen.  It  is  all  determined  by  the  cotton  exchange,  and 
therefore  the  farmer  and  the  merchant  are  absolutely  at  the  mercy 
of  the  cotton  exchange ;  he  has  nothing  to  say  and  has  not  even  an 
appeal  ? 

Mr.  Thompson.  No  appeal  whatever. 

Mr.  Tatlor.  He  would  not  be  interested,  because  he  has  already 
disposed  of  his  cotton.  The  merchant  Mr.  Hayne  refers  to  is  the 
fellow  that  buys  on  the  cotton  market.    That  is  what  you  mean? 

Mr.  Hauqen.  I  am  talking  about  spot  transactions. 

Mr.  Thompson.  I  think  it  was  this  gentleman  [Mr.  Hayne]  gave 
a  most  admirable  demonstration  of  what  took  place  on  the  cotton 
exchange.  The  cotton  exchange  is  a  barometer  which  should  indi- 
cate the  height  of  prices.  If  me  cotton  put  into  store  in  New  York 
is  cotton  which  you  can  take  out  and  send  to  a  customer  you  can  not 
get  prices  away  from  the  market. 

Mr.  Hauqen.  If  this  cotton  was  classed  by  inspectors — you  know 
exactly  what  that  bill  contains? 

Mr.  Thompson.  Yes. 

Mr.  Hauqen.  As  it  is  now  vou  know  nothing  about  it ;  it  is  just 
whatever  this  exchange  may  determine,  and  it  is,  of  course,  fair  to 
assume,  they  being  human,  that  they  will  determine  in  their  own 
favor. 

Mr.  Thompson.  Oh,  yes.    It  is  fair  to  say  this,  that  the  exchange 
has  been  undergoing  a  change  of  spirit,  and  they  have  been  careful 
to  see  that  their  gradings  are  on  the  right  side.    For  instance,  I^ 
would  be  very  confident  in  taking  out  New  York  grading  and  ship-' 
ping  it  to  Liverpool  and  gaining  a  half  grade  anyhow. 

Mr.  Hauqen.  But  if  the  ifew  York  Cotton  Exchange  should 
change  its  tactics  to-morrow  you  would  be  absolutely  at  their  mercy? 

Mr.  Thompson.  At  their  mercy. 

Mr.  Taylor.  Inspection  at  New  York  would  not  do  the  farmer  any 

good. 

Mr.  Thompson.  It  will  do  this  great  good.  If  you  will  keep  the 
c(»itract  up  to  a  better  price  every  farmer  benefits  by  it. 

Mr.  Hauqen.  If  every  merchant  knows  he  can  get  a  square  deal 
from  this  exchange  he  could  then  afford  to  ^ve  the  farmer  a  square 
deal,  but  as  it  is  he  knows  nothing  about  what  grade  is  going  to  be 
given  that  cotton. 

Mr.  Thompson.  You  see,  as  far  as  the  dealer's  connection  is  con- 
cerned, the  amount  of  cotton  he  ships  to  New  York  is  infinitesimal; 
it  is  not  a  fraction  of  a  per  cent  of  the  crop. 

Mr.  Tayior.  It  must  go  somewhere. 

Mr.  Thompson.  It  does  not  pass  through  the  New  York  Exchange's 
hands ;  it  goes  direct  £rom  the  buyer. 
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Mr.  Hauoen.  If  we  provide  for  uniform  inspection  and  grading, 
that  is,  so  far  as  the  power  of  Congress  goes,  andj  of  course,  that  only 
applies  to  interstate  commerce,  transactions  in  mterstate  commerce, 
be  it  at  one  time  or  another,  that  would  help  ? 

Mr.  Thompson.  The  ultimate  settlement  of  that  business  is  with 
the  buyer.  When  it  comes  into  the  buyer's  hands  you  have  got  to 
satisfy  the  buyer  that  the  cotton  comes  up  to  grade  or  he  will  not 
take  it.  If  Congress  could  pass  a  law,  ana  could  be  sufficiently  wise 
and  capable  to  establish  a  grade  on  which  cotton  would  pass  current 
everywhere,  just  as  a  greenback  will  pass  current,  it  would  be  an 
enormous  advantage,  but  I  doubt  the  practicability  of  it.  I  doubt  if 
you  can  do  it  in  the  New  York  Cotton  Exchange.  I  do  think  you 
can  keep  out  the  bad  cotton,  and  you  can  take  cotton  that  is  good  and 
honestly  weighed  and  honestly  graded  and  honestly  delivered,  then 
you  have  your  barometer  working  so  that  when  the  farmer  sees  a 
quotation  he  knows  it  is  a  quotation  based  upon  legitimate  cotton 
and  is  a  fair  price.  If  at  any  time  during  this  last  summer  I  could 
have  been  sure  I  could  get  cotton  which  I  could  as  a  merchant  de- 
liver to  the  spinners,  I  would  have  bought  all  the  cotton  there  was  in 
New  York  10  times  or  100  times  over,  because  it  was  finding  money. 
It  was  $5  a  bale  below  what  I  paid.  The  difficulty  was  you  knew 
their  cotton  would  not  net  you  that 

Mr.  Hauoen.  What  you  .want  is  to  protect  the  man  who  buys  the 
cotton  for  spinning  purposes? 

Mr.  Thompson.  For  spinning  purposes. 

Mr.  Hauoen.  You  say  if  you  protect  him  you  protect  the  farmer, 
because  you  produce  a  uniform  price. 

Mr.  Thompson.  The  manner  in  which  to  insure  the  greatest  confi- 
dence would  be,  if  you  could  do  it,  to  create  a  bureau  composed  of 
representative  farmers  and  spinners  to  meet  together  two  or  three 
times  during  the  crop  season  and  settle  the  price  at  which  the  cotton 
could  be  delivered. 

Mr.  Heflin.  It  would  be  really  better  in  the  long  run  to  have  a 
stable  price  ? 

Mr.  Thompson.  I  would  like  nothing  so  well  as  a  stable  price. 
You  have  no  idea  of  the  expense  inherent  in  this  method  of  the 
spinner  trying  to  protect  himself,  the  buyer  trying  to  protect  him- 
self, and  the  merchant  trying  to  protect  himself  in  the  millions  and 
millions  of  bales  sold  over  and  over  in  New  York,  all  representing  a 
tremendous  expense.  That  is  really  being  done  by  people  honestly 
and  legitimately  engaged  in  the  business  trying  to  protect  themselves. 

Mr.  Young.  Here  is  a  condition  in  our  section  of  the  country.  A 
merchant  usually  is  the  buyer  of  the  farmer's  cotton.  That  mer- 
chant usually  the  night  or  tne  day  that  he  makes  the  purchase  sells 
either  to  the  spinner  direct  or  else  he  sells  to  some  broker  who  in 
turn  sells  to  the  spinner.  The  cotton  market  opens  about  9  o'clock. 
You  can  scarcely  get  a  merchant  to  buy  the  cotton  until  he  gets  the 
quotation  from  New  York  and  also  gets  a  quotation  from  Liverpool, 
or  wherever  these  quotations  come  from.  What  fixes  the  price  each 
day?    Is  it  these  deals  on  the  cotton  exchange? 

Mr.  Thompson.  It  is  like  this.  A  big  spinner  is  offered,  we  will 
say,  10,000  bales  of  cotton  of  the  very  kind  of  cotton  he  wants,  if 
not  more,  and  he  has  not  got  a  buyer  for  goods  that  day  and  he  does 
not  want  to  speculate,  so  he  says,  "I  wul  take  that  cotton  on  the 
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basis  of  to-day's  quotation,"  and  he  goes  out  and  sells  10,000  bales  of 
contracts.  That  makes  the  cotton  price  that  day.  A  week  from  then 
or  a  month  from  then  somebody  comes  in  and  wants  to  buy  goods. 
He  says,  "  I  will  make  you  a  price  on  the  goods  based  upon  the  price 
of  cotton  to-day."  He  goes  out  and  buys  in  10,000  bales,  and  that 
makes  the  price  of  cotton. 

Mr.  Young.  If  the  exchange  was  regulated  so  that  this  grading 
business  will  be  all  right,  and  the  price  is  not  crushed  or  raised,  as 
the  case  may  be,  to  suit  the  immediate  convenience  of  the  members 
of  the  exchange,  that  will  give  us  a  price  that  the  merchants  down 
in  Texas  can  rely  on  ?  ' 

Mr.  Thompson.  Yes,  sir. 

Mr.  Heflin.  As  well  as  the  farmer  and  based  upon  the  law  of 
supply  and  demand  ? 

Mr.  Thompson.  Based  upon  the  law  of  supply  and  demand. 

Mr.  Taylor.  How  are  you  going  to  take  care  of  the  situation 
stated  by  Mr.  Hayne,  wherein  he  stated  that  Mr.  Hill,  for  example, 
was  going  to  make  a  contract  in  June  for  the  Government  to  furnish 
it  so  many  thousand  yards  of  cotton  ticking,  w  ho  was  not  going  to 
begin  to  manufacture  the  stuff  until  about  the  first  of  January  ?  He 
had  to  know  what  his  cotton  is  going  to  cost  him  on  the  first  day  of 
January,  so  that  he  can  fix  his  price.  How  are  you  going  to  do  it 
dealing  directly  with  the  farmer,  doing  away  with  the  exchange? 

Mr.  Thompson.  That  is  the  very  reason  I  say  you  should  keep 
your  exchange. 

Mr.  Taylor.  Will  you  tell  us  how  you  are  going  to  take  care  of 
that?    Mr.  Heflin  evidently  did  not  understand  you. 

Mr.  Thompson.  He  can  take  care  of  it  by  a  future  contract. 

Mr.  Taylor.  By  a  future  contract  ? 

Mr.  Thompson.  By  a  future  contract  for  next  January. 

Mr.  Taylor.  How  are  you  going  to  take  care  of  it  under  your  sys- 
tem ?    Are  you  proposing  to  have  a  uniform  contract  ? 

Mr.  Thompson.  A  uniform  contract. 

Mr.  Taylor.  The  same  as  you  have  a  uniform  insurance  policy  ? 

Mr.  Thompson.  The  same  as  we  have  a  uniform  insurance  policy. 

Mr.  Taylor.  Then  you  want  us  to  legislate  a  form  of  contract? 

Mr.  Thompson.  Certainly.  We  want  a  form  of  contract  and  we 
want  a  standard  grade  fixed  by  some  one  outside  of  the  exchange 
whidi  will  make  certain  the  things  that  is  left  uncertain. 

Mr.  Taylor.  You  referred  to  certain  bad  cotton.  What  is  going 
to  become  of  all  this  bad  cotton,  according  to  your  theory  ? 

Mr.  Thompson.  If  I  had  my  way  about  it  I  would  burn  it  up. 

Mr.  Taylor.  The  farmer  will  not  be  able  to  have  a  market  for  it 

then. 

Mr.  Thompson.  The  difficulty  is  this,  we  have  had  about  500,000 
bales  of  cotton  in  this  crop  of  very  poor  quality,  no  better  than  ordi- 
nary linters,  worse,  probably;  somewhere  between  $10,000,000  and 
$16,000,000.  I  have  not  the  least  doubt  that  the  existence  of  that 
cotton  has  cost  the  South  not  less  than  $75,000,000. 

Mr.  Taylor.  How  do  you  make  that  out  ? 

Mr.  Thompson.  If  you  have  a  farmer  who  has  cattle  which  con- 
tract an  infectious  disease,  it  has  been  found  the  best  thing  a  civilized 
State  can  do  is  to  take  his  cattle  and  kill  them  and  dispose  of  them  at 
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once  for  the  benefit  of  the  whole  State.  The  State  buys  them«  What 
I  would  do,  if  I  had  the  power  to  do  it,  I  would  make  the  State  take 
over  all  this  unfit  cotton  and  destroy  it,  or  let  it  take  the  same  basis 
as  linters  are  put  on  the  market.  I  would  call  it  anything  except 
cotton. 

Mr.  Taylor.  According  to  your  theory  the  farmer  would  not  get 
anything  for  that  low-grade  cotton. 

Mr.  I&rLiN.  Mr.  Taylor,  talUng  about  this  low-ffrade  cotton,  this 
proposed  uniform  contract  on  the  exchange  woulanot  prevent  the 
spot  dealer  from  buying  this  low-grade  cotton,  and  that  cotton  reach- 
ing the  manufacturer  and  being  used  for  manufacturing  horse  col- 
lars and  cheap  mattresses  and  things  of  that  kind. 

Mr.  Taylor.  I  understand  him  to  say  that  they  only  want  to  make 
80  many  ^ades  or  so  many  standards  and  if  this  cotton  does  not 
come  withm  one  of  those  nine  standards  that  none  of  the  cotton  shall 
be  deliverable  on  contract. 

Mr.  Heflin.  So  far  as  the  exchange  is  concerned. 

The  Chairman.  That  kind  of  cotton  is  being  sold  on  the  market 
anyway. 

Mr.  Haynb.  That  kind  of  cotton  you  speak  of  represents  possibly 
only  5  and  certainly  not  as  much  as'  10  per  cent  of  the  whole  cotton 
crop. 

Mr.  Thompson.  I  do  not  believe  it  would  be  as  much  as  2  per  cent. 

Mr.  Haynb.  I  think  the  whole  trouble  to-day  is  that  on  the  ex- 
changes the  price  is  governed  by  the  value  of  this  5  to  10  per  cent 
of  low  cotton.  You  ^entlement  are  trying,  in  the  bills  that  are  in- 
troduced, to  make  this  90  per  cent  of  good  cotton  govern  the  price 
on  the  exchange,  and  this  6  to  10  per  cent  of  inferior  cotton  wnl  be 
sold  on  its  merits,  like  linters,  boUies,  and  so  forth.  Have  I  explained 
it  clearly  ? 

Mr.  Jacoway.  Do  you  mean  to  say  that  now  this  5  to  10  per  cent 
of  the  cotton  in  New  York  of  low  grade,  or  what  is  termed  runt, 
governs  the  price  of  good  cotton  ? 

Mr.  Haynb.  I  think  it  governs  the  price  of  cotton  on  the  exchange, 
yes ;  otherwise  July  cotton  could  not  have  possibly  sold  in  New  York 
at  .93;  middling  cotton  having  sold  everywhere  in  the  South  at  15 
cents. 

The  Chairman.  Let  me  ask  you  if  the  minimum  limit  we  fix  in  the 
House  bill  "  lower  than  low  middling,  or  lower  than  strict  low-mid- 
dling tinged,  or  lower  than  middling  stained,  or  cotton  that  is  less 
than  J  inch  or  more  than  1^  inches  in  length  of  staple  "  would  take  in 
90  per  cent? 

Mr.  Haynb.  I  think  it  would  take  in  90  per  cent. 

Mr.  Glen  NY.  He  said  low  middling.  I  think  you  misunderstood 
him. 

The  Chairman.  Lower  than  low  middling. 

Mr.  Glenny.  He  had  in  his  mind  good  ordinary. 

Mr.  Haynb.  I  mean  there  are  very  few  crops  of  it  that  would  not 
be  low  middling.    It  would  take  in  90  per  cent. 

The  Chairman.  Would  you  suggest  making  the  lowest  limit  good 
ordinary,  or  would  you  exclude  that  from  delivery  ? 

Mr.  Haynb.  Well,  I  have  stated  here,  but  I  think  I  would  com- 
promise with  strict  good  ordinary. 

The  Chairman.  Strict  good  ordinary  ? 
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Mr.  Hayne.  That  would  be  a  half  grade  lower. 

The  Chairman.  Proceed,  Col.  Thompson. 

Mr.  Heflin.  Before  you  proceed.  Col.  Thompson,  this  committee 
that  fixes  the  differences  in  the  New  York  exchange  is  known  as  the 
committee  on  revision,  is  it  not ! 

Mr.  Thompson.  Yes,  sir. 

Mr.  Hefun.  Here  is  a  special  sent  out  from  New  York,  published 
m  the  Washington  Star  on  February  6, 1913, 1  believe : 

The  fact  that  the  revision  committee  had  made  no  change  in  settled  cotton 
differences  at  the  meeting  last  night  has  added  somewhat  to  the  confidence  of 
early  buyers. 

I  gather  from  this  special  that  if  the  change  had  been  made  we 
might  have  had  a  depressing  effect  on  the  market  the  next  day. 

Mr.  Thompson.  They  could  easily  have  made  it  depressing  if  the 
margin  between  middling  cotton  and  strict  low  middling  had  been 
changed,  for  the  margin  between  middling  and  strict  low  middling 
is  supposed  to  represent  the  margin  difference,  so  that  it  would  be 
a  matter  of  whether  they  give  you  middling  cotton  or  something 
below  it.  If  that  is  fixed  so  that  it  does  not  represent  the  market 
and  you  take  it  you  are  bound  to  lose  money. 

Mr.  Heflin.  That  committee  has  the  power  to  say  what  the  price 
is  to  be  the  next  day  ? 

Mr.  Thompson.  That  committee  could  change  the  price  of  cotton 
a  half  cent  a  pound  over  night. 

Mr.  Taylob.  You  can  not  prevent  the  market  price  of  cotton 
fluctuating,  can  you  ? 

Mr.  Thompson.  No,  sir;  it  is  bound  to  fluctuate. 

Mr.  Hawlet.  You  are  speaking  against  artificial  fluctuation? 

Mr.  Thompson.  I  am  objecting  to  the  natural  fluctuation  being 
affected  by  unfair  and  undue  influence. 

Mr.  Taylor.  To  what  extent  is  it  influenced  by  unnatural  con- 
ditions? 

Mr.  Thompson.  At  times  it  has  been  tremendously  influenced. 

Mr.  TAYiiOB.  That  has  been  only  temporary,  has  it  not  ? 

Mr.  Thompson.  Long  enough  to  eniorce  settlement  and  bankrupt 
tiiem  on  the  board. 

Mr.  Taylor.  Whom  did  they  bankrupt  through  their  settlements? 

Mr.  Thompson.  For  instance,  there  was  one  case  prior  to  the  big 
cotton  crop  here.  The  actual  condition  of  things  was  that  there  was 
not  cotton  enough  to  keep  the  mills  working  at  full  capacity.  The 
cotton  was  not  m  existence.  The  United  States  Government  came 
out  and  announced  that  there  was  going  to  be  an  unusual  cotton 
crop  and  predicted  its  going  about  14,000,000  bales,  the  biggest  crop 
ever  known.  The  result  was  that  a  whole  lot  of  peo^e  rushed  in  and 
began  selling.  The  cotton  dropped  to  $28  a  bale.  When  the  actual 
crop  developed,  it  proved  to  be  16,000,000  bales,  and  the  prices 
went  up. 

Mr.  Ta YLOB.  Went  up  or  down  ? 

Mr.  Thobcpson.  They  went  up.  As  soon  as  the  big  crop  became 
certain  prices  went  up. 

Mr.  Taylor.  Why  was  that? 

Mr.  Thompson.  That  was  in  the  1912  crop. 

Mr.  Taylob.  I  should  think  it  would  be  the  other  way,  Colonel. 
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Mr.  Thompson.  You  never  can  tell  just  what  speculation  can  do. 
We  suppose  that  prices  are  governed  by  the  actual  relation  of  sup- 
ply and  demand,  but  they  are  not  They  are  governed  bv  what 
people  think  is  going  to  be  the  relation  to  supply  and  demana. 

Mr.  Taylor.  That  will  occur  anyway  where  you  arc  dealing  with 
futures,  and  you  can  not  help  yourself. 

Mr.  Thomi»son.  I  am  not  arguing  against  dealing  in  futures. 

Mr.  Taylor.  I  say  you  can  not  avoid  that  situation  if  you  use 
futures.  People  are  bound  to  guess  that  the  crop  is  going  to  be  so 
and  so,  and  they  can  not  help  themselves. 

Mr.  Thompson.  You  can  not  help  that.  That  is  going  to  have  its 
effect,  but  at  the  time  this  break  was  coming  it  was  a  break  on  the 
sale  of  the  old  months,  when  it  was  absolutely  certain  the  cotton 
was  not  there  to  deliver.  It  was  not  the  price  of  next  year  that 
broke  alone,  but  the  price  of  the  new  crop  broke.  That  break  was 
because  there  was  not  anybody  brave  enough  to  go  out  and  buy 
250,000  bales  of  cotton  in  store  in  New  York  and  take  it,  because  it 
was  known  to  be  bad  cotton,  and  it  was  expected  the  price  would  be, 
next  year,  very  low,  and  the  result  was  that  people  came  into  the 
market  and  the  price  went  down  and  down.  If  the  cotton  stored  in 
New  York  had  been  fair  average  cotton  you  could  have  taken  it  and 
shipped  it  to  the  spinner  and  the  bears  would  not  have  dared  to  do 
what  they  did.  They  knew  it  would  be  taken  up  if  the  bulls  had  not 
been  under  indictment.  There  were  not  any  bulls  right  then,  because 
they  were  all  expecting  to  go  to  jail.  When  that  took  place  they  had 
a  dead  open-ana-shut  proposition.  It  could  not  be  checked^  What 
finally  did  check  it  was  that  the  big  merchants  saw  that  they  could 
^et  more  money  by  taking  the  other  tack,  and  the  result  is  that  there 
IS  cotton  still  being  delivered  and  will  be  delivered  in  the  next  two 
or  three  jjrears  based  upon  the  9-cent  price, 

Mr.  Maguirb.  I  am  interested  to  know  how  the  Government  came 
to  make  that  mistake,  when  they  estimated  a  crop  of  14,000,000  bales. 

Mr.  Thompson.  They  estimated  14,000,000  bales  and  it  turned  out 
to  be  16,000,000. 

Mr.  'Maguire.  I  am  interested  to  know  how  they  reached  their  con- 
clusion. 

Mr.  Thompson.  Nobody  knew.  It  was  probably  made  by  some 
clerk  in  the  office  who  found  that  there  was  a  big  increase  in  the  acre- 
age and  came  to  the  conclusion  that  there  was  going  to  be  a  big  crop. 

Mr.  Heplin.  And  from  general  impressions  about  the  crop? 

Mr.  Thompson.  And  from  general  impressions.  I  knew  an  office 
boy  in  Liverpool  who  sent  an  order  over  to  New  York,  and  it  coming 
from  a  reliable  firm  and  the  people  not  knowing  he  was  an  office  boy, 
executed  it,  and  he  retired  from  business.    [Laughter.] 

Mr.  Sloan.  Col.  Hayne  suggested  that  the  estimate  was  14,760,000. 

Mr.  Thompson.  The  actual  estimate  of  the  Government  was  14,- 
750,000. 

Mr.  SiiOAN.  And  the  crop  was  16,000,000? 

Mr.  Thompson.  And  the  crop  was  16,000,000.  That  would  make  a 
difference  of  only  about  7  per  cent. 

Mr.  Sloan.  That  is  not  a  very  wide  margin  to  miss  it  on  a  guess. 

Mr.  Hefltn.  At  the  present  time  there  is  not  any  cotton  delivered 
on  the  New  York  market  at  all  ? 

Mr.  Thompson.  Yes;  every  now  and  then. 
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Mr.  Heflin.  He  can  not  afford  to  take  that  kind  of  cotton  at  any 
time. 

Mr.  Thompson.  I  do  not  know.  I  am  going  to  take  some  this  com- 
ing month.  They  have  got  it  so  devilishly  far  below,  and  they  have 
not  got  anybody  to  buy  now,  and  I  am  going  to  buy  cotton  ana  make 
the  boys  give  it  to  me. 

Mr.  Hefij:n.  Will  you  lose  by  it? 

Mr.  Thompson.  I  trust  not ;  but  it  is  something  I  can  not  tell  until 
I  get  there. 

Mr.  Hefuk.  You  can  not  tell  until  you  see  how  bad  it  is  ? 

Mr.  Thompson.  I  can  not  tell  until  I  see  how  bad  it  is.  It  may 
depend  upon  the  fact  that  I  am  the  only  one  taking  it;  and  in  that 
case  I  may  be  able  to  get  by,  and  again  I  may  not  be. 

Mr.  SiiOAN.  Was  not  the  Government  or  the  department  criticized 
for  having  estimated  that  crop  as  high  as  they  did  at  the  time  they 
did? 

Mr.  Thompson.  Oh,  yes;  they  were  criticized.  Nobody  knew  what 
the  crop  was  going  to  be. 

Mr.  Maguirb.  Does  the  cotton  exchange  make  a  separate  estimate 
themselves  of  the  crop? 

Mr.  Thompson.  Various  members  do.  I  do  not  think  the  cotton 
exchange  does.  The  cotton  exchange  might  get  the  consensus  of  a 
number  of  their  people  and  put  that  out,  but  the  cotton  exchange 
does  not  itself  make  an  investigation  and  an  estimate  based  on  that. 

Mr.  GiiENNY.  I  would  like  to  correct  Col.  Thompson  on  that.  I  do 
not  think  in  New  York  they  do  that.  The  cotton  exchange  does  not 
even  put  out  a  consensus  of  opinion.  The  cotton  exchange  has  noth- 
ing to  do  with  that  policy. 

Mr.  TAYiiOR.  How  long  does  the  fanner  who  raises  the  cotton  keep 
it  in  his  possession? 

Mr.  Thompson.  Very  frequently  he  hauls  it  to  the  gin  and  never 
takes  it  back  again.  Sometimes,  when  he  feels  a  little  bullish,  he 
hauls  it  back  and  keeps  it  in  his  yard  for  a  while. 

Mr.  Young.  The  rule  is  to  sell  it  the  day  he  takes  it  to  town. 

Mr.  Tatix)r.  Therefore,  as  a  general  rule,  the  farmer  is  not  inter- 
ested in  the  price  of  cotton  after  he  has  it  ginned,  but  the  prices  after 
that  somebody  else  is  interested  in?    Is  not  that  correct? 

Mr.  Thompson.  That  is  practically  correct.  The  difficulty  about 
that  being  correct  is  this,  that  you  will  notice  that  they  are  offering 
cotton  for  sale  now  for  delivery  in  the  future,  and  they  have  got  the 
price  of  the  cotton  for  those  deliveries  $4  to  $5  a  bale  below  the 
curb.  That  is  done  to  get  the  producers  accustomed  to  the  idea  of 
low  prices,  so  that  when  they  start  in  they  will  start  off  on  a  low 
basis. 

Mr.  Taylor.  Would  that  not  happen  anyway  with  your  uniform 
contract  ?  How  are  you  going  to  prevent  that  change  in  prices  from 
month  to  month  if  you  are  going  to  have  a  cotton  mart  and  a  cotton 
market? 

Mr.  Thompson.  If  you  will  pass  some  kind  of  legislation  and 
make  it  possible  to  say  to  Frank  Hayne  he  can  go  and  buy  cotton, 
we  will  go  and  buy  it. 

Mr.  Tayi-or.  You  wUl  go  out  and  buy  it  from  the  merchant  him- 
self? ' 
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Mr.  Thompson.  No;  I  will  go  buy  it  from  the  cotton-exchange 
man,  I  am  not  fitted  to  buy  it  from  the  merchants,  to  buy  the 
actual  stuff,  but  I  am  fitted  to  buy  up  the  contracts. 

Mr.  Taylor.  If  you,  as  a  manufacturer,  would  deal  in  this  con- 
tract, and  you  would  deal  on  the  exchange,  and  you  would  buy  this 
standard  contract.  I  know  that,  but  that  will  not  prevent  the 
fluctuation  in  price,  and  it  will  not  prevent  the  change  in  price  from 
month  to  month,  and  it  will  not  prevent  the  prices  being  fixed  for 
the  farmer.  It  will  be  fixed  just  the  same.  Somebody  must  fix  the 
prices,  and  they  will  be  .fixed  just  as  they  are  now,  and  you  will  be 
protected  by  your  standard  contracts.    Tnat  is  it,  is  it  not  ? 

Mr.  Thompson.  Since  these  men  have  the  reading  of  the  barometer 
and  they  get  a  true  reading  instead  of  a  reading  which  is  false.  You 
will  have  a  true  barometer  instead  of  an  untrue  barometer. 

Mr.  Young.  The  man  who  is  deceived  by  the  untruth  is  the  man 
who  has  not  the  knowledge  and  ability  to  protect  himself,  the 
farmer. 

Mr.  Thompson.  And  I  will  tell  you  something  about  the  dealing  in 
contracts.  Any  man  who  will  watch  the  quotations  in  October, 
along  about  the  bottom  of  October,  will  buy  a  contract  for  May 
delivery,  will  make  money.  About  14  times  out  of  16  you  t>uy  at 
low  price  in  October  for  May  delivery  and  you  will  make  money 
before  May. 

Mr.  Haugen.  Does  the  farmer  ever  sell  his  cotton  direct  to  the 
exchange? 

Mr.  Thompson.  I  did  not  understand  that. 

Mr.  Haugen.  Does  the  farmer  ever  ship  his  cotton  direct  to  the 
spinner  or  to  the  market? 

Mr.  Thompson.  Only  in  the  case  of  a  large  planter.  I  suppose 
that  the  average  farm  yield  is  not  much  over  10  bales.  I  should 
think  it  is  somewhere  around  10,  or  15  bales  at  the  most.  Oc- 
casionally you  will  find  a  large  concern  that  will  raise  several 
hundred  bales,  who  will  deliver  directly.  But  I  am  talking  about 
the  great  mass  of  the  people,  the  small  man,  the  one-mule  or  two- 
mule  man.  Their  cotton  comes  out  and  goes  to  pay  their  debts. 
One  bale  goes  to  the  landlord  and  one  bale  soes  to  his  family,  and 
the  balance  goes  to  the  storekeeper  who  supplies  him. 

Mr.  Haugen.  Under  the  present  arrangement  the  cotton  grower 
is  in  the  same  position  as  the  grain  grower.  He  ships  it  to  the 
market,  and  there  is  nobody  there  to  grade  it  for  him,  excepting  the 
man  that  buys  it,  and  he  puts  his  own  price  and  his  own  grade  upon 
if.    Is  that  the  case? 

Mr.  Thompson.  Yes. 

Mr.  Haugen.  He  has  no  protection  whatever. 

Mr.  Thompson.  No.    He  deals  direct  with  the  buyer. 

STATEMENT  OF  MB.  J.  C.  HILL,  NEW  TOBE  CITT. 

The  Chairman.  Mr.  Hill,  give  the  stenographer  your  residence 
and  your  business. 

Mr.  Hn.L.  My  name  is  J.  C.  Hill. 

Gentlemen,  I  did  not  come  down  to  make  a  speech.  I  came  down 
merely  to  give  a  lot  of  technical  answers  to  questions  that  you  might 
ask  me.  I  suppose  outside  of  Mr.  Hayne  that  I  am  probably  the 
oldest  man  in  the  cotton  business  in  the  room. 
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Mr.  Hayne  claims  41  years  of  experience,  and  I  am  too  young  a 
man  to  claim  that  much.  I  have  been  in  all  phases  of  the  cotton  busi- 
ness, from  raising  it  to  speculation  (or  gambling,  if  you  want),  and  I 
have  been  dealing  in  spot  cotton. 

Some  time  ago  I  was  engaged  for  Col.  Thompson  in  giving  him 
my  ideas  of  the  modification  of  the  New  York  contract.  While  I 
was  in  process  of  writing  that  out  Mr.  Meadows,  of  the  office  of  mar- 
kets, asked  me  to  amplify  and  finish  the  article  and  send  it  to  him, 
which  I  did. 

The  Chairman.  Who  is  Mr.  Meadows  ? 

Mr.  Hnx.  Mr.  Meadows  is  a  technologist  in  the  Office  of  Markets, 
Department  of  Agriculture.  I  finished  that  and  sent  it  to  him. 
Afterwards  I  got  a  letter  from  Mr.  Lever  asking  me  what  sugges- 
tions and  changes  I  would  make  in  his  bill.  I  sent  him  the  letter  I 
sent  to  Mr.  Meadows  on  the  same  subject  I  think,  if  I  can  read  this 
letter,  and  my  written  suggestions,  I  will  expedite  the  business  of  the 
day  and  can  get  quickly  on  my  feet. 

I  have  had  everything  else  done  to  me  that  these  gentlemen  who 
have  preceded  me  have  had  done  to  them,  except  I  nave  not  been 
indicted  yet,  and  I  am  willing  to  have  that.  too. 

The  Chahiman.  I  suggest  that  Mr.  Hill  read  this  letter  to  Mr. 
Meadows  and  afterwards  the  members  of  the  committee  may  ask  him 
anv  questions  they  desire. 

Mr.  Hnx.  I  think  I  had  better  give  you  my  original  suggestions 
first  and  read  my  letter  to  Mr.  Meadows  after  criticizing  your  bill, 
•the  Senate  bill  and  the  other  bills. 

The  Chahiman.  That  would  be  very  good,  sir. 

Mr.  HnjL.  These  suggestions  were,  mind  you,  not  to  go  to  a  legis- 
lative committee,  but  were  prepared  to  go  to  the  cotton  exchange 
itself,  to  go  before  the  board  of  governors  of  the  cotton  exchange. 

I  have  been  asked  to  state  in  detail,  my  views  as  to  what  modifica- 
tions should  be  made  in  the  New  York  contract. 

I  am  quite  well  aware  of  the  criticism  these  suggestions  will  bring, 
and  am  willing  to  listen  to  those  criticisms  if  you  really  know  the 
cotton  business,  and  if  you  have  no  market  interest  to  bias  your 
views. 

Personally,  I  think  the  present  contract  is  a  perfectly  fair  one  in 
every  way,  but  it  takes  an  algebra  to  prove  it,  and  those  who  do  not 
know  (and  can  not  learn)  the  cotton  business  are  handicapped  in 
using  the  present  contract.  The  necessity  of  changing  our  style  of 
doing  business  is  merely  to  pacify  criticism,  and  to  make  the  contract 
easier  to  understand  than  our  present  style  of  contract.  The  con- 
tract we  have  is  not  a  vicious  contracts— it  is  one  that  has  been 
slandered.  It  seems  to  me  apparent  that  we  must  change  our  contract, 
and  since  it  is  so  delicate  a  piece  of  mechanism,  those  who  understand 
the  business  best  should  make  the  necessary  changes  rather  than  to 
have  these  modifications  thrust  upon  us  by  those  who  do  not  know, 
and  can  not  understand  the  many  ramifications  of  the  cotton  busi- 
ness. My  ideas  are  embodied  in  the  11  following  suggestions.  My 
suggestion  is  that  Congress  enact  a  simple  law  requiring  our  adop- 
tion of  clause  No.  1,  No.  2,  No.  3,  Nb.  10,  and  No.  11,  then  let  the  New 
York  Cotton  Exchange  voluntarily  accomplish  the  balance  of  the 
dianges.    I  feel  quite  sure  that  the  political  powers,  were  we  to  show 
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this  sort  of  spirit,  would  be  satisfied  with  these  changes,  and  that 
these  changes  would  add  substantially  to  the  volume  of  our  business 
and  materially  to  the  character  of  that  business. 
Here  are  the  proposed  changes: 


(1)  Government  standards. 

0 


2)  Commercial  differences  to  be  established,  if  possible,  by  the 
Department  of  Agriculture  at  Washington  or  the  ]Bureau  of  Com- 
merce and  Labor. 

(3)  Contract  to  call  for  an  even-running  delivery  of  100  bales  of 
any  one  grade.  (However,  a  mixed  delivery  could  be  made,  the 
seller  paymg  the  receiver  a  penalty  of  50  cents  per  bale  provided  not 
more  than  a  half  grade  above  or  below  any  one  fixed  grade,  or  a 
penalty  of  $1  per  bale  if  the  delivery  contains  a  variety  of  grades 
more  than  one-naif  grade  away  from  any  one  fixed  grade.) 

(4)  We  should  have  not  more  than  one  grade  on  any  one  slip. 

(5)  Each  bale  should  be  separately  tagged  and  all  samples  should 
carry  a  coupon  on  which  the  grade  and  weight  and  date  of  arrival 
should  appear. 

(6)  No  pro  forma  should  be  permitted,  and  to  prevent  this  my 
suggestion  is  to  cease  trading  in  any  month  on  the  first  day  of  that 
month  instead  of  on  the  last  day. 

(7)  After  cotton  has  remained  here  one  year  it  should  not  be  pre- 
sented again  for  recertification ;  the  fact  of  its  having  stayed  here  that 
long  indicates  something  besides  grade  being  the  matter  with  it,  and 
the  last  owner  of  it  should  be  forced  to  dispose  of  it  commercially. 

(8)  We  should  build  warehouses  of  our  own,  huge  in  size^  capable, 
of  holding  an  immense  quantity  of  cotton.  An  assessment  of  $500 
on  each  membership  would  do  this. 

(9)  Let  each  certificate  of  grade  also  be  a  certificate  of  insurance 
covering  that  cotton  at  a  fixed  price  per  month  during  its  stay  in 
New  York. 

(10)  Limit  our  deliveries  from  low  middling  to  good  middling, 
and  not  below  middling  if  tinned.  Limit  the  staple  from  seven- 
eighths  to  1^  inches.  This  description  covers  80  per  cent  of  any  cot- 
ton crop  in  any  year,  and  our  contract  should  not  cover  the  entire 
crop ;  it  it  does  we  are  likely  to  get  the  very  least  desirable  portion 
of  it. 

I  think  that  we  should  not  disqualify  more  than  10  per  cent  of  any 
cotton  crop.  The  office  of  markets  is  engaged  in  an  investigation, 
and  I  suppose  you  gentlemen  will  pet  the  result  of  it  and  we  will  not. 
They  are  engaged  in  an  investigation  as  to  how  much  cotton  is  below 
seven-eighths  of  an  inch  staple  and  as  to  how  much  is  below  low 
middling  cotton.  If  that  investigation  discloses  that  generally  we 
would  disqualify  more  than  10  per  cent  of  the  cotton  crop  I  would 
enlarge  that  contract  so  as  to  embrace  fully  90  per  cent  of  the  cotton 
crop.  I  do  not  speak  of  the  linters,  boUies,  and  one  thing  and 
another. 

(11)  Do  not  postpone  for  a  year  to  begin  trading  in  the  new  con- 
tract. The  public  are  too  clamorous,  and  we  could  easily  trade  in  the 
new  style  of  contract  to-morrow  if  we  wished,  it  only  being  necessary 
to  trade  in  old  July  and  new  July  to  accomplish  this. 

Having  read  thus  far,  you  have  my  views  in  concrete  form.  If 
you  want  my  reasons  in  detail  follow  me  into  these  "obse^ons,'' 
otherwise  you  have  heard  enough.    My  idea  at  the  moment  is  that 
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the  members  of  the  New  York  Exchange  should  bring  these  matters 
to  the  attention  of  the  governing  board,  and  that  they  should  ap- 
point a  committee  (a  small,  harmonious,  and  intelligent  one)  to 
draft  these  ideas  into  our  by-laws  and  constitution. 

The  New  York  Cotton  Exchange  contract  has  been  the  matter  of 
some  discussion  and  much  criticism  over  a  period  of  years. 

I  gave  evidence  before  this  committee  21  years  ago,  gentlemen,  in 
July,  on  the  option  legislation.  That  was  in  1893.  I  do  not  think 
Mr.  Glenn;^  was  there.  I  gave  evidence  before  that  committee,  and 
I  trust  I  will  give  the  same  evidence  now. 

Mr.  Glenny.  I  was  there,  but  I  did  not  give  evidence. 
Mr.  Hiii..  This  criticism  is  resultant  from  five  different  reasons, 
which  I  will  endeavor  to  arrange  in  the  order  of  their  relative  bear* 
in£r  on  the  case : 

1)  Ignorance  plus  politics. 

'2)  Ignorance  plus  an  incorrect  market  position  of  the  critic. 
;3J  Ignorance,  just  plain,  unvarnished  boneheadedness. 
4)  Ignorance  plus  impracticable,  impossible,  chimerical)  revolu- 
tionary, dreamy  reforms. 

(5)  A  few  actually  merited  criticisms  due  to  real  faults  in  our 
present  system. 

Politics  is  an  incurable  disease,  both  contagious,  infectious,  epi>- 
demic,  and  demagogic.    This  is  useless  for  us  to  combat. 

It  is  also  useless  to  combat  the  criticisms  of  those  who  h&ve  aH 
incorrect  market  position.    They  will  be  with  us  always. 

Ignorance  on  tne  part  of  the  layman  will  probably  continue  to 
exist  as  long  as  we  make  a  contract  that  has  to  be  defended  in  an 
algebraic  way  indtead  of  plain  arithmetical  methods.  But  few  lay- 
men know  algebra. 

Our  present  contract,  for  instance,  by  using  an  algebra  can  be 
proved  to  be  on  a  parity  with  other  markets,  although  by  simple 
arithmetic  our  market  looks  much  lower  than  other  markets^  The 
necessity  of  using  an  algebra  to  bring  our  market  to  a  proper  ex- 
pression is  due : 

(1)  To  .a  different  standard  of  grades  than  those  used  in  other 
places,  and 

(2)  Our  fixed  differences  between  grades  do  not  always  coincide 
with  actual  commercial  differences.  Therefore  our  market  does  not 
always  express  itself  as  a  basis  middling  contract,  but  very  often, 
just  as  now,  expresses  itself  as  a  basis  of  strict  good  ordinary  con- 
tract. 

It  would,  of  course,  simplify  the  problem  greatly  if  every  market 
in  this  country  used  the  same  grade  standard  and  the  same  differ- 
ences of  value  between  the  various  grades.  Can  this  be  brought 
about  except  by  wholesale  adoption  of  Government  standards  of 
both  grade  and  of  differences  between  grades  ? 

This  problem  is  made  the  more  complex  when  I  state  that  even  were 
we  to  adopt  and  adhere  to  Government  standards  of  grades  and  of 
differences,  we  would  still  occasionally  in  this  market  have  to  prove 
by  algebra,  and  not  by  arithmetic,  that  we  were  in  line  with  other 

markets. 

For  inevitably  an  accumulation  of  cotton  of  questionably  de- 
sirable spinning  character  would  be*lodged  here  unless  some  new 
method  of  grading  cotton  other  than  that  which  now  exists  is  devised- 
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To  illuminate  this  statement  I  will  have  to  furnish  an  illustration, 
and  this  illustration  I  want  you  to  carefully  and  intelligently  absorb. 

If  we  were,  to-morrow,  to  send  Mr.  Mellette  and  his  entire  corps 
of  trained  assistants  (the  classification  committee  of  the  New  York 
Cotton  Exchange)  all  of  them  properly  equipped  with  a  Govern- 
ment type  of  middling  cotton,  into  100  various  towns  of  the  South 
and  instruct  them  to  match,  with  exceeding  care,  their  type  of  Gov- 
ernment standard  of  middling  with  a  bale  of  middling  m  each  of 
these  100  towns,  and  then  to  purchase  and  ship  to  New  York  this 
cotton,  bale  by  bale,  when  it  arrived  there,  although  supposed  to 
be  identical  in  grade,  its  real  spinning  value  would  be  far  £rom 
uniform.  In  fact,  the  difference  in  the  actual  value,  intrinsically 
measured  between  the  best  and  the  worst  bale,  might  be  fully  a  cent 
per  pound,  although  each  of  them  would  technicaUy  match  uie  Gh>v- 
emment  type  of  middling  cotton  beyond  any  possible  criticism.  This 
difference  m  value  is  not  necessarily,  nor  always,  a  question  of  the 
length  of  the  staple,  but  it  is  an  intangible  quality  called  ^  character," 
the  strength  or  the  brawniness,  the  amount*  of  oil  retained,  the 
propensity  to  waste,  all  being  contributory  to  its  spinning  value 
and  as  hard  to  explain  to  a  layman  as  it  is  for  the  cigar  smoker  to 
explain  the  occasional  cigar  unsatisfactory  out  of  a  box  of  his  favorite 
brand. 

It  is,  indeed,  an  astonishing  statement  to  make  that  middling,  so 
lonj^  ingrafted  into  the  phraseology  of  cotton  terms,  is  not  a  de- 
scriptive word^  and  defines  in  but  a  meager  way  that  which  it  intends 
to  mean.  It  is  as  meaningless  in  describing  cotton  as  the  words, 
"  bay  horse  "  would  be  in  describing  horses.  The  phrase  "  100  bales 
of  middling  cotton  "  is  but  little  more  accurate  than  would  be  the 
phrase  "  100  bay  horses." 

Suppose  we  had  a  ^'  horse  exchange  "  and  bought  and  sold  horses 
by  so  meager  a  description  as  mere  color.  It  would  be  inevitable 
that  in  time  our  certified  stock  of  horse  stock  would  become  suited 
to  no  other  purpose  than  "  soap  stock." 

To  carry  this  idea  further  and  make  it  plainer,  suppose  you 
should  make  your  contract  for  the  future  delivery  of  horses  read 
as  follows : 

For  and  In  consideration  of  $100  per  head  I  hereby  agree  to  deliver  to 
John  Jones,  during  the  month  of  March,  100  bay  horses,  the  basis  of  this 
price  being  a  0-year-old  horse  (middling  horse).  Horses  of  other  ages  can 
be  delivered  with  the  following  additions  or  deductions  in  value :  If  the  horse 
be  10  years  old  (strict  low  middling),  $5  per  horse  deduction;  if  the  horse  be 
11  years  old  (low  middling  horse),  $10  per  animal  reduction,  etc. 

Even  under  these  restrictions  and  conditions  you  might  still  catch 
in  your  delivery  a  lot  of  unbroken  bronchos  or  a  lot  of  spavined  truck 
horses.  Then,  suppose  you  should  go  still  further  in  the  restrictions 
of  your  contract,  and  include  the  height  and  weight  of  horses  as  an 
added  difference  in  value,  making  15  hands  high  and  1,100  pounds  in 
weight  the  standard  from  which  additions  or  deductions  are  to  be 
made.  Then  your  100  head  of  March-delivery  horses  might  still 
bring  100  big-hoofed,  hairy-fetlocked  Percheron  monsters,  void  of 
any  speed,  spirit,  or  action,  except  in  Rose  Bonheur's  pictures. 
These  added  restrictions  might  prevent  the  delivery  of  some  of  the 
undesirables,  but  not  all. 
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A  good  horse  trader  could  take  a  contract  for  100  bay  horses  in 
which  the  height  was  specified,  the  weight  and  color  agreed  upon, 
and  make  a  very  bad  delivery,  if  he  wished,  and  had  no  business 
reason  for  not  making  a  bad  one,  for  how  easy  would  it  be  to  gather' 
together  100  horses,  15^  hands  high,  bay  color,  9  years  old,  1,200 
pomids  weight,  soimd  of  wind  and  limb,  and  bring  them  alongside  of 
another  100  horses  of  exactly  the  same  description,  and  the  differ- 
ence in  value  between  the  one  lot  and  the  other  might  be  easily  $50 
or  $100  per  head. 

A  good  judge  of  horses  could,  if  the  American  Ice  Co.  were  to  em- 
ploy him,  take  some  particular  type  of  animal  best  suited  to  pulling 
an  ice  wagon,  and  match  it  in  size,  color,  speed,  action,  temperament, 
utility,  and  finally  in  intrinsic  value,  and  likewise  so  could  Mr. 
Mellette  and  his  corps  of  assistants,  were  they  asked  to  buy  100 
bales  of  middling  cotton,  matching  one  another  in  color,  in  staple, 
and  in  intrinsic  value,  closely  approximate  such  a  result,  but  if  our 
classification  committee  are  compelled  to  confine  themselves  to  ad- 
hering strictly  and  literally  to  matching  a  bale  of  cotton  presented  to 
them  with  a  Government  tvpe,  and  they  are  allowed  no  latitude  of 
viewing  that  bale  cotton  for  that  indefinable  quality  "character," 
then  we  may  expect  the  professional  in  cotton  to  ^ve  the  contract 
market  the  least  spinnable  and  the  least  durable  of  nis  middling  cot- 
ton, and  to  ship  the  best  of  it  immediately  to  the  mill.  To  continue 
in  pleasant  ana  profitable  business  relations  with  his  spinner  friend 
compels  him  to  scrutinize  the  shipment  for  its  character,  while  no 
such  obligation  exists  to  the  unknown  party  who  will  finally  take 
his  delivery  under  our  rules.  Our  obligation  to  protect  the  buyer  is 
just  as  keen  as  our  obligation  is  to  protect  the  seller,  and  we  should, 
so  far  as  possible,  have  our  cotton  here  delivered  represent  the  actual 
value  of  the  grade  we  place  upon  it. 

Mr.  Tayix>r.  Excuse  me,  Mr.  Hill ;  but  is  there  not,  as  a  matter  of 
fact,  a  certain  feeling  between  the  broker  and  his  client  that  thf 
broker  tries  to  please  his  client,  the  merchant? 
Mr.  HiLj^  Yes,  indeed. 
Mr.  TAYiiOR.  That  is  his  desire,  of  course. 

Mr.  HiiaL.  Oh,  yes;  but  this  is  still  the  unknown  buyer  who  is  de- 
livering cotton  to  the  unknown  seller. 
Mr.  Tatlor.  On  a  future  contract? 

Mr.  HiLi*  On  a  future  contract;  and  he  only  has  to  deliver  what 
the  specifications  call  for. 

What  is  true  of  horses  is  true  of  cotton.  You  can  not  draw  a 
document  so  tight  and  so  closely  descriptive  in  writing  that  it  can 
not  be  complied  with  and  still  a  delivery  made,  literally  and  legallj^, 
of  100  bales  of  middling  cotton  or  100  "  middling  "  horses,  and  m 
each  instance  let  the  delivery  prove  a  disappointment  to  the  receiver. 
If  you  tighten  up  on  the  description  of  the  horses  by  qualifying  that 
they  are  to  be  suited  for  draft  purposes  or  for  riding  purposes  or 
for  the  speedway ;  if  you  specify  that  they  shall  be  free  from  blemish, 
well  broken,  etc,  etc.,  every  added  descriptive  word  limits  the  liabil- 
ily  of  an  undesirable  delivery ;  and  so  it  is  in  the  delivery  of  cotton. 
If  our  contract  here  precluded  the  delivery  of  cotton  of  less  than 
seven-eighths  of  an  inch  in  staple,  we  would  remove  60  per  cent  of 
the  possibility  of  unspinnable  cotton  coming  to  us. 
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If  we  limit  the  grades  to  be  delivered  to  nothing  below  low  mid- 
dling, we  remove  another  30  per  cent  of  the  cotton  which  might  be 
criticized  for  its  lack  of  character.  There  is,  however,  cotton  of  1 
inch  or  l^-inch  staple  with  a  fiber  so  weak  that,  although  the  yard- 
stick would  show  it  to  be  of  full  length,  it  is  still  far  from  desirable. 
Just  how  to  exclude  this  cotton  from  delivery  is  an  enigma,  unless 
we  should  have  all  cotton  passed  upon  for  its  <3iaracter  by  some  com- 
petent judge  or  dasser  whose  powers  were  autocratic,  or  unless  we 
disregard  the  names  of  all  grades  and  have  our  classer  class  it  for 
value,  calling  it  worth  50  points  under  middling  or  42  points  over 
middling,  as  the  case  may  be,  and  leave  the  price  to  suggest  the  ^rade. 
This  style  of  doing  business,  however,  is  at  the  moment  uninviting, 
since  the  average  buyer  of  cotton  needs  smne  phraseology  or  descrip- 
tion, as  well  as  figures  of  the  value,  before  he  invests.  Our  contract 
might  well  be  made  also  to  exclude  cotton  under  low  middling  in 
value.  Those  people  who  can  class  cotton  under  low  middling  in 
value,  or  cotton  of  higher  grades  than  good  middling,  have  learned 
the  algebra,  triffonometr^,  astronomy,  and  the  calculus  of  the  busi- 
ness.   Am  I  right,  Mr.  Glenny? 

Mr.  Glenny.  Well,  I  suppose  you  are,  in  substance. 

Mr.  Hill.  What  I  mean  is  that  the  men  who  can  class  good  ordi- 
nary and  strict  good  ordinary  and  the  man  who  can  distinguish  be- 
tween middling  fair  and  strict  good  middling  fair  are  very  rare. 
There  are  very  few  classers  who  can  do  that. 

Mr.  Glenny.  Yes;  but  when  you  used  the  word  "  algebra,"  in  the 
first  part  of  your  rwnarks,  it  meant  something  not  understandable, 
and  if  you  use  the  word  in  the  same  sense  this  time  it  does  not  apply 
to  the  situation. 

Mr.  Hill.  No;  I  used  it  in  the  sense  of  a  man  who  had  fairly 
learned  his  business. 

Mr.  Glenny.  Then  I  will  qualify  my  answer. 

Mr.  Hill.  The  men  who  can  class  cotton  above  or  below  those 
grades  may  be  compared  with  the  horse  trader  who  has  learned  to 
tell  the  age  of  a  horse  who  has  passed  his  ninth  year,  after  which 
there  is  no  change  of  teeth.  Cotton  of  higher  grade  than  good  mid- 
dling should  not  be  permitted  in  our  deliveries  except  at  a  good  mid- 
dling price. 

The  Sea  Island  cotton  crop  is  sold  by  a  private  treaty,  likewise 
also  cotton  raised  in  the  Delta  and  other  sections  carrying  a  staple 
of  1^  inches  to  1^  inches.  Extremely  low  grades,  boUies,  and  linters 
are  all  treated  as  a  proposition  separate  from  the  ordinary  run  of 
cotton  receipts. 

Fully  80  per  cent  of  any  and  every  cotton  crop  raised  is  embraced 
within  the  following  description :  Low  middling  to  good  middling, 
seven-eights  inch  to  one  and  one-eight  inches  staple,  and  if  any  con- 
tract covers  80  per  cent  of  a  crop  there  is  no  reason  why  the  other 
20  per  cent  should  not  find  its  own  market  in  its  own  way. 

Another  confusing  trouble  with  our  present  system  is  that  each 
bale  is  not  separately  tagged  and  classed  and  we  are  unable  to 
separate,  without  great  expense  and  equipment,  the  desirable  from 
the  undesirable. 

Should  we  remedy  this  we  would  put  everyone  on  an  equal  foot- 
ing without  any  serious  necessity  of  their  maintaining  an  expensive 
spot  equipment.    Not  only  should  we  class  each  bale  of  cotton  sepa- 
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rately,  but  we  should  not  permit  our  classification  committee  to  in- 
clude more  than  one  grade  on  any  one  slip. 

Our  basis  price  should  be  the  price  of  an  even  running  lot  of  one 
grade  with  a  penalty  assessed  if  more  than  one  grade  be  delivered 
and  that  penalty  should  be  large  enough  to  induce  experts  to  make 
the  mixed  contracts  quickly  become  even  running  contracts.  They 
would  do  so  if  the  reward  were  large  enough.  You  will  note  I  sug- 
gest the  contract  is  to  call  for — ^not  d^nand — even  rimning  delivery* 
There  will  be  plenty  of  professional  "  unscramblers  "  of  mixed  grade. 
As  even  running  delivery,  or  an  approximately  even  running  de- 
livery is  salable  in  the  markets  of  the  world,  at  60  cents  to  $1  per 
bale  higher  than  a  mixed  delivery,  and  therefore,  if  we  make  our 
contract  express  itself  in  an  even  running  fashion,  we  will  have  a 
contract  that  expresses  itself  at  50  cents  to  $1  a  bale  higher  than  it 
would  express  itself  if  this  class  were  not  there.  It  is,  of  course, 
unfair  and  unjust  to  prevent  the  delivery  of  mixed  grades,  but  the 
owner  of  such  grades  must  suffer  the  commercial  penalty  in 
our  market  just  as  he  suffers  it  in  any  other  market  of  the 
country.  A  man  in  the  South  wishing  to  ship  cotton  here  would 
quickly  learn  that  instead  of  shipping  us  sweepings,  odds  and  ends, 
and  misfits  it  were  to  his  commercial  advantage  to  ship  us  even 
running  grades  and  to  sort  them  at  home  rather  than  ship  them  up 
here  and  let  those  of  us  who  accepted  the  mixed  delivery  reassert 
them  in  our  classing  room  and  tender  them  back  in  even  running 
form.  If  we  adopt  a  contract  of  this  character,  we  would  have 
specialists  in  mixed  lots  to  whom  we  might  apply  for  8  bales  of 
low  middling  or  13  bales  of  strict  middling  or  9  bales  of  this  grade 
or  12  bales  of  that  grade  to  complete  our  100-bale  lots,  and  these 
small  lots  could  be  secured  at  a  very  slight  premium  or  disposed  of 
at  a  very  slight  concession,  just  as  lO-share  lots  of  stock  are  dis- 
posed of  in  the  big  stock  exchange  by  the  specialists,  and  thei^eby 
fill  out  a  mixed  lot  into  an  even  running  lot  and  no  notice  of  delivery 
of  a  mixed  lot  of  cotton  would  run  through  more  than  three  houses 
without  finding  some  one  willing  to  stop  it,  split  it  up,  and  make  an 
even  running  lot  out  of  it  to  avoid  paying  the  penalty,  which  pre- 
scribes 50  cents  per  bale  on  nearly  even  running  lots  and  $1  per  bale 
on  mixed  lots. 

The  quotations  published  daily  for  southern  spots  is  for  even- 
running  lots.  Why  not  ours?  The  extra  clerical  force  needed  to 
class,  tag,  and  keep  track  of  each  bale  separately  would  not  cost  us 
half  as  much  as  our  annual  and  continual  effort  to  teach  the  public 
our  algebra.    Whv  not  make  it  an  easy  problem  in  arithmetic? 

Mr.  Qlennt.  May  I  interrupt  you  there,  Mr.  Hill? 

Mr.  Hnii.  Certainly. 

Mr.  Olenny.  You  made  the  statement  that  quotations,  as  pub- 
lished on  the  board  for  spot  cotton  in  southern  markets,  were  for 
even-running  lots.  I  do  not  think  that  is  quite  true,  because  they 
represent  the  grades  as  sold  in  that  particular  market,  and  they  do 
not  sell  from  the  factor's  table  even-running  lots  once  in  a  month ; 
it  is  more  or  less  the  average  of  the  table.  The  quotations  in  New 
Orleans,  for  instance,  are  made  by  a  spot  committee,  which  takes  into 
account  the  average  lots  sold  in  the  market. 

Mr.  Hnx.  My  opinion  was  that  they  were  predicated  on  sales  that 
were  made  in  even-running  lots. 
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Mr.  Glenn Y.  No;  thev  are  not. 

Mr.  Hill.  You  are  reierring  to  the  New  Orleans  market,  are  you ! 

Mr.  Glenny.  Yes. 

Mr.  Hill.  Well,  I  was  referring  to  certain  local  markets,  such  as 
Augusta,  Memphis,  and  Savannah. 

Mr.  Glenny.  I  think  you  will  find  the  same  thing  true  in  Au- 
gusta, Savannah,  and  Memphis. 

Mr.  Hill.  I  do  not  think  so.    I  think  you  are  wrong. 

Mr.  Glenny.  I  am  sure  I  am  not  wrong. 

Mr.  Hill.  I  know  that  that  was  the  case  in  1903.  I  am  referring 
to  the  spot  quotations  in  Little  Rock,  Ark. 

Mr.  Glenny.  I  was  not  speaking  of  Little  Bock.  I  was  speaking 
of  Memphis^  Augusta,  Savannah,  Galveston,  and  Houston.  I  think 
those  are  f&i^  representative  markets. 

Mr.  Hill.  Well,  I  think  you  are  mistaken. 

I  think  our  contracts  should  embrace  the  following  grades  only: 
Low  middling,  strict  low  middling,  middling,  strict  middling,  good 
middling,  middling  tinged,  strict  middling,  strict  middling  tinged, 
and  good  middling  tinged. 

The  intermediate  grades  are  familiar  to  the  shipper.  Our  dif- 
ferences are  so  wide  now  that  I  not  object  to  quarter  grades. 

The  Chairman.  I  beg  your  pardon,  I  did  not  catch  that. 

Mr.  Hill.  I  say  that  I  mentioned  only  low  middling,  strict  low 
middling,  and  good  middling;  but  I  thint  I  would  not  object  to  the 
({uarter  grades,  because  the  differences  are  so  great.  For  instance, 
if  you  ^ould  include  strict  good  ordinary  in  your  contract^  the 
dinerence  between  strict  good  ordinary  and  low  middling  is  so  wide — 
it  is  about  60  points,  I  think — the  dinerence  in  value,  both  commer- 
cial value  and  fixed  value. 

Mr.  Mabsh.  No;  it  is  from  125  down  to  75  points. 

Mr.  Hill.  Well,  that  is  too  wide  a  difference  not  to  have  an  inter- 
mediate grade. 

Another  delusion  that  some  people  have  is  that  a  good,  big  per- 
centage of  our  crop  is  less  than  three-fourths  of  an  inch  in  staple. 
This  IS  absolutely  not  correct.  As  a  matter  of  fact,  one  of  the  great- 
est faults  to  be  found  with  the  cotton  which  accumulates  in  New 
York  is  its  faulty  staple.  The  basis  price  for  cotton  delivered  on 
our  contract  should  be  for  seven-eighth  inch  staple.  Cotton  of  1- 
inch  staple  might  (I  don't  say  should)  carry  a  slight  premium; 
cotton  of  1^-inch  staple  still  a  higher  premium;  cotton  of  IJ-incli 
staple  still  a  higher  premium;  but  better  staple  than  1^  inch  only 
tenderable  at  the  premium  for  1^  inch,  just  as  cotton  better  than 
good  middling  should  not  be  tendered  except  at  a  good  middling 
price.  If  you  commence  to  offer  premiums  for  staple  you  enter  into 
a  confusing  contract,  one  that  is  like  trading  in  two  separate  stand- 
ards of  grades. 

Also  under  this  head  of  ignorance  there  are  more  obsessions  about 
how  to  determine  the  question  of  value  between  grades  than  any 
other  one  thing  in  the  cotton  trade.  Some  people  believe  that  an 
average  of  the  six  principal  points  in  the  South  would  determine 
these  differences.  Such  a  proposition  is  ridiculous.  As  a  matter  of 
fact,  many  of  these  southern  points  will  quote  strict  good  ordinary 
daily,  and  not  sell  a  bale  of  it  for  a  month ;  or  they  wul  quote  strict 
good  middling  daily,  and  not  sell  a  bale  of  it  for  four  months;  and, 
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in  addition  to  that,  if  these  differences  were  to  be  determined  by 
such  a  test,  it  would  not  be  hard  to  take  1,000  bales  in  any  one  of 
these  markets  on  any  one  day  and  widen  the  differences  one-half  cent 
a  pomid,  and  by  the  use  of  this  1,000  bales  6x  a  difference  of  50,000 
at  this  end. 

The  inexperienced  in  cotton  accept  blindly  the  ideas  that  Dallas, 
Memphis,  and  Augusta  quotations  of  the  value  of  such  grade  are 
accurate ;  that  they  are  a  chronicle  of  actual  transactions,  and  that 
the  differences  between  grades  are  conclusive.  Such  an  idea  is  pre« 
posterous.  It  is  even  questionable  if  the  quoted  price  of  any  one  of 
these  grades  is  published  correctly  sometimes. 

Bill  sells  Jim  a  horse.  It  is  really  a  middling  horse,  9  years  old. 
Bill  comes  around  to  the  horse  exchange  and  tells  the  committee,  ^'  I 
sold  that  10-year-old  bay  plug  for  $100."  Jim,  in  turn,  steps  in  and 
says,  "  I  bought  a  7-year-old  a  few  minutes  ago,  and  paid  $100  there- 
for."  The  spot  conmiittee  makes  a  guess,  and  establishes  a  quotation. 

Suppose,  however,  the  price,  quantity,  and  grade  should  be  correctly 

S'ven  by  both  buyer  and  seller — ^an  impossible  supposition — even 
en  it  would  require  a  graduate  in  higher  mathematics,  also  versed 
in  cotton,  to  get  the  algebraic  answer,  if  the  trades  were  made  in  two 
different  noiaiSiets. 

Mr.  Gi^ENNT.  May  I  ask  you  a  question  at  this  point,  Mr.  Hill? 

Mr.  Hn-i*.  Yes;  certainly. 

Mr.  GiiBNNT.  If  the  quotation  committee  employed  by  the  exchange 
visited,  from  day  to  day,  each  lot  of  cotton  sold,  they  being  experts, 
would  it  not  remove  your  objection? 

Mr.  Hill.  Yes,  indeed. 

Mr.  Glbnny.  Well,  that  is  the  case  in  New  Orleans. 

Mr.  Hill.  I  know  that  is  the  case  in  New  Orleans.  I  am  speaking 
of  the  six  or  eight  local  markets  settling  the  differences  in  grades, 
however. 

The  Cttaibman.  Before  you  leave  that  point,  Mr.  Hill — the  House 
bill  provides  that  the  Secretary  of  Agriculture  shall  select  these  eight 
marxets  and  get  the  average  of  commercial  differences  from  them; 
and  it  gives  the  Secretary  of  Agriculture  no  further  power  than  as 
he  gets  those  differences  from  uiose  eight  markets.  Won't  it  meet 
your  objection  to  that  if  we  were  to  insert  in  that  provision  the  words, 
^  Or  by  such  other  method  as  he  may  devise  "  ? 

Mr.  Hill.  If  I  had  to  retain  that  part  of  the  bill,  I  would  certainly 
insert  those  words. 

The  Cttaibman.  I  understand  your  position. 

Mr.  Hill.  I  would  leave  this  latitude  much  greater  than  you  now 
have  it. 

The  Chairman.  I  understand  your  position  to  be  in  that  respect 
that  you  would  leave  the  discretion  entirely  in  the  Secretary  of 
Agriculture. 

Mr.  Hill.  I  would  allow  him  to  find  the  commercial  differences 
in  his  own  way.  If  this  suggestion  pleases  him,  all  ri^ht  and  goo4 ; 
if  he  thinks  that  is  the  most  feasible  way,  that  is  all  right.  But  the 
Secretary  of  Agriculture  has  at  his  command  13  special  agents 
traveling  all  the  time.  Those  men  alone  could  keep  him  posted  twice 
a  week,  or  three  times  a  week,  as  to  what  they  found  as  to  current 
conditions  of  prices  in  the  communities  which  they  are  visiting. 


1082  KEGULATION  OF  COTTON  EXCHANGES. 

The  Chairman.  The  addition  of  those  words,  however,  would 
meet  your  criticism,  would  it? 

Mr.  Hill.  Oh,  yes;  if  that  part  of  the  bill  were  to  be  retained. 
Augusta  middling  is  about  equal  to  Dallas  strict  middling.  Augusta 
strict  good  ordinary  would  about  equal  Dallas  low  middling.  If, 
therefore,  you  find  what  the  difference  is  between  middling  and  strict 
good  ordinary  in  Augusta  it  should  equal  the  difference  of  strict 
middling  and  low  middling  in  Dallas,  and  then  you  must  reduce  each 
of  these  to  a  New  York  equivalent  beiore  you  could  say  our  difference 
of  value  between  grades  was  wrong. 

The  Chairman.  Now,  on  that  point,  Mr.  Hill,  because  it  is  right 
in  line  with  the  matter  you  are  discussing,  we  have  a  proviso  in  the 
Lever  bill  reading  as  follows: 

Provided,  That  for  the  purposes  of  this  section  Hueh  values  In  the  said  spot 
markets  based  upon  the  standards  for  grades  of  cotton  established  by  the 
Secretary  of  Agriculture. 

In  your  judgment,  would  that  proviso  have  the  effect  of  making 
these  various  spot  markets  adopt  the  Government  standard,  or  would 
you  make  that  compulsory? 

Mi\  Hill.  I  think  they  would  quickly  adopt  it  themselves.  A 
man  would  find  that  it  was  so  difficult  to  trade  in  the  old  standard, 
even  where  you  leave  the  old  one,  the  Government  standard  would  be 
so  popular  that  the  old  standard  would  die  of  its  own  inertia. 

The  Chairman.  May  I  ask  Mr.  Marsh  if  he  agrees  with  that 
opinion  ? 

Mr.  Mabsh.  I  do  not  agree  with  that,  Mr.  Chairman,  for  the  reason 
that  there  are  a  considerable  number  of  southern  markets  in  which 
the  vast  preponderance  of  business  is  export  business.  Now,  it  is 
inconceivable  to  me  that  the  exporters  who  dominate  those  markets 
should  be  willing  to  have  in  the  same  market  two  different  standards 
of  cotton  and  two  different  sets  of  differences — ^two  difference  sets 
of  quotations  for  the  different  grades  of  cotton. 

The  Chairman.  Mr.  Glenny,  what  is  your  judgment  about  that? 

Mr.  Glenny.  I  think  it  would  go  a  very  long  way  toward  the 
adoption  of  tlie  Government  standards  of  classification.  I  think 
the  prestige  given  a  market  of  that  character  would  be  sufficient  to 
induce  them  to  do  it,  and  it  really  makes  no  difference  to  a  market 
which  standard  is  used,  so  long  as  they  know  what  that  standard  is ; 
and  the  advantage  of  a  universal  standard,  particularly  as  relating 
to  future  markets,  is  inestimable,  for  the  reason  that  the  man  in  the 
far  country,  or  the  man  in  the  backwoods,  or  in  any  place,  can  at  all 
times  have  an  absolutely  accurate  knowledge  of  the  basis  of  the 
price  of  that  future  market ;  and  I  do  not  think  there  is  anything 
that  is  more  imjjortant  than  the  adoption  of  the  Government  stand- 
ards and,  if  possible,  a  law  to  compel  the  use  of  them. 

The  Chairman.  This  is  such  an  important  matter,  Mr.  Hill,  that 
if  you  will 

Mr.  Marsh  (interposing).  May  I  add  one  word,  Mr.  Chairman? 

The  Chairman.  Yes;  Mr.  Marsh. 

Mr.  Marsh.  In  what  I  said  I  was  proceeding  on  the  assumption 
that  there  was  to  be  no  legal  compulsion. 

The  Chairman.  Yes;  I  understand. 

Mr.  Marsh.  That  it  was  to  be  left  to  the  business  advantage  of  the 
markets,  so  to  speak,  to  bring  about  this  adoption  of  the  Government 
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standard.  No  one  is  more  in  favor  of  the  uniform  standards  than 
I  am,  but  I  do  not  believe  that  business  considerations  alone  will 
make  markets  which  are  predominantly  export  markets  run  two  sets 
of  standards  and  two  sets  of  differences,  as  they  would  have  to  do  if 
they  were  to  adopt  the  Government  standard. 

The  Chairhan.  I  am  trying  to  get,  if  Mr.  Hill  will  permit  a  fur- 
ther interruption,  the  judgment  of  you  gentlemen,  who  are  familiar 
with  the  trade,  as  to  whether  or  not  this  proviso  which  I  have  read 
would  be  voluntarily  accepted  by  the  trade;  whether  the  Govern- 
ment standard,  in  view  of  that  proviso,  would  be  voluntarily  ac- 
cepted by  the  trade.  If  not,  it  becomes  the  duty  of  the  committee, 
in  my  judgment,  to  make  the  acceptance  of  those  Government  stand- 
ards in  the  spot  markets  compulsory  if  we  can  do  i£  constitutionally. 
Mr.  Webb,  you  are  a  very  large  handler  of  cotton;  what  is  your 
judgment  as  to  that? 

Mr.  Webb.  I  think  that  the  cotton  merchant  would  adopt  it  right 
away. 

The  CHADBtMAN.  Voluntarily? 

Mr.  Webb.  Yes;  voluntarily,  without  any  legislation.  But  of 
course  a  cotton  merchant  gets  his  quotations,  or  his  offers,  from  all 
over  the  world ;  he  might  get  an  offer  from  Liverpool  or  from  Havre 
or  from*Bremen  of  a  certain  price  for  cotton.  Well,  I  could  not 
sell  them  that  cotton  on  the  Government  standard,  because  their 
grade  would  be  different.  I  would  sell  them  on  the  Liverpool  classi- 
fication. But  we  could  do  that  all  right.  I  know  what  the  Liverpool 
classification  is;  I  would  sell  him  on  Liverpool  classification.  But 
in  business  done  in  America  we  could  sell  them  on  the  Government 
standard,  and  have  that  as  a  standard,  and  wire  it  out  to  that  point 
and  sell  nothing  but  the  Government  standard.  Of  course  with  the 
foreign  countries  we  would  have  to  sell  on  the  foreign  classification. 

The  Chairman.  Mr.  Parker,  will  you  give  us  your  views? 

Mr.  Parker.  I  agree  with  Mr.  Hill  and  Mr.  Glenny.  Going  a 
little  further,  my  own  judgment  is  that  if  the  Government  adopte  a 
standard  and  makes  it  compulsory,  as  I  think  they  should,  Liver- 
pool will  come  to  the  United  States  Government  standard,  and  you 
would  have  in  a  very  short  period  of  time  only  one  standard  along 
the  whole  line. 

Mr.  Gi-enny.  Mr.  Chairman,  I  used  the  word  "  universal." 

The  Chairman.  I  know  you  did,  Mr.  Glenny,  and  I  think  it  is  a 
very  good  coinage. 

1  ou  may  proceed,  Mr.  Hill. 

Mr.  Hnx.  I  will  say  that  a  ^eat  many  of  these  types  are  for  ex- 
port. We  sell  it  there  by  types  instead  of  by  grade,  and  we  standard- 
ize by  a  mark,  and  we  get  repeated  shipment  for  it.  At  the  begin- 
ning of  my  statement  I  mentioned  impracticable,  impossible,  chimer- 
ical, revolutionary,  dreamy  reforms  as  a  text.  The  number  of  im- 
practicable ideas  and  the  number  of  suggested  reforms  is  so  great  and 
so  far  at  variance  with  the  conduct  oi  the  cotton  business  that  it  is 
hardly  worth  while  to  disillusion  by  argument,  if  such  were  possible, 
the  originators  of  these  various  ideas.  The  most  foolish  of  them,  to 
my  mind,  are  these,  and  they  will  serve  as  an  illustration  for  the 
many  others: 

First.  The  trading  in  and  the  delivery  of  a  single  specific  grade 
on  our  contracts. 
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Second.  The  southern  warehouse  or  other  scattered  warehousing 
plan. 

Third.  Determining  by  spinning  test  the  difference  in  value  be- 
tween low  middling  and  middling  or  between  any  other  two  grades. 

These  might  be  enumerated  indefinitely,  but  these  three  will  serve 
the  purpose  of  illustrating  the  necessity  of  all  of  us  getting  together 
on  some  feasible  and  not  infeasible  plan. 

As  regards  trading  in  a  single  graae  for  a  stated  month  of  delivery, 
such  a  scheme  has  so  many  objections  that  it  is  rather  wonderful  that 
anyone  should  have  such  a  vision.  To  trade  in  9  grades  and  in 
12  months  would  mean  trading  in  108  different  options.  It  would 
be  next  to  impossible  to  surmise  in  September  what  grades  to  buy  or 
to  sell  for  December  delivery.  Except  for  the  most  staple  grades,  no 
one  would  dare  undertake  any  tradmg.  Who  would  have  temerity 
enough  in  September  to  sell  100  bales  of  middling  fair  or  100  bales 
of  strict  good  ordinary  to  be  delivered  the  following  January?  And 
even  were  we  to  wait  until  later  in  the  season  and  find  ourselves  lon^ 
on  one  of  these  outside  grades  and  sell  a  hedge  against  it,  we  would 
not  dare  to  do  other  than  tender  the  cotton  on  contract,  no  matter 
how  favorable  a  price  was  offered  us  by  the  mill. 

The  Chairman.  How  much  strict  middling  do  you  suppose  there 
is  in  stock  in  New  York  to-day? 

Mr.  Hiix.  About  1,500  bales. 

The  Chairman.  That  many  ? 

Mr.  Huaj.  Somewhere  between  1  bale  and  1,500  bales.  It  is  not 
above  1,500  bales. 

This  idea  which  is  embodied  in  the  Smith  bill — ^and  no  serious- 
minded  cotton  man  can  predict  any  other  thing  than  chaos  when  we 
attempt  to  trade  under  its  provisions.  The  market  would  have  to 
bid  up  or  offered  down  $2  to  $3  per  bale  at  times  to  find  some  one  who 
would  take  the  other  side  of  a  trade  in  an  odd  month  or  an  unusual 
grade.  Such  a  contract  is  wholly  impossible.  There  is  no  farm  in 
Qie  United  States  so  large  that  it  could  safely  guess  to-day  and 
specify  the  delivery  of  500  bales  of  any  one  even-running  grade  for 
delivery  next  October.  Specified  grades,  naming  single  grade  only, 
are  only  possible  to  those  who  handle  large  quantities  of  cotton,  and 
they  even  often  come  to  grief  because  of  such  promises,  and  there  are 
numberless  instances  in  the  career  of  every  spot  handler  that  would 
illustrate  this.  I  have  one  in  mind  that  serves  the  purpose  well 
indeed. 

In  1897  or  1898,  when  I  was  a  cotton  handler  in  western  Arkansas, 
I  sold  a  Providence  (R.  I.)  concern  1,000  bales  of  strict  middling 
1^-inch  cotton,  to  be  shipped  250  bales  per  month  in  October,  Novem- 
ber, December,  and  January.  The  first  two  of  these  months  that 
grade  and  staple  were  plentiful  and  easy  to  obtain.    The  hedged 

!)rofit  on  the  transaction  appeared  to  be  about  $1  per  bale,  and  the 
)uyer  did  not  care  to  buy  during  October  and  November  the  de- 
scribed cotton  and  carry  it  until  December  and  January,  since  the 
carrying  charges  would  absorb  the  profit.  Suddenly  that  particular 
grade  became  almost  unobtainable  in  his  immediate  territory.  He 
tried  to  persuade  the  spinner  to  cancel  the  contract  and  buy  it  else- 
where, but  the  spinner  played  "  Shylock." 

The  buyer  was  compelled  to  buy  100  bales  of  "  average  receipts"  to 
secure  10  bales  of  the  desired  quality,  and,  as  a  matter  of  fact,  desir- 
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ing  to  fill  his  contract,  retain  the  business  of  the  mill  and  keep  hia 
commercial  word  good,  this  buyer  was  compelled  to  buy  11,000  Ibalea 
of  cotton  before  he  found  enough  strict  middling  of  l^-mch  staple  to 
complete  the  remaining  600  bales  of  this  order.  This  10,500  bales,  of 
various  other  grades  were  a  dead  weight  on  his  hands,  hard  to  sell,, 
expensive  to  carry,  and  before  he  was  able  to  finally  dispose  of  it  a 
loss  of  $22,000  had  been  incurred,  and  this  loss  would  never  have- 
occurred  had  it  not  been  necessary  to  secure  this  500  bales.  This  loss- 
therefore  figured  nearly  $50  per  bale  against  this  500  bales  of  "  Shy- 
lock  ''  cotton,  and  the  Smith  oill  proposes  nothing  more  or  less  than 
a  "  Shylock "  contract  for  either  side  who  wishes  to  enforce  terma 
when  those  terms  are  hard  to  enforce.  This  loss  was  made  when  cot- 
ton was  only  6  cents  per  pound.  In  other  words,  I  lost  on  the  10,500 
bales  of  cotton  worth  6  cents  a  pound  $22,000;  I  lost  $2  a  bale  on 
10,500  bales;  but  as  a  matter  of  fact  that  should  have  been  distributed 
on  tiie  last  500  bales,  which  was  more  than  -the  cotton  was  worth. 
And  that  loss  was  made  without  any  unnecessary  speculative  risks,. 
but  merdy  a  series  of  misfortunes  such  as  loss  in  weight,  necessary 
shifting  of  hedges,  plus  carrying  charges  on  the  undesirable  remnant 
of  a  big  crop,  which  is  always  hard  to  sell. 

And  oefore  I  leave  that  subject,  I  may  say  there  is  a  "Shy lock '^ 
spinner  in  this  room  who  has  a  contract  with  a  spot  firm  for  the  de- 
livery of  middling  to  him.  That  spot  firm  can  not  deliver  the  mid- 
dling; but  they  could  deliver  strict  middling  to  him.  The  spinner 
says,  "  I  want  the  middling,"  and  the  spot  firm  says  to  him,  "Won't 
you  take  strict  middling? "  But  the  spinner  says, "  No ;  I  will  not  ac- 
cept strict  middling.^  And  in  all  probability  he  will  get  a  strict  mid- 
dling, without  a  settlement  of  the  difference,  and  therefore  he  smiles^ 

Mr.  Parkbr.  No;  you  are  wrong  on  the  transaction  to  which  you. 
are  referring. 

Mr.  HiIjL.  Well,  I  do  not  know ;  the  contract  may  have  been  settled 
by  now.  A  couple  of  weeks  ago  you  had  some  middling  cotton  due 
you. 

Mr.  Park£R.  Yes;  I  had  some  middling  cotton  due  me  from  Mc- 
Fadden  &  Co.,  and  I  saw  no  reason  why  I  Siould  take  off  grades  from 
them;  and  Mr.  McFadden  found  a  little  difficulty  in  getting  it,  and 
I  did  not  hesitate  to  tell  him  that  I  thought  it  was  necessary  to  get 
middling  cotton  or  settle  on  the  difference. 

Mr.  Mabsh.  May  1  interrupt  a  moment,  Mr.  Chairman,  to  call 
attenti<m  to  an  important  point? 
.     The  Chairman.  Yes. 

Mr.  Marsh.  In  all  these  transactions  a  great  deal  of  emphasia  is 
laid  upon  spot  cotton,  and  everybody  talking  about  spot  cotton  means 
middlmg  cotton;  and  one  of  the  greatest  sources  of  complaint  against 
the  cotton  exchanges  is  that  their  contracts  do  not  reflect  the  price  of 
middling  cotton.  Now,  here  you  have  a  visible  and  specific  illustra- 
tion of  the  fact  that  there  is  not  any  middling  cotton ;  that  the  great 
firm  of  McFadden  &  Co.  can  not  get  any  middling  cotton  to  fill  that 

sale. 

^Ir.  Parkbr.  Begging  my  friend's  pardon,  I  will  say  that  I  can  get 
for  McFadden  &  Co.  in  15  minutes  10,000  bales  of  middling  cotton  if 
Mr.  McFadden  will  pay  for  it ;  but  Mr.  McFadden  can  not  get  it  at 
the' price  he  has  set  on  the  New  York  Cotton  Exchange,  where  h* 
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had,  by  his  power  to  depress  the  price  by  selling  cotton  which  he  did 
not  have,  put  the  price  oelow  its  commercial  vahie.  But  if  he  wants 
to  buy  10,000  bales  of  middling  cotton,  and  is  willing  to  pay  the  price 
that  the  southern  buyer  is  paying  for  it,  he  can  get  it  in  15  minutes; 
but  he  will  not  get  it  on  the  basis  of  the  New  York  price. 

Mr.  Hill.  I  do  not  know  what  the  supply  of  that  grade  is  in  the 
South. 

Mr.  Hauqen.  Why  should  not  those  who  are  operating  on  the 
New  York  Cotton  Exchange  be  made  to  pay  exactly  what  those 
dealing  in  spot  pay — exactly  what  Mr.  Parker  is  demanding? 

Mr.  Hill.  That  is  exactly  what  your  new  contracts  are  to  require. 

Mr.  Hauqen.  No;  there  is  to  be  a  variation — mixed  lots. 

Mr.  Hill.  Well,  you  buy  mixed  lots  of  spots. 

Mr.  Hauqen.  As  I  understand,  you  buy  a  certain  grade  of  cotton 
and  then  the  man  who  sells  can  deliver  any  one  of  the  10  grades. 

Mr.  Hnx.  Well,  the  merchant  in  cotton  miist  have  something  for 
assorting  it.  The  farmer  comes  into  the  store  and  has  twobales 
of  cotton  on  his  wagon,  and  the  merchant  must  have  something  for 
assorting  all  of  the  cotton  which  he  buys. 

Mr.  iLkUQBN.  Well,  if  I  sell  cotton  it  is  up  to  me  to  do  the  sorting, 
the  same  as  the  man  who  is  dealing  in  spot. 

Mr.  Hill.  You  must  make  a  pront  or  not  continue  in  business. 

Mr.  Hauqen.  This  is  not  a  matter  of  profit. 

Mr.  Hill.  They  are  absolutely  identical,  the  spot  and  the  future. 

Mr.  Hauqen.  Well,  suppose  he  has  a  contract  to  deliver  a  certain 
grade  of  cotton;  he  says  ne  has  got  to  have  that  grade  or  nothing. 
Now,  the  contracts  he  has  on  the  cotton  exchange  reserves  to  the 
seller  the  right  to  deliver  any  one  of  the  10  grades. 

Mr.  Hill.  Mr.  Parker  paid  a  premium  to  that  man.  And  so,  if 
we  make  the  even-running  phraseology,  as  I  suggest,  in  this  contract^ 
you  will  have  a  contract  exactly  similar  to  the  one  of  Mr.  Parker. 

Mr.  Hauqen,  You  are  against  the  delivery  of  mixed  lots,  are  you  t 

Mr.  Hill.  I  am  fixing  it  so  they  can  deliver  mixed  lots,  but  pay  the 
penalty  for  doing  so. 

^r.  Hauqen.  Yes ;  but  that  is  not  in  accordance  with  the  bill 
that  is  before  the  House. 

Mr.  Hill.  Thw  have  not  made  that  amendment  yet. 

Mr.  Hauqen.  But  you  suggest  that  amendment? 

Mr.  Hill.  Yes;  I  suggest  that  amendment.  Let  us  suppose  some 
buyer  in  Columbia,  S.  C.,  should  sell  a  hedge  against  his  holding  of 
100  bales  of  strict  ^ood  middling.  Let  him  sell  100  bales  of  Decem- 
ber strict  good  middling.  Suppose  during  the  month  of  November 
some  mill  m  his  own  neighborhood  shoulcT offer  him  a  full  price  for 
his  spot  cottons,  and  he,  knowing  that  he  had  their  full  value,  should 
attempt  to  cover  his  hedge.  He  would  go  into  the  market  and  bid 
for  December  strict  good  middling  delivery,  and  it  might  be  that  he 
would  bid  the  market  up  a  full  100  points  before  he  found  a  seller, 
and  even  that  seller  might  prove  to  be  the  very  man  who  had  in 
turn  bought  this  specific  list  of  cotton  from  the  mill  and  would  bring 
it  here  for  delivery  on  contract.  Our  object  and  mission  in  the 
eommercial  world  is  to  furnish  a  market  for  hedging  purposes  that 
is  at  least  stable,  and  if  we  are  to  have  a  staole  market  for  the 
delivery  must  not  be  so  exacting  and  so  specific  as  this,  for  if  it  is 
there  can  be  no  doubt  but  that  some  anxious  bidder  for  strict  low 
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mddliii^,  December  delivery,  will  at  once  and  the  same  time  meet 
in  the  rrnug  some  anxious  seUer  of  December  middling  delivery ;  and 
once  neitner  of  them  can  trade  with  the  other,  the  man  who  is  buy- 

2  strict  low  middling  would  have  to  pay  more  for  it  than  tne 
er  man  was  able  to  sell  his  middling  for.  This  plan  is  so  thor- 
oughly^ infeasible  that  it  is  useless  to  argue  too  much  or  too  long 
about  it.  Instead  of  making  our  market  a  broad  one  it  would  anm- 
hilate  it.  In  someyears  strict  good  middling  cotton  is  plentiful,  and 
in  others  strict  good  ordinary.  In  either  ^ear  the  basis  contract 
covering  the  delivery  of  a  number  of  grades  is  the  ideal  contract. 

As  regards  the  southern  warehouse  proposition,  or  any  other 
warehousing  plan  outside  of  our  own  immediate  espionage,  it  needs 
no  argument  against  it,  to  those  who  are  acquainted  with  the  cotton 
business  in  its  present  form,  than  that  we  have  not  eyes  enough  now 
to  cover  the  ^stem  of  warehouses  in  New  York.  To  those  who  wish 
a  more  specific  statement  of  reasons  against  it,  a  simple  illustration 
will  serve.    An  incorrect  delivery  costs  too  heavily. 

Suppose  we  should  adopt  the  southern  warehouse  system  and  in- 
clude therein  a  warehouse  at  Montgomery,  Ala.*,  employ  in  that  ware- 
house, at  a  salary  of  $1,800  or  $2,400  a  year,  a  chief  manager  or 
classer,  or  whatever  title  you  choose  to  give  him.  This  man  would 
be  the  receiving  agent  for  the  New  York  Cotton  Exchange,  if  not 
its  classer.  His  word  for  weight  and  grade  would  be  the  last  one,  or. 
if  you  prefer,  his  word  of  weight  the  last  one  and  his  shipment  or 
samples  to  us  would  make  them  class  it  here.  In  that  event  we  could 
substitute  samples  which  would  serve  the  same  purpose  as  well  as 
classing  it  himself.    The  argument  then  is  this: 

Suppose  the  present  differences  between  grades  existed.  Suppose 
T  should  have  1,000  bales  of  low-middling  tinged  in  Montgomery, 
Ala.,  that  I  wanted  to  put  on  New  York  contract.  The  difference 
between  calling  this  cotton  low-middling  white  and  low-middling 
tinged  would  J)e  $8.75  per  bale.  Suppose,  by  personal  argument, 
barroom  persuasion,  or  the  coin  of  the  realm,  I  could  persuade  this 
Montgomery,  Ala.,  warehouseman  or  classer  to  call  it  low-middling 
white  instead  of  low-middling  tinged.  My  profit  would  be  $8,750, 
and  I  could  well  afford  to  pay  him  a  year's  salary  for  his  moral  con- 
solation and  the  poor  eyesight.  It  would  be  very  easy  for  him  to 
persuade  himself,  and  possibly  others,  that  it  was  mistaken  judgment. 

If  a  man  is  going  into  the  cotton  business,  if  he  is  going  to  take 

delivery  of  any  quantity  of  cotton,  he  does  not  want  it  in  scattered 

localities.    He  wants  it  where  it  is  imder  his  own  jurisdiction,  and 

where  he  can,  if  he  desires,  look  at  each  bale  before  he  withdraws  it 

from  the  New  York  Cotton  Exchange,  whose  guaranty  only  follows 

it  as  long  as  it  is  in  their  custody.    He  does  not  wish  to  take  his 

chance  in  shipping  the  cotton  out  of  Montgomery,  Ala. ;  and  even  if 

the  Montgomery,  Ala.,  man  were  scrupulously  honest  and  thoroughly 

competent  the  fear  that  he  might  become  incompetent  or  that  he 

might  be  persuaded  into  dishonest  methods  would  always  make  a 

Montgomery  delivery  less  desirable  than  a  New  York  delivery.    That 

being  the  case  our  contract  would  always  be  questioned,  and  the 

method  of  questioning  it  would  be  to  make  the  price  cheaper.    If 

we  want  a  warehouse  system,  and  the  proper  warehouse  system,  let 

the  New  York  Cotton  Exchange  assess  its  members  $100  or  $200,  or 
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even  $500  each  annually,  and  biiild  therewith  a  huge  warehouse  and 
ffo  into  the  warehouse  business.  Let  their  classification  committee 
have  its  officers  in  this  warehouse  superintending  the  inspection  and 
the  handling  of  each  bale  of  cotton.  Let  the  New  York  Cotton  Ex- 
change cover  the  insurance  on  all  this  cotton  in  their  own  warehouse 
and  make  a  profit  on  the  insurance. 

It  is  a  fatuous  idea  to  imagine  that  we  could  scrutinize  the  weight 
and  grade  and  handling  of  cotton  in  the  scattered  warehouses  of  the 
country.  There  are  so  many  arguments  against  the  southern  ware- 
house system  that  it  is  useless  to  present  them  all.  Suffice  it  to  say, 
that  when  we  begin  that  sort  of  business  our  contracts  will  become 
80  undesirable  that  none  will  want  them. 

The  premium  for  dishonesty  would  be  so  lar^e,  the  profit  so  great, 
the  suspicion  that  dishonesty  might  be  practiced  so  intense,  that 
everyone  would  fear  all  southern  warehouses. 

Mr.  Heflin.  Can  not  the  committee  on  revision,  which  fixes  the 
differences  on  the  cotton  exchange,  do  that  very  thing  now  ? 

Mr.  Hill.  They  could,  Mr.  Heflin,  but  they  are  too  honest  a  lot  of 
men  to  attempt  a  thing  of  that  kind.  They  are  performing  their  serv- 
ice without  any  compensation. 

Mr.  Hefun.  Well,  do  you  think  that  this  man  you  would  have  at 
Montgomery,  Ala.,  would  be  of  such  a  character  that  you  could  induce 
him  to  do  such  a  thing? 

Mr.  Hii/ii.  You  would  have  so  many  of  them  at  such  a  small  salary 
that  it  would  be  a  great  temptation. 

Mr.  Hawley.  If  all  of  them  are  honest  they  would  not  do  it 

Mr.  Hnir.  No. 

Mr.  Hefun.  Is  it  not  reasonable  to  suppose  that  you  could  tempt 
this  man  on  this  exchange  as  well  ? 

Mr.  HiL.i».  No;  they  are  subject  to  the  scrutiny  of  the  whole  com- 
mercial world.  Classing  cotton  is  merely  a  question  of  judgment 
If  I  were  to  attempt  to  class  cotton  when  my  stom|ich  was  out  of 
order  I  know  that  I  would  make  a  si^al  failure  of  it.  You  can 
look  at  cotton  over  this  shoulder  [indicating]  and  then  look  at  it 
over  this  shoulder  [indicating]  ;  and  it  would  appear  different  to  you. 

Mr.  Heflin.  You  heard  Col.  Thompson's  testimony  before  this 
committee,  did  you  not? 

Mr.  Hnuu  Yes;  but  I  did  not  entirely  agree  with  him. 

Mr.  Heflin.  You  heard  what  he  said  about  mistakes  in  the  grad- 
ing, but  that  he  went  back  to  the  man  and  admitted  it — an  exchange 
operator — and  then  they  took  it  up  to  this  higher  authority  and  they 
would  not  admit  that  they  had  made  a  mistake. 

Mr.  Hnji.  I  will  explain  that  by  showing  my  own  attitude,  when 
we  came  to  our  February  revision  this  year.  I  have  always  been  an 
advocate  of  commercial  differences  since  1898.  I  was  thought  crazy 
at  that  time,  but  there  are  more  people  who  favor  it  now.  But  when 
we  came  to  this  February  revision  m  New  York  we  had  a  stock  of 
cotton  reasonably  good  in  grade.  Immediately  after  that  revision 
took  place  I  began  to  see  strict  middling  and  middling  disappear, 
and  in  its  place  low  middling  and  strict  good  ordinary.  And  I 
imagined  that  our  differences  were  not  wide  enough ;  that  we  had  not 
gone  far  enough.  As  a  matter  of  fact,  however,  I  think  to-day  that 
we  had  gone  too  far ;  I  think  our  differences  are  too  wide. 
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The  Chaibman.  In  that  connection,  is  it  not  a  fact  that  in  very 
recent  months,  and  in  very  recent  weeks,  an  attempt  has  been  made  to 
influence  this  committee  on  revision? 

Mr.  HiLi*  Not  that  I  know  of.  You  are  confusing  the  revision 
committee  with  the  classification  committee. 

The  Chairman.  Yes ;  I  mean  the  classification  committee. 

Mr.  Hill.  That  I  could  not  tell  you,  either:  but  the  revision  com- 
mittee made  a  mistake.  I  am  calling  it  that,  although  others  phrased 
it  differently  in  1906.  They  have  made  mistakes  since  then  and  will 
doubtless  make  mistakes  again.  Had  I  been  left  the  sole  power  of 
settling  the  differences  between  grades  in  February,  I  would  have 
made  a  very  serious  mistake;  ana  so  will  any  other  man,  for  a  large 
period  of  time. 

The  Chairman.  Is  it  not  a  fact  that  a  very  large  dealer  has  made 
a  protest  against  the  grading  of  cotton  in  New  York  t 

Mr.  Hill.  I  heard  that  statement  brought  out  here. 

The  Chairman.  Do  you  know  anything  about  that? 

Mr.  Hill.  No,  sir. 

The  Chairman.  Had  you  heard  anything  about  it  in  New  York  t 

Mr.  Hill.  I  have  heard  it  talked  about  Qiere. 

The  Chairman.  Is  it  a  pretty  well  confirmed  rumor  in  New  York? 

Mr.  Hill.  I  can  not  answer  as  to  that. 

The  Chairman.  I  understand  that  Mr.  Bice  is  a  member  of  that 
committee;  I  will  ask  him. 

Mr.  Bice.  I  am  not  a  member  of  that  committee.  But  there  is  no 
secret  about  that  matter  at  all.  Practically  all  of  the  spot  people  in 
the  New  York  market  have  thought  for  some  time  past  that  the  in- 
spection was  too  rigid;  and  every  spot  firm  in  the  trade  not  only  in 
New  York  but  in  other  sections  of  the  country,  such  as  Norfolk,  Va^ 
and  other  places,  complained  to  the  board  ox  managers,  of  which  1 
happen  to  be  a  member,  about  the  rigid  inspection,  and  rather  sug- 
gested an  investigation  of  the  inspection  bureau.  The  board  of  man- 
agers refused  to  make  any. 

Mr.  Parker.  As  a  matter  of  fact,  Mr.  Bice,  you  did  not  correct 
that  George  McFadden  &  Co.,  who  are  supposed  to  have  been  very 
long  of  March  and  short  of  May,  wrote  to  your  committee,  about  the 
miodle  of  March,  insisting  upon  the  change  of  the  classification. 

Mr.  Bice.  Do  you  mean  to  the  board  of  managers? 

Mr.  Parker.  Well,  to  the  board  of  managers  or  the  classification 
committee. 

Mr.  Bice.  The  letter  was  written  to  the  board  of  managers.  I  will 
not  say  that  they  insisted  on  a  change  in  the  classification.  George 
H.  McFadden  &  Bro.,  Stephen  M.  Weil  &  Bro.,  Hopkins,  White  & 
Co.,  Bobert  Moore  &  Co.,  a  number  of  firms  from  Norfolk,  Va.,  Wood- 
ward &  Stilwell,  Hannigan  &  Vogelsheim  &  Co.,  all  wrote  to  the 
board  of  managers  complaining  about  the  inspection  being  too  rigid 
and  saying  that  we  were  rejecting  good  cotton.  The  board  of  mana- 
gers immediately  acknowledged  receipt  of  the  communications,  and 
relt  that  there  was  nothing  that  should  be  done. 

Mr.  Hawlby.  Will  you  explain  what  you  mean  by  being  too  rigid? 

Mr.  Heflin.  What  grade  of  cotton  did  they  complain  you  were 
rejecting! 

Mr.  Bice.  That  they  were  too  rigid  in  enforcing  a  rule  for  sand, 

for  one  thing. 
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Mr.  Hawley.  By  being  too  rigid  you  mean  they  classed  the  cotton 
too  low? 

The  Chairman.  No  ;  too  high. 

Mr.  Bice.  Too  high.  That  was  the  complaint  of  a  number  of  peo- 
ple who  were  trying  to  tender  cotton  in  New  York,  and  there  were 
something  like  37,000  or  40,000  bales  rejected. 

The  Chairman.  Is  it  not  a  fact  that  the  president  of  the  exchange, 
rather  than  himself  permit  the  change  suggested  by  the  gentlemen, 
threatened  to  resign  his  position  as  president  of  the  exchange? 

Mr.  Bice.  I  can  not  say  as  to  that ;  the  president  of  the  exchange 
is  here. 

Mr.  Cone.  No,  sir ;  it  is  not  true. 

The  Chairman.  I  asked  the  question  because  I  wanted  to  bring  out 
the  facts. 

Mr.  Cone.  No,  sir;  it  is  not  true. 

The  Chairman.  That  would  be  to  your  credit,  if  you  had  done  it 

Mr.  Bice.  I  will  say  that  the  president  of  the  New  York  Cotton 
Exchange  very  properly  took  the  position  that  the  work  of  the  clas- 
sification committee  at  the  time  was  something  that  he  should  not 
interfere  with. 

Mr.  Heelin.  What  else  was  there  besides  sand  ? 

Mr.  Bice.  Bollies  and  machine  cotton,  and  a  great  many  other 
things  that  the  cotton  was  rejected  for. 

Mr.  Hefun.  Bollies  and  machine  cotton  and  sand. 

Mr.  Bice.  And  too  much  leaf  and  dirt  and  dust. 

The  Chairman.  All  right.    Mr.  Hill,  you  may  proceed. 

Mr.  Hill.  I  will  state  for  Mr.  Heflin's  benefit,  that  the  New  York 
contract  is  not  always  undesirable  because  of  low  ^ades.  I  have  seen 
it  undesirable  because  of  high  grades.  You  asked  a  question  of  CoL 
Thompson  that  I  will  answer  while  I  remember  to  do  so ;  as  I  think 
Col.  Thompson  answered  it  incorrectly. 

You  asked  him  if  cotton  did  not  remain  there  in  New  York  from 
three  to  five  years.  I  have  been  in  the  cotton  business  since  1887,  and 
I  have  never  known  that  condition  to  exist,  although  I  have  always 
known  the  criticism  to  exist.  Last  fall  our  stock  of  cotton  was  down 
to  about  7,000  bales  of  cotton  in  New  York.  And  the  cotton  we  have 
certificated  since  then — we  have  certificated  88,000  bales,  and  there  is 
a  stock  of  cotton  of  127,000  bales  of  which  has  come  in  since  October. 

Mr.  Heflin.  Do  you  mean  to  say  that  the  cotton  comes  in  from 
season  to  season? 

Mr.  Hill.  Yes,  sir. 

Mr.  Heflin.  And  none  of  it  is  held  over  from  one  season  to  an- 
other ? 

Mr.  Hill.  Very  rarely. 

Mr.  Heflin.  Now,  in  your  classification  room  at  the  New  York 
Exchange,  the  sample  room  where  you  have  various  samples 
around  the  wall,  do  you  not  keep  samples  there  that  you  go  by  that 
you  have  had  for  years  and  years? 

Mr.  Hill.  We  Keep  the  types  there. 

Mr.  Heflin.  And  you  judge  this  cotton  coming  in  from  time  to 
time  by  these  ^T)es  that  you  made  ^ears  ago  ? 

Mr.  "Hill.  Yes,  sir ;  and  they  are  just  as  good  to  match  cotton  by — 
it  is  just  as  easy  to  match  cotton  by  them  now  as  it  would  be  to 
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matx^h  a  blue  ribbon  that  was  cerulean  blue  15  years  ago,  and  which 
would  still  be  cerulean  blue  if  it  had  not  faded. 

The  Chairman.  All  right;  you  may  proceed,  Mr.  Hill. 

Mr.  HhiL.  Another  impracticable  sclieme,  with  which  even  the 
Government  itself  at  the  moment  seems  to  be  obsessed,  is  the  idea  that 
you  can  determine  by  spinning  tests  the  difference  in  commercial 
value  between  low  middling  ana  middling,  or  between  any  other  two 
grades. 

In  the  first  part  of  my  statement  I  told  you  that  100  bales  of  mid- 
dling cotton  collected  at  100  different  towns  showed  a  difference  in 
value  amounting  to  as  much  as  $5  to  $7  per  bale  between  the  best  and 
the  worst.  If  tnis  be  the  case  how  much  larger  range  of  difference  is 
true  with  the  faulty  grades,  like  low  middling  and  strict  good  ordi- 
narv?  As  a  matter  of  practical  common  sense  the  answer  to  this 
problem  will  be  found  in  their  endeavor  to  determine  by  a  spinning 
test  the  difference  in  value,  for  the  very  reason  that  the  first  test 
between  middling  and  low  middling  will  give  one  answer,  and  the 
next  test  an  answer  radically  different,  and  it  will  become  obvious 
that  no  fixed  difference  can  be  determined  upon  in  this  way. 

Fixed  differences  in  values  between  grades  have  got  to  be  deter- 
mined, just  like  the  value  of  the  cotton  itself  has  got  to  be  determined, 
by  the  supply  and  demand  in  those  particular  grades.  There  are 
years  when  I  have  sold  low  middling  within  one-eighth  of  a  cent  of 
middling,  and  I  have  sold  good  middling  at  one-eighth  of  a  cent 
above  middling. 

Mr.  Jacoway.  You  have  had  a  good  deal  to  say  about  the  char- 
acter of  the  cotton.    How  do  you  account  for  that  ? 

Mr.  Hill.  Difference  in  the  character  of  the  seed;  difference  in 
the  character  of  the  soil.  Take  your  own  county.  Yell  County,  Ark., 
it  has  an  entirely  different  cotton  around  Dardanelle  from  the  cotton 
produced  around  Oden,  and  they  are  only  20  miles  apart. 

Mr.  Jacoway.  They  are  only  15  miles  apart. 

Mr.  Hill.  And  it  is  on  account  of  the  character  of  the  soil. 

If  it  were  possible  to  determine  the  fixed  differences  in  the  way 
those  parties  propose,  then  it  would  be  logical  that  low  middling  cot- 
ton and  good  middling  cotton  were  worth  just  exactly  so  many 
points  apart,  not  only  lor  this  crop,  but  for  all  time  and  all  eternity, 
tor  the  simple  reason  that  if  this  spinning  test  could  mark  mathe- 
matically the  fact  that  low  middling  cotton  showed  50  more  pounds 
of  waste  than  middling  cotton  did,  then  it  would  merely  mean  a  dif- 
ference of  50  pounds  per  bale  between  the  two  of  them  as  an  estab- 
lished fixed  difference  in  value  for  all  time. 

Even  were  this  true  it  would  still  be  necessary  to  persuade  the 
spinner  to  use  low  middling — some  of  them  have  not  the  machinery 
to  clean  and  are  not  equipped  and  would  not  be  able  to  use  that 
grade  at  any  price.  The  law  of  supply  and  demand  governs  the 
difference  between  grades  just  as  it  governs  the  price  of  the  middling 
grade,  and  in  low-grade  years  differences  will  always  be  wide,  in 
nigh-grade  years  narrow. 

I  will  now  discuss  pro  forma  contracts. 

Our  contract  is  known  actually  and  politically — note  the  distinc- 
tion— as  being  a  "  seller's  contract." 
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The  greatest  favor  we  extend  the  seller  is  to  permit  him — iinpre: 

Eared — ^to  make  a  delivery  and  compel  the  buyer  to  pay  for  it  and 
3  prepared. 

A  pro  forma  bill  does  not  enumerate  the  grade  of  the  cotton.  The 
buyer  must  wait  for  this  upon  the  pleasure  of  the  classification  com- 
mittee. 

That  committee  is  not  an  expensive  form  of  labor,  and,  regardless 
of  the  criticism  it  will  provoke  in  so  stating,  I  will  make  the  state- 
ment that  I  can  hire  more  classers  who  really  and  capably  know 
how  to  class  cotton  in  Waxahachie,  Tex.,  in  two  days'  search  than 
can  be  foimd  in  New  York  City  in  six  months. 

I  am  not  pretending  to  criticize  the  force  we  have,  but  I  do  criti- 
•cize  the  New  York  Cotton  Exchange  for  not  adding  to  their  present 
equipment  enough  force  to  keep  up  with  the  deliveries;  and  tne  con- 
«ditions  must  be  unusual,  indeed,  when  with  the  whole  trade  to  draw 
from  this  department  can  not  keep  up  with  the  deliveries. 

There  has  been  no  recent  rush  of  cotton  to  this  market;  neverthe- 
less Pell  &  Co.  took  up  for  a  customer  in  Indianapolis  400  bales  of 
cotton  on  January  contracts  and  were  compelled  to  take  a  pro  forma 
delivery  therefor,  and  Pell  &  Co.  were  until  February  17  before  they 
learned  the  complete  classification  of  this  400  bales. 

Our  Indianapolis  customer  was  rightfully  indignant,  and  our  own 
fair-mindedness  should  see  his  side  of  the  proposition.  There  is  a 
principle  in  law,  "caveat  emptor" — ^let  the  buyer  beware;  and  an- 
other, "  caveat  venditor  " — let  the  seller  beware. 

No  man  in  any  other  line  of  business  will  pay  for  an  article  with- 
out a  complete  invoice  therefor,  and  it  is  all  well  enough  for  us  to 
hide  behind  the  fibers  that  might  occur  on  the  last  day  of  the  month, 
or  the  barges  that  might  sink  in  the  bay  with  our  cotton  intended  for 
delivery  aboard,  or  the  steamship  that  failed  to  arrive  in  time  for 
delivery.  These  are  all  to  be  answered  in  one  sentence.  Start  them 
in  time  so  you  can  duplicate,  if  necessary.  If  you  don't  get  them 
here  in  time,  you  lose ;  if  the  Duyer  does  not  get  the  money  from  the 
bank  on  time,  he  loses. 

The  number  of  times  the  barge  went  down  in  the  bay,  or  when 
fire  interfered  in  the  past  20  vears,  is  about  equalled  by  the  number 
of  colts  foaled  by  Bob  Reese's  mare  mule.  The  amount  of  interest 
paid  out  by  receivers  of  cotton  and  fire  insurance,  storage,  and 
other  charges  which  accumulated  on  pro  forma  deliveries  would 
build  a  substantial  navy  for  the  Mexican  heterogarchy — ^while  the 
receivers  of  this  cotton  were  waiting  to  find  just  what  they  had. 

I  look  on  these  last-minute  deliveries  like  I  look  on  death-bed  re- 
pentances ;  I  don't  pin  much  faith  in  their  sincerity.  To  remedy  this 
4md  to  keep  our  market  on  as  near  a  uniform  keel  as  possible  I 
suggest : 

First.  No  pro  forma  delivery.  Let  the  seller  get  busy  or  cover  his 
^liorts — just  as  a  long  would  have  to  get  busy  and  sell  out  his  long 
cotton  if  he  couldn't  raise  the  money. 

Second.  Prevent  trading  in  the  current  month.  In  other  words, 
let  the  trading  in  March  cotton  end  with  the  last  day  of  February. 
Then  those  who  are  long  must  take  it.  Those  who  are  short  must 
deliver.  The  seller  has  the  option  of  delivering  during  any  day  of 
the  month,  with  the  usual  three  days'  notice.    The  buyer  must  take 
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the  cotton,  if  he  wants  to  get  rid  of  it,  then  let  him  dispose  of  it 
comnaercially  or  deliver  it  during  the  next  month. 

This   plan  would  prevent  two  things — heroes  and  suckers.     It 

would  prevent  some  man  bidding  the  current  option  3  or  4  cents  out 

of  line  with  the  rest  of  the  market  on  the  last  day  of  the  month, 

when  he  was  sure  no  one  could  get  any  more  cotton  into  tiie  market. 

It  would  prevent  the  suckers  following  the  shark  into  muddy 

waters  and  having  their  tails  bitten  off.    Every  month  that  comes 

these  camp  followers  "  beff  a  place,"  or  stand  short  up  to  the  last 

day,  merefjr  because  they  have  oeen  caught  on  the  line  and  will  not 

wnggle  off,  and  they  want  to  trade  in  March  on  March  31 — when  the 

cows  have  all  come  home  and  have  been  milked — ^and  they  are 

**  hoisted  on  their  own  petards." 

Those  who  want  to  trade  in  March  cotton  should  make  up  their 
mind  before  the  last  day  of  February  whether  they  want  to  take 
the  cotton  or  not,  whether  they  can  deliver  it  or  not. 

Mr.  Webb.  Suppose  in  October  or  November,  I  am  buying  cotton 
every  day  from  tne  farmers  in  November,  when  the  cotton  is  moving, 
and  I  can  not  trade  in  that  month ;  I  have  got  to  carry  that  Novem- 
ber cotton  into  December.  It  is  going  to  work  a  hardship  on  the 
farmers,  and  I  have  got  to  carry 

Mr.  Hill  (interposing).  You  can  use  January  or  March  to  hedge. 

Mr.  Webb.  I  have  got  to  carry  that  cotton  until  then  before  I  can 
deliver  it.    I  think  it  a  good  thing,  so  that 

Mr.  HiLTi  (interposing).  I  do  not  think  vou  catch  my  idea.  You 
have  sold  December  to  hedge ;  you  have  all  the  month  of  December 
to  deliver  it  in. 

Mr.  Webb.  What  I  want  to  buy  in  December  is  a  December  con- 
tract; if  I  buy  on  the  5th  day  of  December  I  have  sold  against  that 
in  December.  Suppose  I  have  to  carry  that  until  January,  it  works 
a  hardship  on  me. 

Mr.  Hnji.  I  hate  to  give  away  professional  secrets,  but  you  could 
get  a  short  notice  at  any  time.    You  could  sell  a  short  notice. 

Mr.  Glennt.  I  might,  answer  that  here  and  say  Why  should  you 
be  compellel  to  sell  a  depreciated  contract?  A  snort  notice  would 
have 

Mr.  Hill  (interposing).  A  five-point  concession. 

Mr.  Glennt.  Why  should  you  lose  those  five  points? 

Mr.  Hill.  In  order  to  avoid  performance. 

Mr.  Glenny.  We  do  not  have  to  have  performance  at  all. 

Mr.  Hill.  I  do  not  know ;  it  seems  that  we  do  in  New  York. 

We  could  commence  to-morrow,  if  we  wished,  trading  in  any  new- 
style  contract  we  could  devise.    The  Board  of  Trade  of  Chicago  does 
it  almost  every  year.    We  could  trade  in  new  July  or  old  July,  but 
since  the  new  contract  would  be  so  much  more  popular  with  the 
public  than  the  old  style,  the  old  would  quickly  ring  out  or  narrow 
down  to  the  long  siege  people.    My  reason  for  suggesting  this  is 
that  if  we  are  going  to  go  overboard  into  new  ideas  and  new  con- 
tracts, the   sooner  we  accomplish  the  undertaking  the  sooner  we 
destroy  this  unfavoring  criticism  and  the  sooner  we  get  our  new 
beariiigs  in  the  new  sea  of  commerce  and  find  its  reefs  and  derelicts. 
Each   one  of  these  suggestions  should  make  our  contract  itself 
hiffher  than  it  now  does  when  compared  with  southern  spots. 
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Government  standards  would  add  20  to  50  points;  commercial 
differences  would  add  10  to  50  points  and  at  times  much  more.  Even 
running  delivery  fully  would  add  20  points  or  more;  low  middling 
to  ^ood  middling  clause  would  add  20  points  or  more;  and  seven- 
ei^nths  to  IJ-incn  clause  would  add  20  points  or  more. 

In  other  words,  our  contract  market  would  hang  the  picture  about 
100  points  higher  on  the  wall  than  it  now  hangs. 

Now,  it  does  not  make  any  difference  where  you  are  goin^  to 
hang  that  picture,  you  are  not  always  going  to  mane  money.  There 
is  no  contract  that  can  be  devised  by  aU  the  aggregated  ideas  in  this 
room  that  is  going  to  make  any  of  us  just  right  on  the  cotton  market. 
You  have  got  to  do  that  with  a  knowledge  of  production  and  con- 
sumption ;  and  99  people  out  of  100  think  it  is  production  that  sets 
the  price.  It  is  not  production  that  sets  the  price,  it  is  consumption 
99  times  out  of  100  that  sets  the  price. 

The  Chairman.  You  are  a  philosopher,  Mr.  Hill.  I  wish  you 
would  distinguish,  if  }rou  can,  the  difference  between  a  legitimate 
speculator  and  an  illegitimate  speculator  or  a  gambler  on  those  ex- 
changes. 

Mr.  HiiiL.  I  do  not  recognize  any  of  them  as  an  illegitimate  specu- 
lator.   I  think  everyone  performs  his  function. 

The  Chairman.  Well,  you  take  a  clerk  in  Columbia,  S.  C,  who 
buys  a  contract  for  100  bales  of  cotton.  He  has  no  more  idea  than 
a  rabbit,  and  no  more  basis  for  judging  on  that  proposition  than  a 
rabbit.  Would  you  regard  him  as  a  gambler  pure  and  simple,  just 
as  much  as  if  he  were  betting  on  a  horse  race  ? 

Mr.  Hill.  Yes.  If  you  ask  me  to  differentiate  between  speculat- 
ing and  gambling,  I  should  say  that  gambling  is  a  game  of  mere 
chance. 

The  Chairman.  Yes. 

Mr.  Hill.  Or  tha(  in  a  poker  game,  a  little  child  could  fill  a  four 
flush  just  as  well  as  the  most  experienced  gambler,  provided  it  is 
an  honest  game.  But  speculation  is  a  fore  knowledge,  or  an  en- 
deavor to  learn  and  apply  the  facts;  to  assimilate  the  laws  of  sup- 
ply and  demand;  to  know  what  the  demand  is;  to  loiow  what  the 
supply  is.  Col.  Thompson  talked  to  you  about  that.  He  spends 
$30,000  a  year  trying  to  find  out  what  the  cotton  crop  is.  I  would 
rather  spend  $500,  if  he  would  let  me  have  my  way,  finding  out  what 
the  demand  is.  Any  of  us  could  guess  what  the  cotton  crop  is.  We 
have  many  sources  of  information  as  to  that. 

The  Chairman.  Well,  would  you  regard  the  transaction  of  the 
Columbia  clerk  as  a  gambling  transaction? 

Mr.  Hill.  From  his  viewpoint,  I  would. 

The  Chairman.  Yes. 

Mr.  Hill.  But  from  the  point  of  view  of  the  market,  he  Per- 
forms a  similar  service  to  tnat  performed  by  Mr.  Pierce  in  Dar- 
denelle.  Ark.,  when  he  gives  an  order  to  the  liesser  Goldman  Cotton 
Co.,  in  Little  Kock,  who  reports  it  to  their  St.  Liouis  house,  which 
sells  hedges  against  it  which  meet  the  contract  of  the  Columbia  man. 

Say  the  Columbia  man  arrived  there  at  the  cotton  exchancje  at 
10.45  o'clock  with  his  order  to  buy  cotton,  but  the  Lesser  Goldman 
Co.  was  there  to  take  it.  Some  floor  trader  was  there  between  10.45 
o'clock  and  11.45  o'clock.  The  Columbia  man  offered  his  100  bales 
at  12  cents  a  pound,  and  could  not  find  a  buyer,  and  he  offers  it  at 
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11.99.  The  floor  trader  takes  it  at  11.99.  One  hour  later  Lesser 
Goldman  &  Co.  take  the  other  side.  They  make  the  trade  with  the 
floor  trader,  and  the  floor  trader  has  made  three  points.  I  think 
the  floor  trader  is  very  necessary.  I  think  the  Columbia  man  does 
himself  an  injustice,  but  he  is  helping  the  community  in  which  he 
lives,  and  the  Dardenelle,  Ark.,  man  is  helping  the  community  in 
which  he  lives. 

The  Chairman.  I  do  not  know  that  that  is  a  question  of  im- 
portance ;  and  I  want  to  ask  you  to  criticize  the  oill  section  by 
section. 

Mr.  Heflin.  I  would  like  to  ask  Mr.  Hill  a  question.  Do  you 
not  think  that  we  ou^ht  to  compel  delivery  of  cotton  on  some  char- 
acter of  contract  on  the  exchange? 

Mr.  Hill.  Ought  to  compel  the  delivery?    No,  sir. 

Mr.  Heflin.  You  think  that  the  exchange  ought  to  be  permitted 
to  speculate  and  deal  as  they  please  and  not  have  to  call  on  tlie 
fanner  for  cotton  to  fill  the  contract? 

Mr.  Hill.  Not  imperatively.  Your  experienced  dealer  ought  to 
make  a  contract  to  this  cotton  of  such  a  desirable  nature  that  people 
themselves  would  demand  it.  We  should  have  a  contract  by  which 
it  would  be  so  easy  to  buy  cotton  that  Mr.  Parker,  who  is  a  spinner, 
could  come  to  that  market  and  say,  "I  want  5,000  bales  of  cotton. 
To  secure  that  5,000  bales  of  cotton  I  will  buy  10,000  bales  of  cotton, 
and  will  sell  5,000  bales  of  that." 

Mr.  Heflin.  To  supply  his  demand  through  the  exchange.  ? 

Mr.  Hell.  To  supply  his  demand  through  the  exchange.  The 
commission  is  insignificant.  Mr.  Parker  buys  10.000  bales.  If  we 
have  it  separately  classed  and  tagged  he  could  go  through  it  and 
cut  out  the  cotton  he  wants  as  quickly  as  he  desired.  But  as  we  do 
the  thing  now,  we  take  the  deck  of  cards  and  drive  a  rivet  through  it, 
and  say :  "  Here  is  your  deck  of  cards ;  get  your  hand  out  of  it.  You 
can  not  separate  those  cards ;  you  must  take  them  all  or  none." 

Mr.  Hetlin.  Now,  where  they  do  not  have  to  deliver  cotton? 

Mr.  Hill.  But  they  do  have  to  deliver  the  cotton. 

Mr.  H^LiN.  I  am  talking  about  calling  on  somebody  for  actual 
cotton  ? 

Mr.  Hill.  You  can  call  on  them  for  actual  cotton;  that  is  com- 
pulsory. 

Mr.  Heflin.  But  thousands  and  tens  of  thousands  of  contracts  are 
settled  through  the  cotton  exchange,  day  after  day,  where  no  cotton 
except  that  cotton  on  the  circle  that  is  there  for  tendering  purposes, 
is  used.     You  agree  to  that,  do  you  not? 

Mr.  Hill.  No,  sir ;  vou  have  a  mistaken  idea  as  to  trading. 

Mr.  Heflin.   i  ou  tnink  I  have  a  mistaken  idea  about  trading? 

Mr.  Hill.  Yes. 

Mr.  Heflin.  How  much  cotton  have  they  in  New  York  now  ? 

Mr.  Hill.  One  hundred  and  twenty-three  thousand  bales. 

Mr.  Heflin.  One  hundred  and  twenty-three  thousand  bales  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Heflin.  Suppose  they  sell  500,000  bales;  do  they  deliver  that 
cotton,  get  it  from  the  South,  or  do  they  deliver  to  me  10,000  bales 
and  I  sell  and  deliver  to  somebody  else  10,000  bales,  and  that  cotton 
is  in  New  York? 
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Mr.  Hill.  That  cotton  is  treated  the  same  as  if  I  owed  this  gen- 
tleman [indicating]  $100,  and  I  should  draw  on  the  bank  for  it;  and 
he,  in  turn,  owed  it  to  another  man  and  passed  the  check  along,  and 
it  passed  from  hand  to  hand,  and  finally  reached  the  bank  and  it 
canceled  $1,000  worth  of  obligations  before  it  got  through. 

Mr.  HEruN.  What  I  am  getting  at  is  this :  Does  that  same  cotton 
remain  in  New  York  throughout  the  season,  practically? 

Mr.  Hill,  No :  it  does  not;  it  comes  and  goes. 

Mr.  Heflin.  From  New  York? 

Mr.  Hill.  Yes,  indeed,  all  the  time. 

Mr.  Heflin.  Where  does  it  go  to  from  New  York? 

Mr.  Hill.  To  Europe — ^to  the  mills. 

Mr.  Heflin.  I  have  been  under  the  impression  that  very  little  cot- 
ton has  been  distributed  from  New  York. 

Mr.  Hill.  To  Europe  and  the  mills.  If  you  were  to  watch  the 
various  grades  of  low  middling  cotton,  you  would  see  5,000  bales  of 
it  come  to  town,  and  only  2,300  bales  stock;  you  would  see  7,000 
bales  go  out;  it  comes  and  goes  all  the  while;  it  is  a  constant  flowing 
and  eboing  tide. 

Mr.  Heflin.  Can  you  give  me.  an  idea  of  the  average  amount 
throughout  the  season  in  New  York? 

Mr.  Hill.  I  should  say  that  normally  we  carry  a  stock  of  from 
50,000  to  100,000  bales.    Is  that  right,  Mr.  Marsh  ? 

Mr.  Marsh.  Yes. 

Mr.  Hill.  Which  satisfies  the  demands,  500,000  bales. 

Mr.  Heflin.  Do  you  supply  spinners  through  that  stock? 

Mr.  Hill.  Indirectly,  yes.  But  the  southern  spinner  is  better 
educated  in  that  matter  than  the  northern  spinner.  The  American 
spinner  has  never  yet  reached  the  education  that  is  characteristic  of 
the  continental  European  spinner.  Ninty  per  cent  of  the  cotton 
dealt  in  on  the  Continent  of  Europe  is  dealt  in  on  the  basis  of  futures. 
Seventy  per  cent  in  Great  Britain  is  dealt  in  in  that  way,  because 
they  make  long-time  contracts.  In  America,  I  should  say  tnat  35  per 
cent,  as  a  rough  guess,  of  the  wants  of  the  American  spinner  is  sup- 
plied, directly  or  indirectly,  through  the  cotton  exchange.  It  is  not 
necessary  that  Mr.  Parker,  for  example,  should  buy  cotton  on  the 
exchange.  Mr.  Parker  or  Mr,  Callaway  told  me  yesterday  that 
they  were  figuring  on  buying  cotton  from  a  man  in  St.  Louis.  Well. 
the  man  from  St.  Louis  was  in  my  office  three  or  four  days  ago.  If 
they  should  buy  from  the  man  in  St.  Louis,  the  man  from  St.  Louis 
would  handle  the  contract  on  the  exchange.  In  fact  the  spinner 
makes  the  cotton  buyer  handle  the  contracts,  because  he  would  rather 
the  cotton  buyer  would  put  up  the  margin. 

Mr.  Heflin.  Now,  in  the  case  that  the  chairman  spoke  about,  of 
the  clerk  in  Columbia,  S.  C.,  going  out  and  selling  100  bales  of  cotton, 
and  somebody  else  buying  that  100  bales:  Suppose  that  that  is  be- 
tween selling  seasons,  when  there  is  no  cotton,  practically.  Is  it  not 
possible  for  those  contracts  to  be  dealt  in  in  the  summer  time,  be- 
tween selling  seasons,  and  go  on  just  like  they  do  in  the  selling  sea- 
sons when  cotton  is  moving,  and  they  are  selling  contracts  and  sup- 
plying spinners  ? 

Mr.  Hill.  I  do  not  think  there  is — you  are  speaking  of  the  selling 
season  from  a  farmer's  standpoint,  are  you  not? 

Mr.  Heflin.  Yes. 
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Mr.  HiLU  The  selling  season  of  cotton  has  widened  in  the  last  10 
or  15  years  very  materially. 

Mr.  Heflin.  That  is  true.  Farmers  do  not  sell  as  rapidly  as  they 
would  in  the  past  *  but  when  the  bulk  of  the  cotton  is  gone,  is  it  not 
possible  that  the  character  of  contracts  referred  to  by  the  chairman, 
to  the  extent  of  hundreds  of  millions  of  bales,  to  be  sold  ? 

Mr.  HiLJi.  No ;  that  would  be  an  exaggeration. 

Mr.  Heflin.  Well,  60,000.000  bales? 

Mr.  Hnji.  Oh,  there  mignt  be  in  the  course  of  a  year  50,000,000 
bales. 

Mr.  Hefun.  And  there  might  ijot  be  in  existence  over  150,000 
bales  of  actual  cotton. 

Mr.  HiLii.  Oh,  yes ;  more  than  that. 

Mr.  Hefmn.  Well,  500,000  bales. 

Mr.  Hill.  There  is  always  more  than  that. 

Mr.  Hefljn.  I  am  talking  about  a  possible  case. 

Mr.  HiLX..  When  you  get  to  that  condition,  cotton  is  above  20  cents 
a  pound — ^that  condition,  in  the  visible  supply. 

Mr.  Hefun.  Is  it  not  possible  for  50,000,000  bales  to  be  dealt  in 
on  the  cotton  exchange  when  there  might  not  be  over  500,000  bales  in 
the  United  States  with  which  to  make  the  contracts  ? 

Mr.  HiLi*.  No,  sir. 

Mr.  Heflin.  It  would  not  be  possible? 

Mr.  Hill.  No,  sir. 

Mr.  Hawley.  How  many  bales  are  received  in  New  York  and  dis- 
posed of  to  consumers  in  the  course  of  an  ordinary  year? 

Mr.  Hill.  I  should  say  somewhere  between  800,000  and  1,200,000. 

Mr.  Mabsh.  It  varies  very  greatly,  from  300,000  or  400,000  up  to 
1,250,000. 

Mr.  Taylor.  The  trading  in  New  York  is  not  confined  to  the  people 
in  New  York  and  the  spinners  in  New  England.  They  make  con- 
tracts with  the  southern  spinners. 

Mt.  Hill.  Yes;  I  have  1,800  people  trading  on  my  books,  all  the 
way  from  Bombay,  India,  to  Sweden. 

Mr.  Taylor.  And  all  the  cotton  bought  in  New  York  does  not 
come  throuffh  that  port;  it  is  often  transferred  from  the  South  direct 
to  Liverpo<3,  or  wherever  it  ultimately  goes. 

Mr.  Hill.  I  do  not  think  I  ever,  out  of  a  quarter  of  a  million  bales 
that  I  have  handled  in  a  spot  way,  that  I  ever  had  10,000  bales  de- 
Hvered  in  New  York. 

Mr.  Taylor.  Practically  all  contracts  for  cotton  goods  are  made 
months  before  the  eoods  are  made  up,  are  they  not? 

Mr.  Hill.  I  think  so;  but  you  will  have  to  ask  the  spinners  about 
that. 

Afr.  Pasker.  Mr.  Chairman,  I  would  like  to  apologize  for  a  little 
temper  which  I  showed  a  moment  ago.  I  do  not  think  Mr.  Hill  or 
Mr.  Marsh  meant  to  use  an  offensive  expression  when  they  used  the 
term  "  shylock.'' 

However,  I  wish  to  say  this :  That  I  am  willing  to  stand  on  that 
particular  transaction  to  which  they  referred  to  show  the  absolute 
necessity  of  remedying  the  conditions  of  the  cotton  exchange.  This 
was  the  transaction : 

In  December  I  bought  1,000  bales  of  middling  cotton  from  Mr. 
McFadden,  paying  him  110  points  on  May ;  that  is,  I  paid  him  110 
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Soints  more  than  New  York  cotton  was  represented  to  be  worth  in 
fay.  He  was  to  deliver  me  that  cotton  in  May.  At  the  time  May 
cotton  was  12.90.  I,  therefore,  paid  him  14  cents  for  that  1,000  bales 
of  cotton. 

Then  what  happened?  Mr.  McFadden  has  the  reputation — I  will 
not  say  he  made  it — but  the  large  borrowers  in  New  York  sold  that 
cotton  there  until' they  forced  May  cotton  down  to  11.50.  I,  therefore, 
had  a  loss,  apparently,  in  May  cotton  of  the  difference  between  14 
and  11.60.  As  far  as  the  buyer  of  my  goods  was  concerned,  he 
thought  that  I  was  going  to  buy  my  cotton  at  11.50. 

Mr.  McFadden  said  to  me,  "I  find  great  difficulty  in  ^tting 
middling  cotton.  In  the  place  of  middling  cotton,  will  you  take  low 
middling  at  125  points  difference  ?  "  I  said, "  I  will  not  do  it  I  will 
tell  you  what  I  will  do,  however ;  I  will  cancel  that  contract  with  you 
for  13^  cents.  I  will  lose  ^  cent,  because  I  can  buy  middling  cotton  at 
my  own  price  at  13^  cents ;  and  although  you  in  New  York  have  so 
depressed  the  price  that  the  public  thinks  that  I  can  buy  that  cotton 
at  Hi  cents,  I  will  lose  i  cent  to  you  and  pay  the  farmer  13^  cents." 
He  said,  "  No ;  I  will  not  do  it,  because  I  have  lost  so  much  on  my 
hedges." 

He  has  not  done  it ;  and  he  has  got  to  deliver  the  cotton  to  me. 

Middling  cotton  is  one  grade  that  is  not  in  abundance;  but  if 
you  will  pay  the  14  cents  that  I  am  going  to  pay  he  will  get  all  he 
wants.  If  he  will  pay  13^  cents,  he  will  get  all  he  wants.  If  he  is 
going  to  pay  only  11^  or  12  cents,  he  is  not  going  to  get  it;  and 
neither  am  I  going  to  settle  with  him  on  arbitrary  differences  fixed 
upon  by  a  dinerence  of  value  brought  about  by  manipulation. 

Mr.  Mabsh.  In  view  of  that  statement  of  Mr.  Parker,  Mr.  Chair- 
man, I  want  to  say  that  in  what  I  said,  I  actually  had  not  Mr.  Parker 
nor  this  particular  transaction  in  mind  at  all ;  and  I  am  exceedingly 
sorry  if  the  manner  of  my  utterance  led  Mr.  Parker  to  think  that  in 
any  way  I  was  even  thinking  of  criticising  him,  because  I  was  not. 

The  point  that  struck  me  was  that  here  was  a  case  where  it  ap- 
peared from  the  surface  of  the  statement  that  a  great  firm,  the 
largest  cotton  firm  in  the  country,  could  not  get  any  middling  cotton 
to  fill  the  sale;  that  was  all  I  had  in  mind,  and  all  I  wanted  to  bring 
out. 

The  Chairman.  Mr.  Marsh,  before  you  take  your  seat,  I  will  ask 
you,  do  you  agree  with  Mr.  Parker's  statement  that  if  they  would 
pay  a  reasonable  price  for  that  class  of  cotton  they  can  get  it? 

Mr.  Marsh.  That  I  am  not  accurately  informed  about,  because  I 
am  not  buying  and  selling  cotton  in  the  South ;  but  I  have  no  doubt 
that  Mr.  barker  is  quite  correct  in  saying  that  they  can  buy  that 
cotton,  a  limited  quantity  of  it. 

Mr.  Jaooway.  Did  you  say  a  while  ago  that  the  contract  need  not 
be  complied  with? 

Mr.  Marsh.  I  took  the  statement  as  it  was  made  here,  as  Mr. 
Hill  made  it;  and  I  confess  that  Mr.  Parker  has  put  a  somewhat 
different  light  on  the  situation  since  Mr.  Hill  made  the  statement. 
Mr.  Hill's  statement,  as  I  understood  it,  was 

Mr.  Parker  (interposing).  Bight  there  I  will  ask  Mr.  Webb 
if  I  were  to-day  to  offer  ^ou  14  cents  a  pound  for  1,000  bales  of  mid- 
dling, could  you  not  get  it  very  quickly? 
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Mr.  Webb.  I  think  so.  I  will  state,  however,  that  it  would  be 
very  difficult  for  me  to  get  it,  as  the  middling  is  very  scarce  now. 
I  coold  get  strict  middling  much  more  easily. 

(Thereupon,  at  5  o'clock  p.  m.,  the  committee  took  a  recess  until 
10.30  o'clock  to-morrow  morning.) 


Committee  on  Agricultukb,  • 
House  of  Representatives, 
Washington,  D.  0.^  Friday,  April  H,  19U. 

At  10.30  a.  m.  the  committee  reassembled,  pursuant  to  the  taking 
of  recess. 

The  Chaikman.  I  do  not  think  Mr.  Hill  had  concluded  his  state- 
ment yesterday  when  we  recessed,  and  we  will  ask  him  to  continue 
this  morning. 

STATEHENT  OF  HE.  J.  C.  HILL— Continued. 

Mr.  Hnx.  I  had  only  a  letter  to  read,  which  I  had  written  to  Mr. 
Meadows,  dated  April  8, 1914,  in  reply  to  a  letter  from  Mr.  Meadows 
asking  me  in  regard  to  the  various  bills  you  have  here  before  you. 

Yours  of  April  6th.  The  very  title  of  your  office  is  sufficient  pardon  for  the 
lack  of  brevity  which  I  must  evidence  in  answer  thereto.  To  answer  It  prop- 
erly I  must  go  into  rather  sweeping  detail. 

You  ask  my  criticism  of  House  bill  15318  and  House  bill  14492.  I  shall  also 
include  in  my  remarks  Senate  bill  110. 

H.  R.  15318: 

I  Uke  the  initial  clauses  of  this  bill,  and  I  like  the  tax  idea  rather  than  the 
prohibition  of  the  mails,  for  the  reason,  first,  I  think  the  business  can  stand  a 
small  tax,  and  my  suggestion  is  1  cent  a  pound,  or  an  absolutely  prohibitive 
tax. 

Mr.  Hawley.  What? 

Mr.  Hill.  One  cent  a  pound. 

Mr.  HAwiiEY.  It  is  one-tenth  of  a  cent  a  pound. 

Mr.  HHiL.  No ;  1  cent  a  pound  will  be  $5  a  bale  for  those  who  do 
not  comply  with  the  law. 

Mr.  Hawlby.  I  thought  you  were  referring  to  clause  8,  which  says 
one-tenth  of  a  cent  a  pound. 

Mr.  HiuLu  One-tenth  of  a  cent  a  pound;  but  I  say  here  1  cent  a 
pound 

Mr.  HAWiiET.  You  are  not  commenting  on  this  clause  here? 

Mr.  Hnx.  I  am  criticizing  that  clause,  and  I  will  give  the  reasons 
later  on,  page  by  page. 

I  think  the  business  can  stand  a  small  tax,  and  my  suggestion  is  1  cent  a 
pound,  or  an  absolutely  prohibitive  tax,  for  contracts  which  do  not  comply  with 
the  bill,  and  5  cents  per  hundred  bales  instead  of  25  cents  for  those  which  do 
comply  with  the  bill.  However,  the  figures  as  they  are  written  in  the  bill  are 
not  sufficiently  objectionable,  and  wo^Id  stand  very  well,  and  not  seriously 
interfere  with  the  volume  of  business  done,  because  I  do  not  think  25  cents 
per  100  bales  would  keep  any  except  a  few  cranks  away  from  the  market. 

I  would  therefore  go  to  page  3,  section  5,  line  14,  and  would  make  that  line 
read  as  follows: 

"Contracts,  by-laws,  and  rules  of  said  exchange,  board  of  trade,  or  similar 
institution  to  comply  with  each  of  the  following  conditions." 
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This,  as  you  will  notice,  is  merely  an  amplification  of  the  i 
of  the  fact  that  this  law  is  devised  to  compel  exchanges  to  adopt 
certain  reforms. 

My  next  correction  would  be  on  line  24,  page  8,  in  which  I  would  eliminate 
the  two  words  "  or  settled." 

Mr.  Ha  WLET.  Are  you  going  to  tell  us  why  ? 
Mr.  Hill.  Yes,  sir. 

My  reasoif  for  making  this  correction  is  that  if  you  leave  those  two  words  In 
it  might  permit  buclset  shops  to  do  business  where  there  was  no  actual  inten- 
tion to  receive  or  deliver  cotton. 

That  is  line  24,  page  3. 

On  page  4,  section  5,  I  would  add  the  words  "  mixed-packed  "  in  line  10,  and 
I  would  insert  in  line  19,  right  after  the  word  "  Unters,"  the  following  phrase : 
•*  or  cottons  commonly  known  as  hollies  or  machine-gin  cotton." 

Mr.  Parker.  Mr.  Hill,  is  not  that  word  "  mis-packed,"  meant  for 
"  mixed-packed  *'  ? 

Mr.  Hill.  I  was  referring  to  that  now. 

Mr^  Pareler.  Is  there  any  such  thing  as  miss-packed  ? 

Mr.  Hill.  I  do  not  know  of  it;  no,  sir. 

The  Chairman.  It  is  mixed-packed  ? 

Mr.  Hill.  Mixed-packed. 

I  would  insert  in  line  19,  right  after  the  woid  **  linters/'  the  following  phrase : 
"  or  cottons  commonly  known  as  hollies  or  machine-gin  cotton.'* 

Mr.  Glenn Y.  May  I  interrupt  you,  Mr.  Hill?  Do  you  mean  ma- 
chine ginned  or  machine  cotton,  because  you  have  machine  cotton 
after  it  has  been  ginned? 

Mr.  Hill.  I  mean  machine-ginned  cotton. 

Mr.  Glenn Y.  If  you  say  "  machine  cotton  "  you  cover  both. 

Mr.  Hill.  I  do  not  see  the  distinction 

Mr.  Glennt  (continuing).  Because  they  take  cotton  which  has 
been  ginned  and  run  it  through  the  machine  and  improve  its  quality. 
They  take  factor  samples  and  pickings  from  the  factor^s  <^ce  and 
run  them  through  the  machine. 

Mr.  Hill.  Then  I  would  say  machined  cotton. 

Mr.  Glenn Y.  It  is  a  technicality,  perhaps,  but  "machined  cotton" 
covers  both  and  "  machine-ginned  cotton  "  does  not. 

The  Chairman.  Then,  you  would  make  that  "  machined  cotton " 
instead  of  "  machine-ginned  "  ? 

Mr.  Hill.  Machined  cotton ;  yes. 

On  the  top  of  page  5,  we  have  section  6  of  the  bill,  which  covers  very  nicely 
both  the  idea  that  no  pro  forma  deliveries  are  to  be  made,  and  the  fact  that 
each  bale  of  cotton  must  be  adequately  tagged  and  identified,  but  I  would  in- 
sert at  the  end  of  line  7  the  following  phraseology :  "  and  that  if  such  delivery 
contains  more  than  one  single  grade  the  seller  shall  pay  the  buyer  $1  per  bale 
penalty." 

That  embraces  the  idea  of  an  even-running  delivery  with  a  penalty 
for  mixed  deliveries. 

The  Chairman.  Mr.  Hill,  in  that  connection,  is  it  your  judsmeut 
that  the  insertion  of  that  language  would  not  narrow  the  market  so 
much  as  to  cause  manipulation  or  an  undue  hardship  ? 

Mr.  Hill.  I  do  not  think  it  would,  Mr.  Chairman.  As  a  matter 
of  fact  the  clause  as  you  have  it  to  properly  identify  the  cotton,  tag 
and  bale  and  make  each  bale  so  you  can  easily  get  at  it,  would  ^uip 
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large  handlers  of  cotton  so  that  they  could  make  it  even  running  if 
they  wanted  to.  If  a  man  bought  5,000  bales  of  cotton  or  4,00Q  bales 
of  cotton  he  could  very  easily  go  through  and  separate  15,000  or 
20,000  bales  himself  if  each  bale  was  separately  marked  and  which 
could  be  retendered  in  another  certificate  from  the  one  in  which  he 
received  it. 

Mr.  Hawlet.  Mr.  Hill,  suppose  the  cotton  crop  runs  15,000,000 
bales,  how  would  that  amount  be  graded  ?  Is  it  generally  distributed 
among  the  grades  ? 

Mr.  Hill.  It  is  entirely  according  to  the  year,  Mr.  Hawley.    A 

J  rear  like  this,  why,  I  should  say  the  predominant  grades  would  be 
ow  middling,  strict  low  middling,  and  middling  cotton  which  would 
cover,  oh,  easily  60  per  cent  of  the  crop. 
Mr.  Hawley.  And  about  equally  distributed  among  those  f 
Mr.  Hill.  Oh,  no. 

Mr.  Hawley.  What  grade  of  cotton  is  usually  the  predominant 
grade? 

Mr.  Hill.  Strict  low  and  middling,  I  should  say. 

The  Chairman.  Strict  low  and  middling? 

Mr.  Hill.  Strict  low  and  middling.    That,  however,  is  a  sheer 

fuess.  One  year  differs  from  another  very,  very  widely.  This  year 
as  been  a  low-grade  year,  an  extremely  low-grade  year. 

Mr.  Hawley.  I  was  listening  to  the  testimony  for  the  last  two  or 
three  davs,  and  it  occurred  to  me,  from  the  statements  of  a  number  of 
the  speakers,  that  there  must  be  some  grades  that  predominated  over 
the  others  in  a  very  marked  extent. 

Mr.  Hill.  Those  grades  from  low  middling  to  good  middling  cover 
80  per  cent  of  the  cotton  usually. 

Mr.  Humphreys  of  Mississippi.  Let  me  ask  you  a  question. 

Mr.  Hill.  All  right,  Mr.  Humphreys. 

Mr.  Humphreys  of  Mississippi.  You  think  the  principal  purpose 
the  exchange  performs  in  the  cotton  trade  is  insurance? 

Mr.  Hill.  Yes,  sir. 

Mr.  Humphreys  of  Mississippi.  Then,  that  being  true,  would  not 
this  penalty  you  propose  of  $1  a  bale ■ 

Mr.  Hill.  Make  it  even  running 

Mr.  Humphreys  of  Mississippi.  Where  they  deliver  different 
grades,  you  propose  to  penalize  them  if  they  give  you  different 
grades.  Now,  would  not  tne  result  of  that  be  to  give  the  buyer  in  this 
transaction  an  unfair  advantage  over  the  seller? 

Mr.  Hill.  I  think  not,  Mr.  Humphreys. 

Mr.  Humphreys  of  Mississippi.  What  other  purpose  has  it  in  view, 
if  you  do  not  want  the  cotton  itself.  If  you  are  not  there  for  the 
purpose  of  securing  the  10,000  bales  of  cotton,  what  purpose  have  you 
in  penalizing  him  if  he.  offers  you  merchantable  cotton,  but  not  all 
of  the  same  grade? 

Mr.  Hill.  The  theory  I  have,  Mr.  Humphreys,  is  this:  Cotton 
would  express  itself  to-day  without  that  clause,  let  us  say,  at  12| 

cents. 
Mr.  Humphreys  of  Mississippi.  How  is  that? 
Mr.  Hhx.-  Cotton  would  express  itself,  let  us  say,  to-day,  on  the 
market,  at  12^  cents.    If  that  clause  were  added,  it  would  express 
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itself  at  12.70.    Therefore,  the  man  who  cared  to  arrange  his  cotton 
in  evQn-running  lots  would  get  the  12.70. 

Mr.  Humphreys  of  Mississippi.  On  this  10,000-bale  contract,  then, 
that  would  be  a  commission  he  has  to  pay  of  $10,000  to  the  man  who 
bought  the  cotton  ? 

Mr.  Hill.  Yes,  sir. 

'  The  Chairman.  It  would  result  very  greatly  in  raising  the  value 
of  the  product,  would  it  not? 

Mr.  Hill.  No  more  than  a  dollar  a  bale,  I  do  not  think. 

Mr.  Glen  NY.  Would  not  that  be  putting  the  contract  back  in  the 
algebraic  division  and  taking  it  out  of  the  arithmetical  i 

Mr.  Hill.  To  some  extent,  yes ;  and  would  compel  those  who  dealt 
in  cotton  on  contract  to  properly  class  it. 

Mr.  Humphreys  of  Mississippi.  Right  there  I  want  to  get  this 
straight  in  my  mind  and  am  asKing  these  Questions;  for  information, 
because  I  am  very  much  in  the  dark  and  need  light.  It  would  compel 
those,  vou  say,  to  class  the  cotton;  it  would  compel  the  seller  to 
properly  class  them? 

Mr.  Hill.  No  ;  it  would  not  compel  them.  But  my  idea  is  it  would 
make  a  mixed  shipment  unprofitable. 

Mr.  Humphreys  of  Mississippi.  I  think  your  statement  was  it 
would  compel  them. 

Mr.  Hill.  On  the  contract,  if  they  wanted  to  enjoy  the  12.50  price, 
they  may  tender  a  mixed  lot,  but  if  they  want  to  enjoy  the  12.70 
price  they  would  make  tender  of  an  even-running  lot. 

Mr.  Humphreys  of  Mississippi.  My  idea  was  you  stated  when  you 
started  you  did  not  want  the  cotton,  but  you  wanted  the  insurance. 
Now,  jrou  are  requiring  the  seller,  it  occurs  to  me,  to  do  something 
that  will  simply  put  the  price  of  your  contract  up  and  enable  you 
to  make  a  dollar  a  bale  more  than  the  buyer  on  his  contract — more 
than  he  otherwise  would  make — when  he  has  not  real  intention  of 
securing  actual  cotton. 

Mr.  Hill.  The  very  idea  of  this,  Mr.  Humphreys,  is  to  make  our 
market  a  spot  market,  an  attractive  market  for  those  who  finally  use 
the  cotton  to  come  to  to  secure  an  even-running  lot  suited  to  their 
wants.  A  well-assorted  dry-goods  store  will  sell  goods  to  better  ad- 
vantage than  the  man  who  has  them  just  in  one  huge  store. 

Mr.  Humphreys  of  Mississippi.  I  understand.  If  a  man  goes  to 
a  dry-goods  store  for  the  purpose  of  buying  dry  goods,  that  is  true. 

Mr.  Hill.  I  want  them  to. 

Mr.  Humphreys  of  Mississippi.  But  if  a  man  goes  to  a  cotton  ex- 
chan^  for  the  purpose  of  securing  contracts,  then  it  does  occur  to 
me  if  you  penalize  the  seller  who  under  this  bill  would  have  a  right 
to  deliver  only  merchantable  cotton,  you  penalize  him  if  he  stays 
within  these  grades.  It  does  occur  to  me  that  you  are  taking  an  ad- 
vantage ;  that  the  buyer  is  taking  an  undue  advantage. 

Mr.  Hill.  If  contracts  were  the  only  thing  that  the  cotton  exchange 
were  suited  for,  Mr.  Humphreys.  But  t^th  New  York  and  New 
Orleans  are  the  places  where  the  spinner  could  go  to  buy  his  cotton. 
Many,  many  time  in  a  wild  market  a  spinner  would  be  much  safer 
if  the  desired  grades  were  obtainable  themselves  than  if  you  use 
contracts,  and  he  is  buying  from  some  fellow  who  might  or  might 
not  be  able  to  fulfill  his  contract. 
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Mr.  Humphreys  of  Mississippi.  Is  it  your  belief  that  under  the 
bill  as  drawn,  or  with  the  amendment  suggested  by  you,  a  material 
part  of  the  ISjOOOjOOO-bale  crop  would  be  bought  and  sold  on  the 
exchange  ? 

Mr.  HiLXi.  I  asked  one  of  the  most  prominent  cotton  men  in  New 
York  City  that  very  question,  and  he  said  he  thought  if  that  sort  of  a 
bill  should  be  devised  that  the  objection  he  raised  to  it  was  an  in- 
sufficient warehouse  room  there.  If  we  had  sufficient  warehouse  room 
we  would  become  the  same  character  of  a  market  Liverpool  is. 

Mr.  Hawlby.  How  much  cotton  can  you  warehouse  there  at  any 
one  time  now  ? 

Mr.  Hill.  In  New  York  I  suppose  the  capacity  is  350,000  or  400,000 
bales  of  cotton.  That  is  my  impression.  We  have  an  additional 
warehouse  in  view  now. 

Mr.  Heflin.  What  were  you  saying  about  Liverpool  ? 

Mr.  HiUL.  My  ideas  are  to  make  New  York  become  like  Liverpool, 
a  place  of  storage  for  from  900,000  to  1,000,000  bales  of  cotton. 
Although  we  are  geographically  slightly  away  from  any  other  point 
of  transfer,  but  at  the  same^time  we  could  bring  cotton  back  from 
Liverpool  at  15  cents  a  hundred,  or  15  points. 

Mr.  Habrison.  Does  that  warehouse  belong  to  the  New^York  Cot- 
ton Exchange? 

Mr.  HiiiL.  No,  sir. 

Mr.  Harrison.  Does  the  New  York  Cotton  Exchange  own  any  ware- 
house? 

Mr.  HiiiL.  I  do  not  think  they  do. 

Mr.  Maguire.  It  belongs  to  the  individual  members  of  it,  I  sup- 
pose? 

Mr.  Hiix.  No  ;  the  members  have  nothing  to  do  with  it. 

Mr.  Sloan.  Who  does  own  it  ? 

Mr.  Hill.  Several  different  companies.  The  New  York  Dock  Co. 
owns  it  and  the  German- American  Warehouse  Co. — how-  many  sys- 
tems are  there,  Mr.  Marsh? 

Mr.  Marsh.  There  are  three  systems  now. 

Mr.  Harrison.  But  not  in  any  way  under  the  direction  of  the 
New  York  Cotton  Exchange? 

Mr.  Hill.  No; 

Mr.  Harrison.  And  not  under  its  management  at  all? 

Mr.  Hill.  No. 

Mr.  Sloan.  Wlio  suggests  this  scheme  you  speak  of? 

Mr.  Hill.  THere  is  a  scheme  on  foot  now  looking  to  the  construc- 
tion of  a  warehouse,  but  nothing  definite  has  been  decided  yet — one  on 
the  east  end  of  Long  Island,  and  the  Long  Island  Railroad  Co.  has 
expressed  some  willingness  to  participate  in  it;  another  on  the  docks 
in  Brooklyn— a  warehouse  costing  $600,000  or  $700,000. 

Mr.  Maguire.  Does  the  Liverpool  Exchange  own  its  warehouses? 

Mr.  Hill.  I  could  not  tell  you. 

Mr.  Marsh.  It  does  not. 

Mr.  Hill.  I  do  not  think  it  does. 

Mr.  Marsh.  It  owns  no  warehouse. 

The  Chairman.  All  right,  Mr.  Hill ;  proceed. 

Mr.  Hill  (reading)  : 

My  reason  for  this  Insertion  is  that  I  think  our  contract  should  express  itself 
as  an  even-running  contract    The  argument  in  favor  of  its  expressing  itself  in 


1104  BEGULATION  OF  COTTON  EXOHAKGES. 

tbat  way  you  already  have  In  the  long-winded  document  which  I  have  pre- 
viously sent  you.  I  think  that  this  would  make  our  contract  express  itself 
higher,  and  I  think,  in  addition  thereto,  it  would  cause  those  who  shipped  cotton 
here  to  class  it  first  at  home  rather  than  to  ship  a  lot  of  odds  and  ends  up  here 
and  let  these  people  class  it. 

Then  we  come  to  section  6,  page  5  and  line  19,  which  should,  I  think,  be  made 
to  read  as  follows 

Mr.  Maguire.  You  spoke  something  about  classification  at  points 
where  the  production  is. 

Mr.  Hill.  What  I  mean  is,  the  man  should  ship  out  uniform  cot- 
ton rather  than  a  lot  of  odds  and  ends.  He  should  grade  and  classi^ 
it  himself  at  home  rather  than  go  out  in  the  yard  and  say,  ''  Ship 
all  the  rest  of  my  cotton — ^the  remnants — ^to  New  York." 

Mr.  Maquibe.  To  whose  advantage  do  you  consider  that  to  be? 

Mr.  Hill.  Oh,  no  one.  There  is  no  advantage  except  the  advantage 
that  the  man  gives  us  merchantable  cotton  in  New  York. 

Mr.  Maguire.  It  compels  him  to  supply  just  the  grade  required  in 
your  market,  or  compels  him  to  dassinr  it  ? 

Mr.  HHiL.  No ;  it  compels  him  to  at  least  scrutinize  his  cotton  he  is 
shipping.  A  great  deal  of  cotton  shipped,  to  New  York  as  renmanta 
of  5  bales  here,  10  bales  there,  and  15  bales  yonder,  to  make  up  a  100- 
bale  lot — when  it  reaches  there  the  owner  of  the  cotton  for  the  first 
time  knows  accurately  its  class. 

Mr.  Maguibe.  In  doing  that,  you  are  putting  him  somewhat  al 
your  mercy,  are  you  not? 

Mr.  Hill.  I  do  not  think  so.    He  can  ship  it  as  it  is. 

Mr.  Maquirb.  Classified  according  to  your  suggestion,  of  course. 

Mr.  Hill.  No  ;  he  can  ship  it  as  it  is,  and  get  his  value  for  it.  If 
he  cares  to  arrange  it  in  even-running  lots,  why,  he  will  get  $1  more 
a  bale  for  it. 

Mr.  Sloan.  Is  not  the  exchange — for  instance,  the  live-stock  ex- 
changes we  have  in  all  the  different  large  centers,  and  also  the  grain 
exchange — -to  a  large  extent  largely  for  the  purpose  of  grouping  and 
classification,  where  the  small  producer  does  not  produce  a  uniform 
product,  but  sends  what  he  has,  that  it  may  be  classified,  and,  being 
classified,  value  added  to  it  by  reason  of  its  classification  ?  And  is 
not  that  the  proper  function  of  your  exchange — I  mean  one  of  them! 

Mr.  Hill.  That  is  the  proper  function.  But,  then,  to  come  back 
to  my  idea  again,  if  you  should  ship  10  carloads  of  3-year-old  steers, 
classified  at  home,  you  would  get  a  better  price  than  shipping  a  mixed 
carload  of  steers,  cows,  and  yearlings,  and  get  a  roui^d-lot  price. 

Mr.  Sloan.  I  agree  with  you,  as  far  as  classification  can  take  place, 
that  it  should  take  place. 

Mr.  Hill.  Yes. 

Mr.  Sloan.  I  quite  agree  with  that;  but  I  did  not  know  how  far 
your  remarks  went  as  hedging  upon  that  and  placing  the  classifica- 
tion upon  the  initiator  ratner  than  you  taking  your  legitimate  part 
on  the  exchange. 

Mr.  Hill.  No  ;  it  is  not  compulsory. 

Mr.  Sloan.  It  ought  to  be  distributed  between  them.  The  original 
shipper  growing  the  cattle,  of  course,  ought  to  classify  them  for  his 
own  benefit  as  much  as  possible. 

Mr.  Hill.  He  ought  to. 

Mr.  Sloan.  But,  of  course,  if  he  has  some  8-year-old  steers,  some 
2-year-old  steers,  and  some  heifers,  and  something  else,  he  has  to 
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ship  what  he  has  and  they  go  to  the  exchange  and  then  they  are 
assembled  there  as  one  of  the  legitimate  functions  of  the  exchange 
to  present  to  the  proper  buyers,  and,  I  suppose,  cotton,  to  a  large 
extent,  would  follow  the  same  course. 

Mr.  Hnii.  Of  course.  Suppose  he  shipped  500  steers  there,  the 
function  of  the  exchange  is  to  class  each  one  of  those  steers  sepa- 
rately. But  the  man  can,  if  he  wants  to,  when  he  gets  ready  toi 
deliver,  if  he  has  200  3-year-old  steers,  make  them  into  one  certifi- 
cate and  one  contract  and  secure  a  slightly  better  price  than  he 
would  if  he  were  just  to  pick  out  the  first  head  of  cattle  he  comes  to. 

Mr.  Sloan.  Then  your  idea  is  he  should  do  his  share  of  classifi- 
cation? 

Mr.  Hill.  As  much  as  possible. 

Mr.  Sloan.  But  not  take  the  burden  from  your  shoulders,  but 
you  doing  your  share? 

Mr.  Hill.  Yes;  that  is  the  idea. 

Mr.  HuMPHBEYS  of  Mississippi.  Mr.  Hill,  may  I  ask  you  another 
question  about  that  $1  penalty?  As  I  understand,  some  years  a 
large  part  of  the  crop  is  of  a  good  grade,  due  to  a  favorable  season. 
Another  year,  due  to  some  cause,  a  large  portion  of  the  crop  is  of 
a  lower  grade.  I  suppose  that  same  proportion  would  naturally  be 
reflected  in  the  cotton  that  is  in  New  York  in  the  warehouse.  If 
60  per  cent  of  the  crop,  or  75  per  cent  of  it,  is  a  low  grade,  then  60  or 
75  per  cent  of  the  cotton  on  nand  in  New  York  deliverable  on  con- 
tract will  be  of  low  grade? 

Mr.  Hill.  I  should  think  so. 

Mr.  Humphreys  of  Mississippi.  And  so,  in  a  good  year,  you  have  a 
high  grade.  Now,  that  being  true,  would  not  this  penalty  tend  to 
depress  the  price  of  that  particular  grade  of  cotton  which  is  repre- 
sented by  that — ^I  yas  going  to  say  the  minority  fraction — smsuler 
fraction? 


Mr.  Hill.  A  very  small  shipper,  possibly  he  might 

Mr.  Humphreys  of  Mississippi.  In  the  dealings  on  the  New  York 
Exchange,  if  the  man  naturally  would  have  to  deliver  three-fourths 
of  his  cotton  of  a  certain  grade  and  pay  a  penalty  of  $1  a  bale  on  all 
that  was  not  of  that  grade,  would  not  that  naturally  tend  to  depress 
the  price  of  the  other?  • 

Mr.  Hill.  The  idea  is  this:  That,  theoretically,  there  would  only 
be  a  single  fractional  part  of  100  bales — let  us  say  the  ffrade  that 
was  less  plentiful  was  middling  fair ;  there  would  only  he  a  frac- 
tional part  of  100  bales  of  middling  fair.  If  there  were  in  your 
stock  800  bales  of  middling  fair  cotton,  or,  let  us  say  823  bales  of 
middling  fair  cotton,  inevitably  these  would  gravitate  into  8  con- 
tracts of  100  bales  each  plus  a  fractional  lot  and  that  23-bale  lot 
would  be  the  only  one  that  penalty  would  attach  to. 

Mr.  Humphreys  of  Mississippi.  There  would  be  20  points,  I 
understand 

Mr.  Hill.  There  would  be  23  bales  of  cotton. 

Mr.  Humphreys  of  Mississippi.  And  would  be  20  points  on  every 
bale  of  cotton  of  that  srade. 

Mr.  Hii-l.  No;  you  oo  not  cet  the  idea.  If  there  were  823  bales  of 
middling  fair  cotton,  and  ii  that  was  all  there  was  in  New  York, 
800  of  them  would  be  in  even-running  lots  and  23  of  them  would  be 
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the  only  ones  that  would  float  around  and  pay  the  penalty  if  they 
were  tendered.  As  a  matter  of  fact,  people  would  go  into  the  un- 
scrambling business. 

Mr.  Lever,  we  will  say,  would  go  to  New  York  with  a  mixed  lot  of 
200  bales  of  cotton,  and  in  that  he  would  have  50  bales  each  of  four 
different  grades.  You  would  go  to  New  York  with  a  mixed  lot  of 
cotton,  and  in  that  you  would  have  a  mixed  lot  or  four  lots  of  50 
bales  each.  Now,  by  trading  amon^  yourselves  you  could  swap 
him  50  bales  of  midaling  low  for  50  oaies  of  midming,  paying  the 
difference.  That  would  complete  each  of  you  a  hundred-bale  lot  of 
cotton. 

Mr.  Marsh.  Mr.  Chairman,  may  I  ask  a  question  at  this  point? 

The  Chairman.  Yes. 

Mr.  Marsh.  Would  it  not  be  true,  Mr.  Hill,  that  in  getting  this 
cotton  together  there  would  be  a  very  heavy  expense  in  the  way  of 
lighterage,  drayage,  etc.,  on  the  cotton? 

Mr.  Hill.  Not  if  each  bale  were  separately  classed  there  would 
not  be. 

Mr.  Marsh.  If  the  unscrambling  were  done  in  New  York  you 
would  have  100  bales  of  mixed  cotton  at  the  railroad  stores  on  Staten 
Island  in  which  13  bales  were  strict  middling  cotton.  You  have  an- 
other 100  bales  of  cotton  of  mixed  lots  of  cotton,  of  mixed  grades  of 
cotton,  at  the  independent  stores,  and  in  some  one  store  otit  of  the 
80  or  90  independent  stores,  and  say  you  would  have  these  mixed  lots 
of  cotton  scattered  all  over  the  port  of  New  York:  In  order  to  get 
them  together  you  would  have  to  have  the  expenses  of  lighterage, 
handling,  draying,  and  so  on,  unless  you  were  going  to  provide  that 
you  could  deliver  to  a  man  100  bales  of  even-running  cotton,  10  bales 
on  Staten  Island,  10  bales  in  South  Brooklyn,  85  bales  somewhere  else, 
and  so  on,  all  over  the  port  of  New  York. 

Mr.  HiLJ>.  Well,  I  would  make  that  provision,  then.  I  would  say 
in  case  an  even-running  delivery  was  made  it  could  be  made  in  half  a 
dozen  warehouses. 

Mr.  Marsh.  In  that  case,  however,  the  receiver  would  have  to  pay 
the  expense  of  putting  them  together,  would  he  not? 

Mr.  Hill.  No;  not  if  you  had  that  provision  in  your  rules  or  by- 
laws, that  in  case  an  even-rtlnning  delivery  were  made  it  could  be 
made  in  half  a  dozen  different  warehouses. 

Mr.  Hu^fPHREYS  of  Mississippi.  Mr.  Marsh,  may  I  ask  you  one 
question,  the  same  one  I  asked  Mr.  Hill  a  moment  ago?  If  this 
penalty  of  a  dollar  were  imposed,  what,  in  yotir  opinion,  would  be 
the  effect  on  the  cotton  that  represents  the  smaller  fraction  of  the 
grades  in  the  crop?    Do  you  catch  my  question? 

Mr.  Marsh.  I  think  I  understand  what  you  mean,  Mr.  Humphreys. 

Mr.  Humphreys  of  Mississippi.  That  is,  if  60  or  75  per  cent  of  tiie 
cotton  there  is  of  one  grade,  then  what  would  be  the  effect  of  this 
provision  on  the  cotton  that  represents  the  other  grades? 

Mr.  Marsh.  In  the  first  place,  Mr.  Humphreys,  I  do  not  think  it 
often  happens  that  65  per  cent  of  the  cotton  there  is  of  one  or  two 

Srades.  Almost  invariably  the  cotton  in  New  York  is  pretty  fairly 
ivided  among  the  different  grades.  It  is,  of  course,  true  that  in 
a  low-grade  year  the  lower  grades  are  more  heavily  represented  than 
the  higher  grades;  and  in  a  high-grade  year  the  higher  grades  are 
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more  heavily  represented  than  the  lower  grades.  But,  generally 
speaking,  the  New  York  exchange  contains  a  fair  assortment  of  the 
various  grades,  high  and  low.  I  am  not  able  to  reason,  out  myself, 
to  my  own  satisfaction,  exactly  what  would  happen  to  those  scat- 
tered lots  of  the  minority  grades.  I  do  not  know — this  question^ 
which  I  asked  you,  about  the  expense  of  gathering  the  bales  together 
in  a  great  place,  like  the  port  of  New  York,  where  you  have  verv 
high  lighterage  charges  and  have  high  labor  charges  and  very  hign 
in-and-out  warehouse  charges,  and  so  on — I  do  not  know  just  how 
that  would  work  out.  It  seems  to  me  offhand,  that  the  effect  upon 
the  minority  ^ades  would  be  to  depress  their  value;  but  I  do  not 
want  to  take  that  position  decisively. 

Mr.  TJjiJu  You  do  not  mean,  Mr.  Marsh,  it  would  depress  the 
value  of  any  one  grade  unless  it  depresses  the  whole  contract.  Yon 
might  argue  that,  but  it  could  not  depress  the  value  of  any  one 
grade  more  than  the  commercial  difference  or  the  fixed  difference 
on  the  commercial  system. 

Mr.  Mabsh.  In  my  opinion,  offhand,  it  would  depress  the  value 
in  the  market  of  any  grade  which  was  scattered  in  small  lots  aU 
through  the  warehouses  of  New  York,  because  it  seems  to  me,  off- 
hand, that  somebody  would  have  to  bear  the  expense  of  getting 
those  scattered  lots  together  somewhere,  and  that  the  expense  would 
naturally  be  deducted  from  the  market  worth  of  that  cotton. 

To  put  it  in  another  way,  if  the  small  shipper  in  the  South  ships 
a  hundred  bales  to  New  York  containing  five  or  six  different  grades^ 
that  cotton  would  necessarily,  in  the  first  place,  be  put  into  one  store- 
He  could  not  have  it  delivered  to  half  a  dozen  different  stores;  if 
would  go  to  one  store.  That  is  a  railroad  and  lighterage  proposition ; 
not  a  cotton-exchange  proposition  at  all.  Now,  then,  he  has  five  or 
six  or  seven  grades  in  one  store,  and  no  one  of  those  grades  is,  as 
far  as  he  is  ccHicemed,  deliverable,  except  at  the  penalty.  If  the 
cottcm  is  to  be  brought  together  into  even-running  lots,  he  or 
somebody  else  has  got  to  bear  the  expense  of  getting  it  together; 
and  it  would  seem  to  me  that  that  cotton  would  therefore,  localljr 
and  for  the  moment,  be  depressed  in  worth  to  the  extent  of  that  ex- 
pense.  What  that  would  be  I  do  not  know. 

Mr.  Hawlet.  Mr.  Hill,  under  your  proposition  would  not  this 
be  the  result,  that  in  every  one  of  the  stores  cotton  would  be  as^ 
sembled  in  even-running  lots  according  to  the  grade,  and  then  for 
all  the  cotton,  a  low  middling  or  strict  middling,  there  would  be  an 
excess  of,  say,  13  or  25  or  40  bales  in  that  one  store,  and  all  the  rest 
would  be  in  even-running  lots  and  you  would  not  have  to  move  very 
many  bales  from  any  store  to  any  other  store. 

Mr.  Hill.  Mr.  Hawley,  my  idea  is  there  would  be  professional  unr 
scramblers.  Let  us  reverse  this  idea,  for  argument  sake,  and  say  a 
contract  would  be  made  expressing  itself  just  as  it  now  does  on  basis 
middling,  any  grade  to  be  tendered;  and  if  it  were  tendered  a 
premium  to  be  given  if  it  were  an  even-running  lot,  a  premium  ot 
a  dollar  a  bale.  That  would  be  perfectly  satisfactory.  1  would  just 
$8  soon  say  a  "  premium "  to  be  paid  for  delivery  in  even-running. 
Jots  as  a  penalty  for  a  mixed  lot. 

Mr.  H^WLJBT.  I  was  just  speaking  of  Mr.  Marsh's  objection.    I£ 
50  000  bales  went  into  one  warehouse 
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Mr.  Mabsh.  That  is  impossible,  sir.  A  single  store  in  New  York 
holds  only  about  3.000  bales. 

Mr.  Hawi^y.  Would  it  not  result  in  this,  if  this  provision  he 
'sug^ts  were  inserted  in  the  bill:  That  the  man  owmn^  the  store 
or  uiose  owning  the  cotton  in  the  store  would  assemble  it  in  even- 
running  lots,  and  of  the  cotton  that  any  one  man  owned  he  would 
not  have  a  surplus- of  13  bales,  another  man  a  surplus  of  15  bales, 
and  another  man  a  surplus  of  26  bales  over  these  even-running 
lots,  but  there  would  be  just  one  surplus  in  the  store,  and  that  to 
move  this  there  would  only  be  the  lighterage  and  other  charges  on  a 
few  bales  in  excess  in  any  grade? 

Mr.  Marsh.  Of  course,  you  understand,  Mr.  Hawley,  that  when 
cotton  is  moving  to  New  York  not  one  or  two  or  three  shippers  in  the 
South  are  shipping  it,  but  50,  75,  and  100,  some  shipping  5,000,»some 
10,000,  some  only  200,  and  some  300  or  400  bales,  and  that  the  cotton, 
even  though  it  got  into  a  single  store,  if  that  is  possible,  would  be  in 
the  hands  of  a  considerable  number  of  owners. 

Now,  if  it  were  physically  easy  and  possible  for  those  people  to 
meet,  as  the  bcrjrs  meet  in  the  ring  room,  and  one  man  would  stand 
up  and  say,  "  Now,  I  have  13  bales  of  strict  middling  cotton  I  do  not 
want,  but  I  do  want  13  bales  of  low  middling  cotton,"  and  another 
man  say,  "  I  have  13  bales  of  low  middling  which  I  do  not  want 
and  I  do  want  13  bales  of  strict  middling/'  then  they  could  very 
quickly  bring  the  thing  together  and  straighten  it  out  into  even- 
running  lots.  But  you  have  got  the  practical  situation  that  the 
owners  of  this  cotton  are  scattered  all  the  way  from  San  Antonio, 
Tex.,  to  Norfolk,  Va. :  that  the  cotton  is  being  handled  in  New  York 
by  any  one  of  126  different  houses,  and  that  you  have  great  practical 
difficulties  in  bringing  these  parties  together.  The  only  way  in 
which  these  cottons  can  be  straightened  out  is,  I  think,  the  way  Mr. 
Hill  suggests — ^to  have  people  in  the  market  who  make  a  business, 
as  he  puts  it,  of  unscamblmg  the  tangle.  And  I  think  under  the 
provision  he  suggests  we  would  have  in  the  market  very  quickly 
people  who  make  a  business  of  unscrambling  the  tangle.  But,  of 
course,  they  have  got  to  be  paid  for  their  trouble,  and  mey  have  got 
to  pay  the  expense  involved  of  such  a  movement  of  cotton  from  one 
warehouse  or  one  dock  company  to  another,  as  you  know.  I  do 
not  know  how  much  of  that  would  be  involved. 

As  I  said  to  the  chairman,  I  am  very  much  in  doubt  as  to  how  this 
would  work  out  practically  or  what  the  expense  would  be ;  but  it  is 
obvious  there  would  be  an  expense. 

Mr.  Rice.  Would  it  be  as  much  as  a  dollar  a  bale? 

Mr.  Marsh.  If  there  were  much  movement  of  cotton  around  New 
York  Harbor,  it  would  be  a  dollar  a  bale. 

Mr.  CoNB.  It  would  be  more  than  that.  The  labor  in  and  out  is 
20  cents. 

Mr.  Marsh.  Yes. 

Mr.  HuMPHRBYs  of  Mississippi.  The  effect,  then,  would  be,  if  I 
understand  it,  while  my  assumption  seems  to  be  an  erroneous  one, 
that  there  would  be  60  per  cent  of  any  one  grade  or  75  per  cent  of 
any  one  grade;  but  of  course,  if  that  were  true,  the  tendency  would 
be  to  depress  the  small  fraction.  If  that  is  not  true,  and  there  is  a 
fairly  equal  division  of  grades,  the  effect  of  it  woulci  be  to  depress 
all  of  them,  would  it  not  ? 


REGULtVTION   OF   COTTON   EXCHANGES.  1109 

Mr.  Marsh.  It  might  work  that  way,  I  should  say. 

Mr.  Hill.  Eight  on  that  subject  I  would  suggest,  then,  that  you 
reverse  the  proposition  and  make  it.  if  the  delivery  contains  an  even- 
running  lot,  the  seller  shall  receive  irom  the  buyer  $1  a  bale  premium 
in  that  event.  I  am  quite  certain  that  95  per  cent  of  the  New  York 
stock  would  constantly  be  delivered  in  even-running  grades. 

The  Chahiman.  AU  right,  Mr.  Hill,  I  think  you  have  about  ex- 
hausted that  line  of  it.    Take  up  your  next  proposition. 

Mr.  Hill.  Then  we  come  to  section  6,  page  5,  and  line  19,  which 
should,  I  think,  be'made  to  read  as  foUows: 

Commercial  differences  in  value  thereof  to  be  established  by  the  Secretary 
of  Agriculture,  or  through  a  committee  of  his  selection  in  any  manner  he  may 
direct 

This  phraseology  in  the  bill  would  eliminate  from  line  20  to  the 
bottom  of  page  5  and  would  eliminate  all  of  page  6  and  the  first  8 
lines  of  page  7. 

The  Chaibman.  In  other  words,  you  would  put  into  the  hands  of 
the  Secretary  of  Agriculture  the  full  discretion  to  establish  those 
commercial  differences? 

Mr.  Hill.  In  any  way  he  sees  fit;  yes,  sir.  The  rest  of  the  bill 
needs  very  little  correction.  *I  think,  however,  in  section  15,  page 
9,  it  would  be  wise  to  forget  lines  18,  19,  and  20,  which  read  as 
follows : 

Nor  shall  the  payment  of  any  tax  imposed  by  this  act  be  held  to  prohibit 
any  State  or  municipality  from  imposing  a  tax  on  the  same  transaction. 

That  fact  already  stands  as  a  law.  The  addition  of  this  phrase- 
ology is,  to  my  mind,  a  suggestive  one  to  the  various  States  that  they 
can,  if  they  wish,  continue  to  legislate  against  future  transactions 
and  may,  if  they  wish,  pass  some  foolish  tax  which  would  be  pro- 
hibitory in  their  own  States. 

I  am  hopeful  that  when  Congress  and  the  cotton  exchanges  blend 
all  of  their  ideas  into  a  law  the  Southern  States  will  see  fit  to  revoke 
the  existing  legislation  updn  the  subject,  because  I  think  their  doing 
so  would  bring  many  a  doctor,  lawyer,  and  merchant  into  the  market 
as  a  speciflator  at  the  time  the  farmer  needs  the  first  speculative  aid 
in  marketing  his  crop. 

On  page  10,  to  conform  with  my  ideas,  the  Secretary  of  Agri- 
culture having  the  power  to  fix  differences,  you  would  have  to  correct 
line  8  with  the  following  phraseology: 

Designate  what  are  correct  differences  in  value  between  grades. 

And  as  the  final  line  of  the  bill  I  would  make  it  effective  Septem- 
ber 1,  1914,  instead  of  six  months  after  the  passing  of  the  act. 

The  criticisms  you  are  going  to  get  on  this  is  the  fact  that  they 
do  not  take  cotton  less  than  low  middling  in  grade,  nor  less  than 
seven-eighths  of  an  inch  in  staple — it  is  not  necessary  to  stipulate 
more  than  1^  inch.  Let  them  deliver  as  long  a  staple  as  they 
see  fit  to;  and  to  prepare  yourselves  on  this  occasion  I  have  the  fol- 
lowing suggestion  to  make  for  your  office  of  markets  department, 
referring  to  the  office  of  markets  of  the  Department  of  Agriculture: 

Instruct  each  of  the  special  agents  of  the  Department  of  Agricul- 
ture to  make  a  trip  over  the  entire  territory,  and  while  on  this  trip 
to  visit  as  many  spot  firms,  who  sell  cotton  to  spinners  or  who  export 


1110  BEGULATION  OP  COTTON  EXCHANGES. 

• 

it,  as  is  possible,  and  have  them  ask  these  spot  firms  the  following 
questions  in  confidence. 

How  many  bales  of  cotton  did  you  handle  last  year? 

How  many  of  those  bales  were  shipped  by  you  and  invoiced  by  you 
at  less  than  seven-eighths  of  an  inch  in  staple? 

How  many  of  those  bales  were  shipped  by  you  and  invoiced  by  you 
at  less  than  low  middling,  or  less  than  strict  low  middling,  tinged, 
in  grade? 

Of  course,  you  would  not  get  the  news  from  the  entire  cotton  crop 
in  this  way,  but  you  would  get  a  very  fair  percentage  idea  of  how 
much  cotton  would  be  excluded  were  you  to  exclude  everything  below 
low  middling,  and  how  much  cotton  would  be  excluded  if  you  ex- 
clude everything  below  seven-eighths  of  an  inch  in  staple. 

To  my  mind  the  fault  we  have  here  lies  in  the  fact  that  we  permit 
cotton  with  faulty  staples  to  creep  in,  and  I  do  not  think,  as  many 
others  do,  that  the  exclusion  of  cotton  below  seven-eighths  of  an  inch 
in  staple  would  exclude  very  much  desirable  cotton.  In  fact,  at  the 
end  of  each  year  we  find  our  stock  here  combed  down  to  not  only 
low  grades^  but  to  deficient  staples.  I  do  not  mean  low  grades. 
Sometimes  it  is  combed  down  to  high  grades.  To  the  lowest  desirable 
grades.  It  is  the  deficiency  in  staple  iifore  than  it  is  the  grade  whicbi 
makes  cotton  undesirable. 

Then  we  come  to  Senate  bill  110. 

I  think  it  would  be  desirable  to  change  the  initial  clause  of  this 
into  a  tax  clause  instead  of  a  post-office  clause.  I  would  insert  at 
the  beginning  of  line  5,  page  2,  the  words  "  even-running,"  and  again 
I  would  insert  the  same  two  words  in  the  middle  of  line  14  on  the 
same  page,  which  is  "even-running  basis  grade,"  and  the  word 
"  such  "  on  line  15  should  read  "  other  even-running." 

The  Chairman.  Mr.  Hill,  why  should  you  prefer  to  rely  on  the 
taxing  power  rather  than  the  mails  for  accomplishing  the  purpose 
sought  m  these  various  bills  ? 

Mr.  Hiur^.  I  think  we  could  stand  a  small  tax  and  I  doubt  the 
constitutionality  of  the  prohibition  of  the  mails.  I  think  you  can 
prohibit  the  Louisiana  State  lottery,  but  not  the  individual  members 
of  the  New  York  Cotton  Exchange. 

The  Chairman.  Have  you  submitted  that  question  to  the  attorney 
for  your  firm  ? 

Mr.  Hill.  I  have,  sir. 

The  Chairman.  What  is  his  opinion,  if  you  do  not  mind  stating  it? 

Mr.  Hill.  That  is  his  opinion  and  the  opinion  of  several  other 
attorneys. 

The  Chairman.  A  prohibition  against  several  classes  of  persons 
using  the  mails  would  not  be  constitutional  ? 

Mr.  Hill.  Would  not  be  constitutional.  And  I  want  to  pass  a 
law  that  is  constitutional,  and  I  do  not  want  you  to  pass  one  the 
Supreme  Court  will  decide  is  not  a  law. 

Mr.  Maguire.  Have  you  any  precedents  under  a  regulation  of  the 
taxing  power? 

Mr.  Hill.  I  am  not  a  lawyer.  We  did  tax  cotton  in  the  Spanish- 
American  War,  I  know. 

Mr.  Magt'ire.  I  mean  under  the  taxing  power? 

Mr.  Humphreys  of  Mississippi.  Yes;  unfortunately  we  have  a 
number  of  decisions  of  the  court  that  will  sustain  him. 
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The  Chairman.  I  will  be  able  to  furnish  a  number  of  decisions  of 
the  court  on  that  proposition. 

Mr.  Maguire.  Have  the  Southern  States — the  cotton  States — or 
any  other  States  enacted  any  legislation  that  will  be  of  aid  to  us  in 
making  up  this  legislation  ? 

Mr.  Hill.  All  the  States  except  Louisiana  and  Tennessee  have 
cotton  legislation  on  their  books,  I  think. 

Mr.  Heflin.  Mr.  Hill,  you  think  Confess  would  have  the  right  to 
say  as  between  two  individuals  that  this  or  that  transaction  which 
it  deems  to  be  wrong  and  against  the  publix;  welfare  should  not  be 
indulged  in,  don't  you  ?  * 

Mr.  HiIaL.  I  am  not  a  lawyer,  Mr.  Heflin. 

Mr.  Heflin.  I  think  it  would.  Then,  if  it  would,  do  you  not  think 
it  would  have  the  right  to  regulate  the  vehicle  by  which  informa- 
tion was  carried  from  one  to  the  other  to  carry  out  that  contract  ? 

Mr.  Hjll.  You  are  asking  me  a  point  of  law,  and  I  am  only  versed 
in  cotton.  • 

Mr.  Heflin.  I  do  not  think  it  is  unconstitutional,  myself.  I 
think  the  Government  has  the  right  to  say,  if  it  deems  a  certain  con- 
tract in  cotton  a  gambling  transaction,  that  the  United  States  mails 
shall  not  be  used  for  the  purpose  of  carrying  on  that  transaction. 

The  Chairman.  That  is  not  the  point  in  the  Senate  bill,  I  wish 
to  sajr  to  my  friend.  The  point  there  is  a  prohibition  against  a  man 
sendmg  and  not  the  thing  sent.  Mr.  Hill  is  not  a  lawver,  however, 
so  we  need  not  clutter  up  the  record  with  questions  of  law  and  the 
answers  of  a  layman. 

Mr.  Htll.  I  would  scratch  out  everything  from  line  23  to  the  bot- 
tom of  page  2,  and  the  entire  contents  of  page  3,  and  insert  in  plac^ 
thereof  the  idea  that  the  Secretary  of  Agriculture  in  his  own  way 
could  find  the  differences  between  grades. 

The  Chairman.  You  are  discussing  the  Senate  bill  now,  are  you? 

Mr.  Hill-  I  am  discussing  the  Senate  bill ;  yes,  sir. 

Then,  on  page  4,  line  6, 1  would  make  it  read,  "  tender  or  deliver  or 
recertificate." 

The  phraseology  in  regard  to  pro  formas  is  a  little  indefinite. 
It  should  be  made  to  read,  "  during  the  months  named  for  delivery,** 
instead  of  "on  the  day  named  for  delivery."  The  day  is  not 
named.  And  at  the  end  of  that  phrase,  or  at  end  of  line  9,  page  4, 
I  would  insert,  "  such  contracts  must  further  provide  no  cotton  nav- 
ing  staple  of  less  than  seven-eighths  of  an  incn  shall  be  tenderable." 

I  would  eliminate  entirely  all  of  section  3,  on  page  4.  I  do  not  see 
the  use  of  it  or  the  service  of  it. 

If  you  will  go  over  very  carefully  what  I  have  written,  you  will 
find  I  have  included  in  these  bills  all  of  my  previous  ideas  except 
the  one  of  recertification,  and  that  idea  is  included  in  the  Senate  bill. 

Now,  as  regards  House  bill  14492 

The  Chairman.  Mr.  Hill,  I  suggest  it  is  not  necessary  to  discuss 
that  bill,  because  it  is  not  at  this  time  before  the  committee.  That 
bill  will  come  later  before  the  committe,  when  I  will  ask  you  and 
other  witnesses  to  appear  on  that. 

Mr.  Haugen.  Mr.  Chairman,  I  think  it  is  quite  as  important  as 
this  bill,  and  my  understanding  was  the  two  were  to  be  considered  at 
the  same  time. 
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The  Chairman.  Yes;  but  at  the  same  time  I  think  as  we  have  not 
considered  that  bill  in  this  discussion  we  might  get  the  record  mixed 
up.    However,  Mr.  Hill,  you  may  go  ahead  and  discuss  that. 

Mr.  Hill.  I  do  not  like  the  bill  as  it  stands,  because  it  lacks  sim- 
plicity. It  would  serve  the  purpose,  it  is  true,  of  making  other 
countries  or  shipments  to  other  countries  go  under  American  stand- 
ards unless,  of  course,  they  went  under  type. 

I  do  not  like  the  idea  of  giving  a  license  to  grade  cotton  to  every 
Tom,  Dick,  or  Harry  who  applies  therefor,  and  I  think  it  requir^ 
a  very  rigid  examination  to  find  who  is  entitled  to  such  a  license ;  and 
instead  of  this  bill,^I  Had  another  idea  which  I  do  not  think  has 
struck  Washington  as  yet,  and  that  was  this,  to  make  a  bill  sepa- 
rate from  any  of  these  antifuture  bills,  and  under  this  bill  to  tax 
nondescript  cottons  and  create  a  bureau  of  cotton  classers,  about  10  or 
15  in  number,  with  headquarters  in  Washington  but  with  a  license 
to  roam  around  under  the  auspices  of  the  department  to  investigate 
and  inspect  deliveries  made  in  the  \»rious  exchanges,  just  as  the  Secret 
Service  inspects  the  methods  of  the  distillery  man.  I  think  the  15 
men  could  be  hired  for  an  average  of  $3,000  each;  or  even  call  it 
$4,000,  there  would  only  be  $60,000.  To  secure  this  revenue,,  if  you 
would  make  it  compulsory  that  at  each  ffin  or  cotton-oil  mill  every 
bale  of  boUies,  repacks,  false  packed,  mawiine  ginned  cotton,  or  each 
bale  containing  any  quantity  of  pickings  or  linters,  must  have  a  cer- 
tain lead  stamp  placed  on  each  tie,  and  that  these  bales  must  be 
marked  in  a  certain  manner  to  indicate  their  character,  and  that  each 
gin  or  oil  man  must  pay  to  the  Government  50  cents  for  each  bale  of 
this  nondescript  cotton  which  they  have  packed,  you  would  remove 
at  once  and  properly  identify  all  of  this  character  of  cotton  and 
prevent  people  trying  to  put  it  on  contract,  as  they  now  do.  If  a 
man  ships  100  bales  of  cotton  up  here,  all  of  which  are  boUies,  and  if 
he  manages  by  hook  or  crook  to  get  10  bales  of  it  accepted  for  de- 
livery he  is  getting  about  $200  more  value  for  those  10  bales  than 
they  are  worth,  and,  as  a  matter  of  fact,  it  is  getting  to  be  a  hard 
thing  to  tell  what  boUies  are  with  the  eye,  machinery  is  so  perfect. 

I  do  not  think  it  is  any  hardship  on  the  farmer  or  producer  to 
compel  him  to  pay  a  tax  on  bales  oi  cotton  which  are  falsely  packed 
or  on  bollie  or  machine-ginned  cotton.  These  are  cottons  which  he 
would  get  nothing  out  or  at  all  unless  these  methods  were  employed. 
But  the  fact  that  you  are  unable  to  segregate  them  from  good  cottons 
sentimentally  lessens  the  value  of  those  good  cottons,  when  engage- 
ments for  their  sale  are  being  made  by  letter  or  by  telegram.  To 
illustrate  that  point,  Mr.  Hawley  would  not  like  to  buy  a  horse  by 
telegram  or  letter.    You  would  rather  see  it  with  your  eye. 

Mr.  Taylor.  He  might  get  fooled  then. 

Mr.  Hill.  Yes;  he  might  get  fooled  then,  but  he  would  be  better 
nuited. 

Mr.  Taylor.  I  have  seen  some  fooled. 

Mr.  Hill.  If  these  undesirables  are  thoroughly  segregated,  it 
eliminates  all  possibility  of  their  creeping  into  the  shipment.  You 
possibly  know  it,  or  possibly  do  not  know  it,  but  on  almast  all  con- 
tinental shipments  you  are  allowed  5  falling  bales  out  of  each  100 
bales,  which  means  that  unless  you  have  more  than  5  undesirable 
in  the  100  they  can  not  make  a  claim  against  you.  Therefore,  some 
shippers  will  ship  96  bales  bang-up  and  drop  in  4  bales  of  hollies, 
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and  on  these  4  bales  make,  let  us  say,  $20  per  bale.  Of  necessity, 
this  finally  comes  out  of  the  value  of  the  round  lots  in  the  shape  oi 
cheai>er  prices. 

As  for  taxing  repacks,  those  are  the  products  of  the  sample  room, 
and  is  like  that  much  lagniappe;  and  as  for  linters,both  you  and  I  can 
remember  the  time  when  they  began  rubbing  the  fuzz  off  of  the  seed 
to  keep*  from  choking  the  cow  to  death,  and  did  not  imagine  that 
it  would  ever  result  in  any  practical  use,  and,  as  a  matter  of  fact,  they 
have  gotten  so  they  skin  them  so  close  and  so  bald-headed  now  that 
they  carry  away  a  portion  of  the  seed.  Linters  are  not  nearly  so 
good  as  they  used  to  be. 

Mr.  Humphreys  of  Mississippi.  If  you  are  as  old  as  I  am,  you 
will  remember  when  they  used  to  throw  the  seed  away,  too. 

Mr.  Hill.  Oh,  yes.  But  I  am  not  as  old  as  you  are,  Mr.  Hum- 
phreys.   [Laughter.] 

Mr.  HiarajN.  Right  in  that  connection,  Mr.  Hill.  I  have  been  mak- 
ing a  fight  here  for  some  time  to  have  the  report  on  lint  cotton  and 
linters  separated,  and  the  Director  of  the  Census  has  done  that  this 
year,  as  you  know.  Don't  you  think  that  is  proper — ^that  it  ought  not 
to  be  put  in  the  same  colunm  ? 
Mr.  Hill.  If  you  could  i>ersuade  the  exchange  to  do  the  same  thing. 
The  Cmaieman.  This  bill  provides  that  they  shall  be  separately 
reported. 

Mr.  Hill.  This  bill  provides  that  they  shall  be  separately  re- 
ported, because  they  will  be  separately  invoiced  and  the  bills  will 
be  separate  for  them — the  foreign  bills  of  lading  will  be  separate  for 
them.  There  are  instances  where  men  have  sold  bales  of  cotton 
abroad  and  shipped  linters. 

Mr.  Humphreys  of  Mississippi.  The  point  I  have  in  my  mind  is 
this:  The  fact  that  a  use  for  linters  has  recently  been  discovered 
is  no  more  reason  for  taxing  it  than  there  would  be  for  the  taxing 
of  cotton  seed. 
Mr.  Hill.  Except  in  the  case  the  cotton  should  not  pass. 
Mr.  HuMPHBEYs  of  Mississippi.  As  a  matter  of  fact,  nobody  ever 
bought  a  bale  of  linters  thinking  they  were  buying  something  else. 
1&.  Hill.  A  man  might  buy  cotton  and  it  might  contain  nothing 
but  linters. 
Mr.  Humphreys  of  Mississippi.  That  is  on  the  exchange. 
Mr.  Hill.  No,  sir  j  it  is  not  on  the  exchange.    They  are  prohibited 
on  the  exchange. 

Mr.  Heflin.  a  report  from  the  exchange  of  15  bales  of  lintert 
carries  the  idea  it  is  cotton,  does  it  not,  Mr.  Hill? 
Mr.  Hill.  A  great  many  times. 
The  Chairman.  All  right,  Mr.  Hill,  proceed. 
Mr.  Hill.  So  the  linters  are  not  very  desirable  for  any  purpose 
whatever,  unless  that  North  Carolina  man  succeeds  in  making  armoi 
for  battleships  out  of  it,  as  he  threatens  to  do.    There  is  a  man  in 
North  Carolina  who  is  going  to  make  armor  for  battleships  out  of 
linters  now.    A  tax  of  50  cents  a  bale  on  this  nondescript  cotton 
would  serve  the  purpose  of  creating  a  revenue  of  over  one-half  a 
million  dollars,  and  it  would  brand  this  nondescript  cotton  with  a 
red  flag,  so  that  it  would  be  easy  to  segregate  this  nondescript  cottoj> 
in  any  statistical  count  of  cotton. 
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I  think  that  if  this  bill,  which  I  suggest,  would  be  made  compre- 
hensive enough  in  its  scope,  permitting  the  Department  of  Apicul- 
ture, through  its  board  of  ciassers,  aU  experts,  to  make  or  cnange 
the  types  when  they  wished  to  add  or  subtract  from  the  types  now 
existing,  it  would  only  be  a  short  while  until  Mahommet  came  to 
the  mountain,  or  until  Europe  adopted  the  American  Government's 
classification.  It  does  not  make  much  difference  who  makes  the 
type.  If  you  have  a  given  top,  let  us  say  middling  fair,  and  a 
given  bottom,  let  us  take  good  ordinary,  the  intermediate  grades 
could  be  made  by  anyone  with  reasonable  eyesight,  the  idea  being 
to  bisect  in  each  instance  the  difference  between  grades.  Let  us  say 
you  had  types  of  middling  already  created,  ana  one  of  good  mid- 
dling, and  wished  to  create  a  type  for  strict  middling ;  then  it  would 
only  be  necessary  to  lay  down  your  middling  type  and  good  mid- 
dling type,  and  as  nearly  as  possible  find  some  intermediate  sample, 
approximately  half  way  between  those  two  grades  so  far  as  the  color 
and  foreign  matter  were  concerned.  If  your  wife  could  give  you  two 
grades  of  blue  ribbon,  and  ask  you  to  go  to  the  dry  goods  store  and 
tell  you  to  get  for  her  a  bolt  of  ribbon  the  color  of  which  was  to  be 
halfway  between  the  two  grades  of  blue  you  had  in  your  hand,  you 
would  be  able  to  approximate  it  if  you  are  not  color  blind.  The 
man,  of  course,  who  would  class  cotton  is  a  man  who  can  go  there 
without  carrying  the  samples  of  ribbon  along  with  him  to  match. 

Now,  my  idea  is  that  between  middling  and  good  middling  there 
is  at  the  moment  about  60  points  difference  in  value,  and  if  we  were 
to  go  through  14,000,000  bales  of  cotton  we  might  find  60  grades 


each  a  shade  better  than  the  other,  aU  of  which  were  slightly  oetter 

jood  middling. 
What  we  want  is  to  find  some  grade  just  about  30  points  more  val- 


than  the  middling  and  slightly  poorer  than  the  gooa  middlini 


uable  than  middling  and  30  points  less  valuable  than  good  middling, 
if  present  differences  in  value  are  going  to  continue  to  exist.  Sup- 
pose we  make  a  mistake  and  the  one  we  finally  choose  for  our  type 
of  strict  middling  happens  to  be  not  exactly  half  way  between 
the  middling  and  good-middling  grade,  byt  happens  to  be  about  20 
points  more  valuable  than  middling  and  20  points  less  valuable  thaii 
good  middling,  then  our  commercial  differences  would  absorb  this 
very  slight  error.  In  other  words,  we  would  quickly  find  the  com- 
mercial value  of  it,  and  it  would  not  make  any  difference  about 
bisecting  the  angle  exactly,  so  far  as  commercial  grades  are  con- 
cerned. 

The  commercial  differences  would  be  made  to  read,  strict  middling 
20  points  over  middling,  and  good  middling  60  points  over  middling. 
Therefore  little  harm  would  have  been  done,  because  prices  would 
adjust  themselves  to  whatever  the  grade  might  be.  In  other  words,  if 
to-morrow  we  commence  calling  the  cotton  we  are  now  calling  good 
middling,  if  we  commence  caUing  it  low  middling,  low  middling 
would  quickly  express  itself  at  gocS-raiddling  prices. 

A  great  many  insurgents  of  the  New  York  Cotton  Exchange,  of 
whom  I  am  one,  have  wanted  a  new  contract  and  a  new  style  of 
trading  for  a  long  time.  The  standpatters  have  recently  become 
hopeful  that  the  legislation  which  Washington  might  thrust  upon 
us  would  be  of  a  harmless  and  insipid  character.  If  Senate  bill  110 
goes  through  in  its  present  shape  all  that  I  can  see  that  it  would  do 
tor  the  contract  would  be  to  make  commercial  differences  and  Gk>y- 
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eminent  grades,  and  I  do  not  think  the  Government  standard  or 
any  other  standard  of  grade  will  help  very  much  in  the  way  of 
elevating  prices,  although  I  do  think  it  would  do  an  infinite  amount 
of  good  to  ^op  the  clamor  which  seems  to  be  directed  against  our 
present  classification.  I  do  not  think  that  conmiercial  differences  are 
very  often  radically  away  from  our  fixed  differences,  except  on  some 
one  or  two  individual  grades,  but  wherever  they  are  radically  differ- 
ent, that  is  the  grade  which  comes  here;  and  I  think,  too,  that  the 
professionals  in  cotton  and  those  who  make  a  habit  of  tendering  on 
contracts  and  receiving  on  contracts  will  comb  through  500,000  bales 
of  cotton  to  find  that  cotton  whidi  fits  the  weakest  staple  and  the 
weakest  and  least  desirable  grade  which  can  be  tendered  in  New 

York.    The  only  way  to  prevent  these  undesirables  accumulating 

The  Chatbmax.  Now,  Mr.  Hill,  that  is  a  very  broad  statement 

Jou  make  there^  that  the  professional  will  comb  through  500,000 
ales  of  cotton  in  the  Soutn  in  order  to  find  the  most  undesirable 
trades  to  ship  to  New  York  to  tender  on  a  contract.  What  purpose 
ave  they  in  mind;  to  depress  the  price? 

Mr.  Hill.  No;  not  necessarily  to  depress  the  price,  but  merely  to 
find  a  market  for  it.  This  selling  of  cotton,  Mr.  Lever,  to  any  given 
buyer,  when  selling  the  contract  there  is  no  obligation  other  than  to 
comply  with  the  written  letter  of  that  contract.  If  he  sells  cotton  to 
a  spinner,  if  he  sells  Mr.  Parker,  he  wants  to  retain  his  trade;  he 
wants  cotton  Mr.  Parker  can  spin;  he  wants  cotton  with  character 
in  it.  And  if  he  should  make  a  faulty  delivery  to  Mr.  Parker  he 
would  lose  his  business  for  all  the  rest  of  the  time  and  become  noted 
as  a  shipper  of  that  class  of  cotton. 

The  Chairman.  As  a  matter  of  fact  if  this  custom  does  prevail, 
does  it  not  have  the  result  of  lowering  the  value  of  your  contract  in 
New  Y'ork? 

Mr.  Hill.  To  be  sure ;  yes,  sir. 

The  Chairman.  And  to  that  extent  lowering  the  value  of  the  high 
grades  of  cotton  ? 

Mr.  Hill.  Lowering  the  value  of  all. 

The  Chairman.  Of  all  grades  of  cotton  ? 

Mr.  Hill.  Yes,  sir;  and  making  our  market  express  itself  instead 
of  a  basis  middling  contract,  as  a  basis,  as  it  happens  right  now,  a 
strict  ordinary  or  low  middling  contract. 

The  Chairman.  In  other  words,  your  contract  is  not  based  to-day 
on  the  low  middling,  but  upon  low  grades  of  cotton? 

Mr.  Hill.  It  is  based  upon  the  stock  in  New  York  rather  than  the 
cotton  crop. 

Mr.  HisxjN.  You  say  Mr.  Parker  wants  good  grades  of  cotton, 
spinable  cotton,  to  manufacture?  He  would  want  a  good  grade  of 
spinable  cotton? 

Mr.  Hill.  Yes,  sir. 

Mr.  Heflin.  That  character  of  cotton  would  go  to  the  mill.  Now, 
you  spoke  of  combing  all  through  this  cotton  to  find  a  low  grade,  and 
that  cotton  not  desirable  to  the  spinner  would  find  its  way  to  New 
York  to  the  New  York  Exchange  to  be  tendered  on  contract? 

Mr.  Hill.  It  does  now.  That  is  why  I  want  to  eliminate  about 
7  to  10  per  cent  of  the  crop,  and  in  that  elimination  I  want  to  elimi- 
nate off  of  the  lower  grades,  which  is  faulty  cotton,  and  off  the 
shorter  staples.    When  you  have  eliminated  10  per  cent  of  the  crop 
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in  that  way,  you  have  eliminated  75  per  cent  of  the  undesirable  de- 
liveries in  New  York. 

The  Chairman.  Mr.  Hill,  right  on  that  point.  Is  it  your  opinion 
that  paragraph  5,  section  5,  of  the  bill  would  eliminate  more  than  10 
per  cent  of  the  crop,  if  that  much  ?  That  is  the  section  which  refers 
to  what  cotton  can  be  tendered. 

Mr.  Uruu  I  do  not  think  it  would  eliminate  10  per  cent,  Mr. 
Chairman. 

The  Chairman.  You  do  not  think  it  would  eliminate  10  per  cent? 

Mr.  Hnju  No,  sir. 

The  Chairman.  Of  course,  I  know  in  a  general  way  it  is  a  guess, 
but  what  would  be  your  guess  on  that? 

Mr.  Hill.  I  had  an  argument  with  a  gentleman  on  that  the  other 
day.  I  told  him  I  did  not  think  10  per  cent  of  the  cotton  in  America, 
in  the  worst  year,  is  shorter  than  seven-eighths  of  an  inch  staple. 
The  man  I  was  arguing  with,  who  has  handled  many  times  more  cot- 
ton than  I  have,  told  me  he  thought  there  were  years  when  it  would 
average  30  to  40  per  cent.  That  shows  the  variation  of  opinion.  I 
finallv  made  a  bet  with  him  that  he  was  to  investigate  and  I  bet 
him  $100,  the  bet  being  on  the  basis  that  there  would  not  be  900,000 
bales  of  cotton  of  staple  shorter  than  seven-eighths  of  an  inch.  I 
do  not  think  there  are  500,000  bales  out  of  the  last  crop  as  short  as 
8even-eighths-inch  staple. 

The  Chairman.  Oh,  in  Texas  it  has  been  an  unusually  bad  year. 

Mr.  Hn-L.  In  Texas  it  has  been  an  unusually  bad  year,  and  Texas 
has  a  lot  of  wasted  staple,  and  that  cotton  is  not  deliverable  <m  con- 
tract.   Perished  staple  is  not  deliverable  on  contract  now. 

The  Chairman.  What  per  cent  of  the  crop  would  be  eliminated 
by  the  grade  fixed  in  the  bill? 

Mr.  Hill.  I  should  say  5  per  cent  would  be  a  maximum. 

The  Chairman.  Five  per  cent. 

Mr.  Hill.  The  cotton  under  low  middling. 

Mr.  Taylor.  You  suggested,  Mr.  Hill,  that  the  bureau  investigate f 

Mr.  Hill.  The  bureau  was  to  investigate  aind  then  invoice  and  de- 
termine ;  and  after  they  determine,  whatever  the  figure  was,  if  they 
say  600  bales  was  less  than  seven-eighths,  if  they  disclose  low  mid- 
dling is  30  per  cent  of  the  crop,  I  say  do  you  not  make  the  bottom 
class  good  middling;  make  it  good  ordinary? 

Mr.  Taylor.  Your  entire  argument  seems  to  be  this  contract  must 
be  to  a  certain  extent  elastic? 

Mr.  Hill.  I  think  we  have  right  now,  Mr.  Taylor,  the  best  oppor- 
tunity of  finding  a  correct  basis,  because  we  have  had  a  very  bad  crop 
and  have  a  bad  staple,  and  whatever  disclosures  the  bureau  gets  will 
stand  for  all  time.  Don't  you  think  that  is  true,  Mr.  Marsh — that 
this  is  rather  an  abnormal  year  in  low  grade  and  rather  poor  in 
staple  ? 

Mr.  Marsh.  This  is  only  one  year  out  of  a  great  many.  We  have 
not  had  this  year,  for  example,  a  drought  in  the  Atlantic  States. 
Consequently,  the  figures  for  the  Atlantic  States  will  be  utterly 
worthless  as  showing  cotton  not  seven-eighths  of  an  inch  but  three- 
quarters  of  an  inch  in  a  drought  year  in  the  Atlantic  States.  I  merely 
mention  that  as  one  illustration  of  the  fact  that  the  figures  of  a  single 
year  will  not  be  significant  of  what  takes  place  over  a  series  of  years. 

Mr.  Hill.  I  think  we  had  a  drought  in  Mr.  Heflin's  State  this  year. 
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Mr.  Glen  NY.  In  speaking  of  low-middling  cotton,  aro  you  basing 
your  opinion  upon  the  present  Government  standard  or  the  New  York 
standard  ? 

Mr.  Hill.  I  am  basing  it  on  the  American  standard  classification. 

Mr.  Glenny.  The  American  standard  classification,  translated, 
means  the  standard  you  use  on  the  New  York  cotton  market? 

Mr.  Hill.  Yes. 

Mr.  Glenny.  As  a  matter  of  fact,  that  standard  is  lower  than  the 
present  standard,  because  good  ordinary  of  the  old  American  stand- 
ard was  entirely  eliminated  in  the  Government  standard  and  the 
grade  good  ordmary  in  that  standard  was  raised  to  the  very  full 
style  of  strictly  gooa  ordinary  cotton.  In  other  words,  you  are  on  the 
verge  of  low  middling.  So  that  if  you  speak  of  low  middling  as  the 
low  basis  of  tenderable  cotton,  you  are  really  putting  up  the  Ameri- 
can standard  of  middling  cotton  ? 

Mr.  Hill.  Mr.  Glenny,  I  do  not  put  up  anything.  I  put  it  up  to 
the  Office  of  Standards. 

Mr.  Glenny.  That  is  the  fact,  nevertheless.  If  we  take  the  Gov- 
ernment standard  and  compare  it  to  the  American  standard  the  low 
middling  standard  of  the  Government  is  very  nearly  middling  cotton; 
and  therefore  your  argument,  based  upon  the  Government  standard, 
if  it  were  based  upon  the  Government  standard,  would  cause  a  very 
strict  classification  of  all  contract  cotton. 

Mr.  Hill.  No  ;  mine  is  more  or  less  a  guess,  Mr.  Glenny.  These 
are  personal  opinions;  and,  as  I  say,  maybe  700,000  or  800,000  or  a 
million  bales  would  be  untenderable.  But  I  say  the  office  of  markets 
can  make  a  disclosure  expressed  in  American  grades  or  any  grades. 

Mr.  Glenny.  I  know,  but  I  want  to  get  the  record  clear  as  to 
which  standard  you  are  arming  on. 

Mr.  Hill.  I  am  not  arguing  at  all. 

Mr.  Glenny.  You  suggest  low  middling  as  a  low  basis,  and  when 
you  have  suggested  low  middling  as  a  low  basis  you  have  in  mind 
the  American  standard  classification  and  not  the  Government  classi- 
fication.   I  want  to  get  the  record  clear,  because  it  is  very  important. 

Mr.  Hill.  The  disclosures  of  the  office  of  markets  it  maybe  will  be 
expressed  either  in  the  American  standard  classification  or  the  Gov- 
ernment classification. 

Mr.  Glenny.  Exactly.  But  in  reading  over  the  argument,  as 
these  gentlemen  will  do,  as  a  basis  for  all  their  conclusions  will 
have  in  mind  the  Government  standard  classification;  Therefore 
^your  argument  is  supposed  to  be  upon  that  basis.  Your  argu- 
ment is  false  upon  that  basis.  Your  argument  is  perfectly  correct 
from  your  viewpoint,  but  not  from  the  viewpoint  of  these  gentlemen 
when  they  commence  to  read  the  record  over.  That  is  the  only  reason 
I  make  that  suggestion. 

The  Chairman.  I  think  it  is  a  splendid  suggestion,  because  I 
think  the  members  of  the  committee  are  thinking  of  the  Govern- 
ment standards  all  the  while  here,  and  I  am  glad  you  made  the  sug- 
gestion. 

Mr.  Sloan.  I  see  you  have  classified  the  membership  up  there  in 
New  York,  as  wdl  as  the  classification  of  the  product  handled.  You 
gay  insurgent  and  standpat  members.  Are  both  of  those  represented 
in  this  hearing?     [Laughter.] 
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Mr.  Hill.  I  do  not  know. 

Mr.  Hawlet.  And  are  they  tenderable  on  contract!    [Laughter.] 

The  Chairman.  All  right,  Mr.  Hill ;  go  ahead. 

Mr.  Sloan.  I  would  like  to  know  if  we  are  going  to  get  both  views. 

Mr.  Hill.  I  do  not  know.  I  am  not  a  member  of  the  New  York 
exchange. 

The  Chairman.  You  are  not  a  member  of  the  exchange? 

Mr.  Hill.  No,  sir.  I  do  not  think  that  commercial  differences 
are  very  often  radically  away  from  our  fixed  differences,  except  on 
some  one  or  two  individual  grades ;  but  wherever  they  are  radically 
different,  that  is  the  grade  which  comes  here,  and  I  think,  too,  that 
the  professionals  in  cotton  and  those  who  make  a  habit  of  tendering 
on  contract  in  receiving  on  contracts  will  comb  through  500,000 
bales  of  cotton  to  find  that  cotton  which  fits  the  weakest  staple  and 
the  weakest  and  least  desirable  grade  that  can  be  tendered  in  New 
York.  The  only  way  to  prevent  these  undesirables  accumulating  is  to 
add  so  many  descriptive  adjectives  to  the  requirements  for  cotton  for 
delivery  that  it  will  preclude  that  character  of  cotton  from  accumulat- 
ing. If  we  begin,  however,  to  use  all  of  the  descriptive  adjectives 
which  Noah  Webster  invented,  we  begin  to  make  it  harder  and 
harder  to  deliver,  and  mi^ht,  unless  we  are  watchful  of  that  phrase- 
ology, exclude  cottons  which  are  of  desirable  spinning  character. 

Mr.  Taylor.  You  mean  by  that  the  contract  must  be  elastic,  and 
can  not  be  strict  and  fixed ;  is  that  what  you  mean  ? 

Mr.  Hnx.  Oh,  no;  it  must  be  within  limitations.  If  you  get  a 
contract 

Mr.  Taylor.  But,  still,  there  must  be  elasticity — some  giving  and 
taking  both  ways. 

Mr.  Hill.  If  you  get  a  contract  which  is  not  elastic,  if  you  get  a 
contract  which  has  too  many  descriptive  adjectives,  and  strike  a  bad 
year 

Mr.  Taylor.  It  would  mean  the  elimination  of  a  lot  of  cotton;  is 
that  what  I  understand  ? 

Mr.  Hill.  Oh,  yes. 

Mr.  Hbflin.  Right  there:  If  a  man  should  have  a  contract  on  the 
New  York  Exchange  for  cotton,  and  wanted  it  delivered  for  spinning 
purposes,  what  would  you  think  of  a  contract  that  could  beenxorced — 
that  is,  the  delivery  oi  cotton  agreed  upon  in  the  contract  should  be 
delivered  within  three  grades,  one  above  and  one  below  the  one  stipu- 
lated in  the  contract? 

Mr.  Hill.  It  would  be  not  at  all  feasible,  because  there  is  no  firm^ 
Mr.  Heflin,  in  the  United  States  which  is  large  enough  to  deliver  500 
bales  of  that  character  of  cotton.  The  average  cotton  buyer  might 
find  it  hard  to  deliver  that  character  of  cotton. 

Mr.  Heflin.  Within  three  grades? 

Mr.  Hill.  Within  three  grades.    The  little  fellow  is  what  I  mean. 

Mr.  Heflin.  What  grades  are  you  buying — ^in  cotton — on  the  spot 
market?  Isn't  it  a  fact  you  never  hear  more  than  three  or  four  grades 
mentioned  in  the  local  markets,  and  by  the  merchants  buying  cotton — 
the  small  cotton  buver? 

Mr.  Hill.  I  can  answer  that  question,  Mr.  Heflin,  best  by  stating 
we  commenced  cotton  grading  over  here  first  in  1890.  A  bale  of  cot- 
ton or  a  sack  of  cotton — a  spinner  discovered  the  cotton  he  was  get- 
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ting  from  New  Orleans  made  a  better  twist  than  the  cotton  he  was 
^tting  from  the  Carolinas,  and  then  they  began  to  call  one  Gulf  and 
flie  other  upland.  After  a  time  a  man  said, "  What  sort  of  cotton  have 
you?"  And  the  fellow  said,  "Middling  good  and  middling  bad''; 
and  the  term  "middling"  was  ingrafted  mto  the  cotton  language. 
Then  a  man  complained  of  a  shipment  of  cotton  he  got  from  another 
shipper,  and  he  said,  "  That  was  very  ordinary  cotton  he  sent  me  " ; 
and  so  ordinary  "  became  a  term.  The  other  fellow  said,"  That  is 
fair  cotton  you  shipped  me  the  last  time  " ;  and  then  began  to  call  it 
that  grade.  Then  a  man  said,  "What  kind  of  cotton  have  you?" 
And  the  fellow  said,  "My  cotton  is  good  middling";  and  so  they 
began  each  year  to  distinguish  between  grades. 

Mr.  Hawley.  Is  that  actually  true,  or  is  it  an  imaginative  descrip- 
tion? 

Mr.  HiMi.  It  is  an  imaginative  description,  but  probably  true. 
[Laughter.]  But  finally  they  got  to  a  point  where  they  could  not 
sell  cotton  by  the  terms  "upland "  or  " Gulf,"  but  sold  it  by  the  length 
of  the  staple.  We  sell  it  as  fifteen-sixteenths  cotton,  or  inch  cotton, 
and  28-millimeter  cotton,  and  it  lost  those  terms.  For  instance,  in 
South  Carolina  they  raise  cotton  which  could  be  sold  as  "Gulf" 
cotton,  although  it  is  "  upland  "  country.    In  Alabama 

Mr.  Heflin.  What  I  am  getting  at  is,  in  the  local  markets  all  over 
the  South,  do  you  ever  hear  any  grades  spoken  of  outside  of  the 
grades  of  middling,  strict  middling,  ordinary,  and  good  ordinary  t 

Mr.  Hill.  Oh,  yes,  indeed. 

Mr.  Hefi.in.  What  grades  do  you  hear  commonly  talked  about  on 
the  local  market? 

Mr.  Hill.  I  have  heard  every  one.  They  discuss  them — the 
smaller  the  market  the  more  they  discuss  them.  The  average  buyer 
of  cotton  in  a  small  place  gets  cotton  from  low  middling  to  good 
middling.    When  it  comes  lower  than  low  middling 

Mr.  Heflin.  How  many  grades  are  there  between  low  and  good 
middling? 

Mr.  Hill.  Between  low  and  good  middling? 

Mr.  Heflin.  Yes. 

Mr.  Hill.  Without  bisecting,  there  is  low  middling,  strict  low  mid- 
dling, middling,  strict  middling,  and  good  middling.  There  are  five 
Sades.  You  get  then  fully  low  middling,  fairly  middling,  and 
irly  good  middling. 

Mr.  Heflin.  I  live  in  the  largest  cotton-producing  district  in  the 
State  of  Alabama,  I  think.  I  have  never  heard  more  than  three  or 
four  grades  discussed  in  any  cotton  market  in  my  district  in  the  sell- 
ing-season, the  grades  known  to  the  buyers  at  various  times.  They 
never  talk  about  this  high  spinning  of  the  grade,  running  up  the 
scale  to  20  and  back  to  1. 

Mr.  Hill.  There  is  one  department,  the  Department  of  Com- 
merce, which  has  written  a  very  interesting  pamphlet,  about  a  month 
ago,  in  regard  to  the  relation  of  the  cotton  buyer  and  the  cotton 
producer,  and  elucidating  at  great  length  that  particular  point 
you  are  trying  to  bring  out.  In  a  small  place,  Mr.  Heflin,  a  farmer 
raises  an  extremely  low  grade  of  cotton.  He  does  not  realize  that 
is  worth  $20  a  bale  less  than  a  neighbor's  bale  of  cotton,  where,  as  a 
matter  of  fact,  he  ought  to  secure  $20  a  bale  less.    The  man  to  whom 
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he  sells  is  ignorant  of  the  fact  there  is  that  much  penalty  that  they 
charffehim.  This  man  raises  a  good  ordinary  bale  of  cotton,  let  us  say. 
Another  fellow  raises  a  bale  of  cotton  that  is  middling  fair,  possibly, 
say  l^V  to  li  inch  staple.  The  man  who  has  that  cotton  is  afraid 
to  pay  its  value.  It  requires  a  little  more  technical  knowledge  than 
he  has,  and  he  makes  errors.  The  farmer  is  not  offered  a  sufficient 
reward  for  exceptionally  high  grades  and  is  not  offered  a  sufficient 
punishment  for  lower  grades. 

Mr.  Heflin.  It  is  a  sort  of  an  average  lot. 

Mr.  Hill.  I  think  this  pamphlet  is  Document  No.  60,  if  I  remem- 
ber, by  Dr.  Cook. 

Mr.  Glenn Y.  Is  it  from  Oklahoma? 

Mr.  Hill.  No,  sir;  it  is  Dr.  Cook. 

Mr.  Glen  NY.  There  is  one  from  Oklahoma. 

Mr.  Heflin.  Now,  then,  when  the  farmer  comes  in  town,  Mr. 
Hill,  with  12  or  15  bales  of  cotton,  and  he  may  have  in  the  amount 
of  cotton  five  grades,  four  or  five  grades.  He  takes  a  sample  around, 
shows  it  to  the  various  buyers.  One  man  will  bid  12J  cents  a  pound 
on  the  lot;  another  will  bid  13  cents,  maybe,  on  the  whole  15  bales. 
Here  is  a  sample  a  little  better  than  this  one,  and  this  one  is  better 
than  another  one;  and  here  is  a  farmer,  now,  who  has  four  or  five 
grades  in  this  lot  of  cotton,  and  some  one  may  say,  "  I  will  buy  the 
whole  lot  and  give  you  12^."  That  is  the  way  they  buy  cotton,  is  it 
not? 

Mr.  Hill.  Yes,  sir. 

Mr.  Heflin.  So  they  do  not  go  through  the  process  of  requiring 
the  bales  to  be  strict  low  middling? 

Mr.  Hill,  It  goes  through  the  customary  process. 

Mr.  Heflin,  It  goes  through  the  customary  process  and  is  bought 
as  an  average  lot  of  cotton,  as  a  whole  lot.  That  is  the  way  the 
business  is  done  in  the  local  market. 

Mr.  Hill.  I  know.  There  is  the  first  unscrambling  you  have  of 
cotton. 

Mr.  Haugen.  The  object  being  to  protect  the  farmer  as  much  as 
the  operators  on  the  exchanges,  in  connection  with  what  you  have 
just  said,  would  it  not  be  a  wise  thing  to  provide  for  an  inspection 
or  grading  or  classing  department  as  a  protection  to  the  farmer, 
that  some  one  might  ascertain  for  him  the  exact  value  and  the  exact 
grade  of  that  particular  cotton? 

Mr.  Hill.  Mr.  Haugen,  that  is  not  necessary. 

Mr.  Haugen.  You  just  called  our  attention  to  the  fact  that  they 
are  selling  cotton  for  $20  less,  through  ignorance,  and  the  merchant 
pays  $20  a  bale  more  than  they  are  worth  through  ignorance,  be- 
cause he  has  not  a  way  of  ascertaining  the  value. 

Mr.  Hill.  Unless  the  Government  would  undertake  to  classify  and 
give  a  guarantee 

Mr.  Haugen.  Do  I  understand  you  are  in  favor  of  official  inspec- 
tion? 

Mr.  Hill.  I  am  in  favor 

Mr.  Haugen.  But  against  the  licensing  and  the  fee  system  ? 

Mr.  Hill.  I  do  not  think  you  should  indiscriminately  license 
people  over  the  United  States  because  it  is  a  very  hard  thing  to  find 
good  classers. 


BEGULAIIOK  OF  COTTON  EXCHANGES.  1121 

Mr.  Haugen.  Your  contention  is  they  should  be  placed  on  a  salary 
and  the  Government  should  provide  for  inspection  ? 

Mr.  HiLi^  Have  it  provided  for  here  so  that  two  aggrieved 
parties  would  have  a  board  of  classification  here,  so  that  parties 
aggrieved  might  appeal  to  this  final  resort,  a  bureau  of  classers  at 
Washington  to  pass  on  sealed  samples.  The  idea  you  gravitate  to 
is  this — ^is  to  provide  a  classer  at  the  gin. 

Mr.  Haugen.  Now,  not  particularly ;  I  have  no  particular  scheme. 

Mr.  Hill.  As  I  was  going  to  say,  that  would  be  like  providing  a 
classer  of  wheat  at  the  thraSiing  machine. 

Mr.  Haugen.  Oh,  no.  They  would  be  at  a  terminal.  Take  for  in- 
stance, Minneapolis :  No.  1  northern,  96,000  bushels  received ;  198,000 
No.  1  shipped  out.  You  see  the  difference.  One  hundred  and  sixteen 
thousand  bushels  of  No.  4  and  no  grade  received;  not  a  bushel 
shipped  out  but  shipped  out  at  a  hi^er  grade.  Now,  we  want  to 
correct  that  evil,  if  it  is  possible  to  do  so.  I  do  not  know  that  it 
exists  as  far  as  cotton  is  concerned,  but  I  do  know  it  exists  on  the 
board  of  trade. 

Mr.  McLaughlin.  Mr.  Chairman,  the  appropriation  bill  we  passed 
a  while  ago  carries  an  appropriation  of  $50,000  for  instruction  to  farm- 
ers in  regard  to  their  training  and  helping  them  judge  the  grade  for 
themselves,  does  it  not? 

The  Chairman.  There  is  an  appropriation  for  $50,000  for  demon- 
strating, under  such  methods  as  the  department  itself  may  devise, 
the  value  of  our  present  cotton  standards. 

Mr.  Heflin.  Then  we  all  discussed,  in  that  connection,  that  they 
should  write  in  these  bulletins  instructions  for  teaching  the  farmers 
how  to  grade  cotton. 

Mr.  Haugen.  Mr.  Chairman,  I  will  tell  you  what  we  are  doing. 
We  have  been  here  appropriating,  I  believe,  altogether  some  $550,000 
on  account  of  establishing  and  classifying  grain  and  $550,000  for  the 
classification  of  cotton,  and  so  far  we  have  not  made  any  headway 
except  appropriating  money.  Now,  then,  we  have  been  appropri- 
ating money  for  all  these  years  and  the  time  has  come  when  we 
either  ought  to  quit  appropriating  or  we  ought  to  classify;  that  is 
all.  This  classification  could  be  done  in  no  time.  The  department 
is  prepared  to  do  it.  It  is  prepared  to  classify  cotton  now.  In  fact, 
it  has  been  furnishing  samples  and  selling  tKem  at  the  price  of  $25 
and  $30. 

The  Chairman.  Go  ahead,  Mr.  Hill. 

Mr.  Hill.  My  impression  is  that  the  faulty  cottons  are  those  which 
are  strict  good  ordinary,  good  ordinary,  and  lower  in  grade,  and 
when  you  nave  excluded  those  cottons  from  delivery  on  the  con- 
tracts, you  have  excluded  over  100,000  bales  of  that  character  of  cot- 
ton which  comes  to  New  York.  Out  of  every  100,000  bales  of  that 
character  of  cotton  that  arrives  in  New  York  there  are  from  60,000 
to  70,000  bales  of  very  poor  and  undesirable  delivery.  When  you 
havfe  excluded  cotton  unaer  seven-eighths  inch  in  staple  out  of  every 
100,000  bales  which  come  to  New  York  of  that  character,  you  have 
only  excluded  10,000  bales  which  should  have  been  permitted  to  go 
on  contracts.  As  a  matter  of  fact,  if  you  make  your  limit  seven- 
eighths  of  an  inch  the  skillful  shipper  delivering  to  an  unlaiown 
buyer  through  the  medium  of  the  contract  buyer  will  only  ship  those 
cottons  which  will  barely  go  through  as  seven-eighths-inch  cotton,  and 
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if  you  had  Government  classers  here  instead  of  our  own  the  wise 
shipper  would  continue  to  try  to  foist  five-eights  of  an  inch  to  three- 
quarters  of  an  inch  cottons  on  you  even  though  your  limit  was  seven- 
eighths  of  an  inch,  because  they  would  know  that  for  every  bale  you 
took  from  them  they  were  making  $5  per  bale  more  than  its  real 
value.  The  strength  of  any  chain  is  its  weakest  link.  The  value  of 
the  cotton  in  New  York  will  always  be  measured  by  the  least  desir- 
able grades  and  poorest  staples  which  can  be  given  to  that  market. 
There  is  no  danger  of  any  man  shipping  IJ-inch  or  IJ-inch  cottons 
coming  here  for  delivery  on  a  contract  wnen  he  can  get  just  as  much 
money  for  seven-eighths  cottons. 

I  think  the  Lever  bill,  which  goes  from  low  middling  upward  and 
seven-eighths  of  an  inch  and  upward  would  include  more  than  80 
per  cent  of  any  cotton  crop  ever  grown,  and  the  Senate  bill,  which  goes 
from  good  ordinary  upward  would  include  90  per  cent,  even  though 
both  bills  carry  seven-eighths  of  an  inch  staple  as  a  minimum  staple. 
As  a  matter  of  fact,  I  do  not  believe  that  there  are  grown  in  the 
United  States  of  America  more  than  300,000  or  400,000  bales  of  cot- 
ton under  seven-eighths  of  an  inch.  Those  three  or  four  hundred 
thousand  bales  which  come  under  that  class  are  either  the  result  of 
prematurely  opened  cotton  from  drought  or  else  cotton  grown  on  an 
extremely  poor  hillside  not  intended  by  nature  for  cotton  land  and 
grown  from  poorly  selected  seed  and  in  a  climate  where  maturity 
was  slow.  If  the  farmer  has  a  new  colt  or  a  new  calf  dropped,  and 
if  nature  makes  those  animals  runts,  the  farmer  must  accept  a  price 
in  accordance  therewith.  If  the  farmer,  therefore,  has  cotton  which 
is  a  "runt,"  he  must  be  contented  to  accept  a  price  in  accordance  there- 
with, so  that  his  neighbor  who  has  a  normal  product  may  secure  for 
his  full  value.  Neither  the  buyer  nor  the  seller  of  a  bunch  of  2-year- 
old  steers  would  consent  for  the  neighboring  farmer  to  include  therein 
10  or  12  head  of  dwarfed  cattle. 

The  Chairman.  Does  that  conclude  your  statement,  Mr.  Hill? 

Mr.  Hill.  Yes. 

The  Chairman.  I  would  like  to  ask  a  few  questions.  How  many 
classifiers  does  the  New  York  Stock  Exchange  have  employed  at  this 
time? 

Mr.  Cone.  Five. 

The  Chairman.  If  you  do  not  mind  stating,  what  is  their  pi*esent 
salary  ? 

Mr.  Cone.  $3,000  a  year,  sir. 

The  Chairman.  How  many  do  you  have  in  New  Orleans,  Mr. 
Glenny? 

Mr.  Glenny.  Three,  with  a  provision  for  seven.  Unfortimately 
we  do  not  need  seven. 

The  Chairman.  What  is  the  average  salary? 

Mr.  Glenny.  About  $2,300.    It  is  over  that. 

The  Chairman.  Would  it  average  $2,500? 

Mr.  Glenny.  In  the  neighborhood  of  $2,500.  It  is  now  about 
$2,600. 

The  Chairman.  Mr.  Hill,  do  you  favor  standardizing  uplands  and 
gulfs  separately? 

Mr.  Hill.  No,  sir.    I  would  say  one  single  standard  would  do. 

The  Chairman.  One  single  standard  would  do? 
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Mr.  HiL£^  Yes,  sir. 

The  Chairman.  Assuming  that  the  committee  should  reduce  this 
tax  on  legitimate  operations  from  25  cents  a  hundred  bales  to  5  cents 
a  hundred  bales,  do  you  think  that  5  cents  a  hundred  bales  would  be 
absorbed  by  the  trade  and  not  transferred  to  the  farmer  ? 

Mr.  Hill.  Undoubtedly. 

The  Chairman.  Undoubtedly. 

Mr.  Hill.  The  trade  would  absorb  it  just  as  I  would  absorb  a  2- 
cent  postage  stamp  each  time  I  wrote  you  a  letter. 

The  Chairman.  The  trade,  as  a  matter  of  fact,  would  probably 
absorb  25  cents  a  hundred  bales! 

Mr.  Hill.  Yes,  sir. 

Mr.  Cone.  Mr.  Chairman,  may  I  correct  my  statement? 

The  Chairman.  Yes. 

Mr.  Cone.  There  are  seven,  not  five,  classifiers. 

Mr.  Heflin.  Mr.  Hill,  you  stated  awhile  ago  that  this  low-grade 
cotton  would  find  a  way  to  the  New  York  Exchange  under  the  pres- 
ent management  and  the  better  grades  would  go  to  the  spinner. 
What  would  then  become  of  that  sorry  grade  of  cotton  on  the  ex- 
change, ultimately  ? 

Mr.  Hill.  It  would  be  a  matter  of  private  treaty.  The  word 
"  unspinnable,"  Mr.  Heflin,  is  a  very  seriously  misused  term.  They 
can  spin  it  at  a  price.  Mr.  Parker  can  spin  cotton  which  his  spinners 
do  not  call  for;  but  when  he  does  it  it  takes  one  and  a  half  times  as 
many  hours,  probably,  to  get  the  same  result.  He  can  spin  cotton 
New  York  will  not  take  on  contracts  now. 

The  Chairman.  One  further  question,  and  then  I  am  through. 
You  are  in  favor  of  the  regulation  of  the  exchanges  rather  than  their 
destruction  ? 

Mr.  Hill.  We  could  not  do  without  them. 

The  Chairman.  I  wish  you  would  make  a  statement  briefly  as  to 
that. 

Mr.  Hill.  I  do  not  think  we  need  any  other  statement  than  that 
which  history  furnishes.  We  have  had  exchanges  since  1871.  The 
cotton  market  has  not  had  the  violent  fluctuations  since  then.  I  call 
attention  to  the  violent  fluctuations  because  the  memory  of  January 
13,  1910,  is  there,  and  because  the  memory  of  the  Sully  failure  is 
there,  large  failures  of  financial  interests.  They  occur  just  like  a  fire 
occurs  in  a  man's  house,  at  an  unexpected  moment.  But  fluctuations 
in  cotton  since  the  exchanges  were  established  are  much  less  than 
they  were  before.  My  father  returned  from  the  Confederate  Army 
ana  went  to  raising  cotton  on  the  south  side  of  the  Arkansas  River 
in  1866,  and  the  Arkansas  River  was  more  navigable  then  than  now, 
in  spite  of  the  appropriations  of  the  Rivers  and  Harbors  Committee. 
They  had  the  ooats  about  six  or  seven  months  of  the  year  then. 
Those  boats  would  come  up  and  in  the  old,  primitive  way  they  would 
ship  cotton  to  New  Orleans,  and  the  boat  would  bring  back  home 
provisions  and  things  of  that  character.  In  1866  the  first  crop  he 
sold,  raised  on  the  uplands,  he  raised  about  a  bale  to  the  acre,  and 
they  tried  to  collect  6  cents  a  pound  Government  tax  off  of  him,  that 
he  would  not  stand  for  it,  although  he  had  a  lot  of  Kansas  jay- 
hawkers  come  down  and  try  to  collect,  but  he  sold  the  cotton  to  the 
mountaineers  who  came  down,  to  be  spun  into  cloth. 
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The  next  year  he  shipped  to  New  Orleans,  and  those  New  Orleans 
fellows  would  always  give  up  the  tax.  But  in  1868/after  having  sold 
the  cotton  at  28,  30,  and  40  cents  a  pound,  and  at  home,  he  sold  a 
great  deal  after  the  war  at  a  dollar  a  pound — ^in  1868,  aiter  having 
raised  cotton  on  a  great  big  expensive  farm,  with  a  lot  of  negroes 
and  poor  white  trash  worBng  for  him,  he  found  himself,  as  he 
thought,  bankrupt.  He  had  150  or  200  bales  of  cotton  lying  there 
waitmg  shipment.  The  river  was  too  low  for  the  boat  to  come  up, 
and  he  went  to  Ozark,  Ark.,  and  offered  it  to  Henry  Carter  at  8  cents 
a  pound.  He  wanted  him  to  take  his  mules  and  cotton  and  all  in 
one  bulk  so  as  to  get  even  with  the  world,  and  Henry  Carter  refused 
to  do  it. 

The  boat  came  up  a  few  days  later  and  started  down  the  river  with 
the  cotton  worth  8  cents  a  pound.  It  stuck  on  a  bar  at  Elnoxville 
and  got  away  from  that,  and  stuck  on  a  bar  a  little  farther  down 
and  got  away  from  that,  and  finally  got  out  of  the  river  and  got  into 
the  Mississippi  River,  and  by  the  time  it  got  to  New  Orleans  Tie  sold 
that  cotton  at  28  and  32  cents  a  pound. 

The  Chairman.  You  give  us  that  as  a  story  to  illustrate  what? 

Mr.  HiMi.  The  violent  fluctuations  which  occurred  in  those  days. 

Mr.  Hawi-et.  When  you  say  the  cotton  started  it  was  worth  8  cents 
a  pound 

Mr.  Hill.  Yes. 

Mr.  Glenn  Y.  You  said  in  the  interior  it  was  worth  8  cents  a  pound, 
whereas  at  New  Orleans  it  was  worth  28  cents  a  pound.  What  were 
the  freight  charges  on  that  cotton? 

Mr.  Hill.  The  charges  at  that  time  were  2  or  3  cents  a  pound  to 
go  from  Arkansas  points  to  New  Orleans,  and  after  unloading  Hiat 
cotton  George  W.  Cable,  of  New  Orleans,  with  the  firm  of 

Mr.  Hawley.  That  would  not  be  so  much  a  fluctuation  in  price  as 
a  variation  in  price.  , 

Mr.  Hill.  It  is  20  cents  a  pound. 

Mr.  Hawley.  The  fluctuation  would  apply  to  changes  in  given 
places.    The  variations  would  vary  according  to  locality. 

Mr.  Hill.  In  that  day,  just  as  to-day,  cotton  in  that  locality  is 
worth  the  difference  in  freight  from  that  point  to  New  Orleans.  Let 
us  say  New  Orleans  cotton  was  then  worth  10  cents  a  pound  and  sold 
at  30  cents  a  pound.  There  is  a  difference  of  20  cents.  And  in  that 
day  and  time  they  charged  25  cents  per  bale  for  reducing  from 
English  money,  in  pounds,  shillings,  and  pence  to  American  money. 

The  Chairman.  Mr.  Hill,  as  a  matter  of  fact,  the  fluctuations  in 
spot  market  cotton  are  not  so  violent  on  the  exchanges.  Is  that  true 
or  not  ? 

Mr.  Hill.  In  the  spot  market  it  does  not  always  feel  the  change  as 
rapidly.     Eventually,  however,  and  inevitably  they  feel  it. 

The  Chairman.  Yes.  I  have  noticed  the  quotations  of  spot  cotton 
in  the  South.  During  this  year  it  has  been  j^ractically  steady,  but 
you  have  had  some  rather  violent  fluctuations  in  the  last  10  days  on 
the  New  York  Cotton  Exchange  ? 

Mr.  Hill.  I  do  not  consider  southern  quotations,  especially  at  this 
season  of  the  year,  entirely  dependable.  It  does  not  mean  because 
cotton  is  quoted  at  Augusta,  Ga.,  at  13^  cents  that  that  price  is  ob- 
tainable there. 

The  Chairman.  I  understand  that,  of  course. 
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Mr.  Haugsn.  I  understood  you  to  say  yesterday  contracts  were 
made  restricting  delivery  to  one  j^ade.  Y  ou  referred  to  Mr.  Parker, 
the  contract  he  made,  I  believe,  with  McFadden.  Is  that  through  the 
ezchan^  ? 

Mr.  HiLii.  No. 

Mr.  Haugen.  Is  it  outside  of  the  exchange? 

Mr.  Hill.  Yes. 

Mr.  Taylob.  You  say  the  cotton  spinner,  that  some  cotton  costs 
more  to  spin  than  others.  In  making  your  grades,  any  cotton  that 
is  eliminated  from  that  grade,  that  could  be  purchased  by  the  spin- 
ner and  spun^  if  you  do  not  exercise  care  and  obtain  as  much 
cotton  as  possible  in  your  grades,  then  that  will  leave  the  farmers 
entirely  at  the  mercy  of  the  spinner.  He  would  have  to  take  prac- 
tically .whatever  price  the  spinner  would  want  to  give  for  the  so- 
called  unspinnable  or  low  grade  of  cotton. 

Mr.  Hill.  My  idea,  Mr.  Taylor,  is  it  will  certainly  embrace  90  per 
cent  or  more  of  any  cotton  crop  that  grows. 

Mr.  Taylor.  Your  idea  is  tnat  they  get  as  much  of  the  cotton  in 
those  grades  as  possible  i 

Mr.  Hill.  As  much  desirable  cotton.  Inevitably  you  will  have 
some  undesirable  cotton. 

Mr.  Taylor.  What  do  you  say  about  Government  grades  ? 

Mr.  Hill.  I  say  that  any  man's  grades  we  adhere  to,  that  one 
man's  fading  is  as  good  as  another.  Let  Mr.  Clark  over  there  make 
a  set  of  types  and  all  adhere  to  them,  and  we  will  quickly  accommo- 
date ourselves  so  that  the  price  would  cover  the  difference. 

Mr.  Hbflin.  Mr.  Haugen,  you  asked  Mr.  Hill  there  about  one 
n)ecific  ^ade  being  contracted  for  by  Mr.  Parker,  of  McFadden,  on 
the  outside  of  the  exchange.  As  I  understand,  the  New  York  Ex- 
change has  twenty  odd  grades  now,  and  if  you  contract  with  them  for 
strict  middling  they  can  tender  you  any  one  or  all  of  those  grades  on 
that  contract  and  compel  you  to  take  them. 

Mr.  Haugen.  That  is  my  understanding,  but  I  wanted  to  get  in 
the  record  the  fact  that  the  contract  was  made  outside  of  the  ex- 
change. 

The  Chairman.  Their  contract,  as  a  matter  of  fact,  is  a  basis  mid- 
dling contract  upon  which  any  of  these  grades  are  deliverable. 

Mr.  Hill.  And  Mr.  McFadden  doubtless  makes  money  as  well  as 
the  spot-cotton  man  on  that  same  basis. 

(Thereupon,  at  12.23  o'clock  p.  m.,  the  committee  took  a  recess 
until  2  p.  m.) 

after  recess. 

The  committee  reassembled  at  the  expiration  of  the  recess. 

The  Chairman.  Gentlemen  of  the  committee,  Representative  Levy, 
of  New  York,  desires  to  be  heard  briefly,  and  the  committee  will  be 
very  glad  to  hear  him. 

STATEMENT  OF  HON.  JEFFEBSON  M.  LEVY,  A  BEFSESENTATIVE 
IN  CONOEESS  FROM  THE  STATE  OF  NEW  YOBE. 

Mr.  Levt.  Mr.  Chairman,  I  think  it  would  be  disastrous  to  in- 
terfere in  any  way  with  the  prosperity  of  cotton  exchanges.  I  think 
it  would  be  disastrous  to  the  cotton  producers  of  the  South.    The 
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price  of  cotton  would  be  placed  in  the  hands  of  the  liyerpool  dealers 
entirely.  For  25  or  50  cents  transactions  in  cotton  could  be  carried  on 
just  as  easily  in  Liverpool  as  in  New  York.  I  believe  that  by,  in 
an^  way,  curtailing  or  hurting  the  cotton  exchange  in  New  York, 
this  enormous  export  business  of  the  United  States  would  be  in- 

i'ured,  and  the  balance  of  trade  in  our  favor  would  be  reduced  very 
argely. 

I  believe  that  the  price  of  cotton  would  be  in  the  hands  of  traders 
and  agents  of  the  spinners  and  the  foreign  buyers.  It  is  to  their 
interest,  of  course,  not  to  have  any  cotton  exchange.  It  is  to  the  in- 
terest of  the  buyer  of  cotton  to  simply  deal  for  it  over  the  counter 
and  in  that  way  name  his  own  price.  I  fear  this  very  much,  because 
I  think  it  would  be  a  great  blow  at  the  prosperity  of  our  great  coun- 
try, and  especially  the  South,  which  is  so  prosperous  now — even  more 
so  than  any  other  section  of  the  country. 

The  Chairman.  Do  you  think  that  that  prosperity  is  due  to  the 
existence  of  the  cotton  exchange? 

Mr.  Levy.  I  do. 

The  Chairman.  Entirely  so? 

Mr.  Levy.  To  a  great  extent.  Now,  of  course  our  great  country 
is  the  chief  cause  of  that;  but  I  mean  to  say  that  a  fair  price  is 
obtained  for  cotton  owing  to  the  fact  of  these  exchanges  being  in 
existence. 

From  time  immemorial,  from  the  time  of  Venice  and  from  a  time 
way  back  100  years  ago  in  London,  all  those  exchanges  of  various 
kinds  have  been  growing  up.  The  great  information  exchange  in 
Ijondon,  at  Lombard  Street,  where  it  comes  to  a  corner  where  the 
business  men  all  meet ;  that  has  been  one  of  the  great  causes  for  trade 
and  prosperity  in  Great  Britain. 

The  Chairman.  There  is  not  any  exchange  for  hay,  is  there? 

Mr.  Levy.  Oh,  yes;  there  are  exchanges  for  hay. 

The  Chairman.  Where? 

Mr.  Levy.  I  think  there  is  one  in  New  York. 

The  Chairman.  Trading  in  futures  for  the  sale  of  hay? 

Mr.  Levy.  I  think  so.  I  have  not  gone  into  that  question,  but  I 
known  there  is  an  exchange  in  hay. 

The  Chairman.  Are  there  any  in  potatoes? 

Mr.  Levy.  Well,  potatoes — you  see  how  disastrous  it  has  been  to 
the  farmers  not  to  have  one  in  potatoes;  the  farmer  does  not  get 
his  full  price  for  his  potatoes. 

The  Chairman.  Are  there  any  exchanges  in  onions? 

Mr.  Levy.  In  London? 

The  Chairman.  No;  in  onions. 

Mr.  Levy.  They  do  not  get  a  very  good  price  for  them,  except 
probably  where  they  can  control  them.  But  the  farmers  do  not  ^t 
their  full  price  for  cotton.  In  cotton  they  obtain  a  better  price 
than  in  any  other  agricultural  product.  Why?  Because  they  have 
this  great  exchange,  and  this  enormous  amount  of  business  is  being 
done. 

Mr.  Hawuby.  May  I  ask  the  witness  a  question,  Mr.  Chairman  ? 

The  Chairman.  Yes. 

Mr.  Hawley.  I  understood  you  to  say  that  the  prosperity  of  the 
South  was  very  largely  due  to  the  existence  of  the  cotton  exchange! 
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Mr.  Lbvt.  Indirectljr  to  the  cotton  exchanges.  The  prosperity  of 
the  South  comes  from  its  products. 

Mr.  Hawley.  The  cotton  brings  a  higher  price  in  the  markets  of 
the  South  than  it  does  on  the  cotton  exchange  of  New  York. 

Mr.  liBVT.  No;  I^do  not  think  so.  I  say  the  exchanges  are  the 
cause  of  obtaining  a  good  price  in  the  South. 

Mr.  Hawlet.  How  does  that  raise  the  price  in  t^  Sontii,  if  cot- 
ton on  the  New  York  Exchange  sells  at  a  lower  price  than  in  the 
southern  markets? 

Mr.  Levy.  Well,  there  are  ups  and  downs  in  all  business.  But 
that  condition  is  not  continuous;  it  may  exist  for  a  day  or  so  or 
something  of  that  kind.  But  the  cotton  exchange  of  New  York  is 
the  protection  to  the  southern  planter,  and  the  same  is  true  of  the 
exchange  in  New  Orleans.  People  always  know,  just  like  in  the  case 
of  gold,  that  they  can  go  to  the  exchange  and  get  their  price  for  the 
cotton.  You  do  away  with  exchanges,  and  what  price  will  you  get 
for  cotton?  Not  half  what  you  are  getting  to-day.  That  is  my 
theory  about  it.  You  are  falling  into  great  error  if  you  destroy  the 
exchanges.  It  is  the  gi'eat  traders  abroad  and  the  spinners  who  are 
trying  to  force  the  exchanges  out  of  business.  They  want  to  deal 
direct  with  the  farmer  and  they  want  to  do  that  so  they  can  take 
advantage  of  him. 

Mr.  Moss.  Will  you  not  admit,  Mr.  Levy,  if  there  is  no  desire  to 
abolish  the  cotton  exchanges,  that  it  would  be  possible  to  improve 
them  in  any  way? 

Mr.  Levy.  I  will  not  deny  that.  I  am  not  going  into  technical 
points.  I  do  not  deny  that  the  grading  of  cotton  is  of  advantage. 
I  am  not  going  into  particulars  of  that  sort,  but  I  mean  to  say  that 
if  you  drive  the  exchanges  out  of  existence  you  drive  the  market 
for  cotton  out. 

Mr.  Moss.  Then  your  argument  is  for  the  continued  existence  of 
the  exchange,  but  you  are  not  defending  all  the  present  practices 
of  the  exchange  ? 

Mr.  Levy.  Not  by  any  means.  I  am  not  going  into  technical  con- 
ditions ;  I  am  not  very  well  posted  about  that. 

The  Chairman.  Are  you  familiar  with  the  operations  of  the  New 
York  Cotton  Exchange  ? 

Mr.  Levy.  To  some  extent.  I  am  a  lawyer  by  profession;  but 
from  what  I  know  of  the  general  trade  and  the  business  done  I 
know  they  are  a  distinguished  lot  of  gentlemen.  There  are  a  great 
many  of  them  who  are  from  the  South  originally.  There  is  not  a 
finer  class  of  men  in  the  city  of  New  York. 

Mr.  Harrison.  Do  you  not  own  a  farm  in  Virginia  ? 

Mr.  Levy.  Yes ;  I  own  a  farm  in  Virginia.    [Laughter.] 

The  Chairman.  You  do  not  grow  any  cotton  on  it,  however? 

Mr.  Levy.  Yes;  I  have  grown  cotton  in  North  Carolina  and 
Alabama. 

Mr.  Harrison.  How  many  bales  do  you  raise  a  year? 

Mr.  Levy.  I  do  not  raise  any  now.  I  am  not  producing  cotton  at 
the  present  time.  I  have  too  much  of  my  time  taken  up  by  my  duties 
here  in  Washington.  But  I  only  appeal  to  you  for  the  exchanges 
because  I  believe  the  exchanges  are  an  aid  to  the  markets  of  the  world. 
We  ought  not  to  do  anything  which  would  hurt  or  hinder  in  any 
way  the  trading  in  the  exchanges  of  our  country. 
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All  the  countries  of  the  world  are  practically  the  same  way.  From 
time  immemorial  exchanges  have  been  in  exigence — ever  since  com- 
merce came  into  existence. 

The  Chaibman.  Do  you  recall  how  long  cotton  exchanges  have 
been  in  existence? 

Mr.  Levy.  No;  I  do  not  recall  how  long;  but  I  mean  that  there 
have  been  exchanges  for  anything  that  comes  before  the  world  in 
the  way  of  products  for  the  time  being.  Now,  I  believe  that  our 
exports  are  held  up.  Of  course,  we  know  that  there  are  some 
ei^t  or  nine  hundred  million 

The  Chairman.  I  beg  your  pardon;  what  was  that? 

Mr.  Levy.  How  much  of  the  cotton  have  we  exported  ? 

The  Chaibman.  About  66  per  cent. 

Mr.  Mabsh.  $600,000,000  or  $700,000,000  a  year. 

Mr.  Levy.  Yes.  I  think  the  increase  in  the  last  two  months  has 
been  $23,000,000  over  the  last  year,  has  it  not? 

Mr.  Mabsh.  I  do  not  remember. 

Mr.  Levy.  I  know  it  is  an  enormous  amount.  If  you  interfere 
with  our  exchanges  you  put  yourselves  in  the  hands  entirely  of 
foreign  exchanges. 

The  Chaibman.  Have  you  ^ven  any  consideration  to  Senate  bill 
110  and  House  bill  15318,  which  seek  to  deal  with  this  proposition! 

Mr.  Levy,  No;  I  have  not.  I  have  only  come  to  the  general  prin- 
ciple of  cotton  exchanges.  I  will  examine  them  later  on.  I  was 
opposed  to  the  bill  in  the  House  last  year. 

The  Chaibman.  You  would  not  know,  then,  whether  you  are  op- 
posed to  these  bills  or  not? 

Mr.  Levy.  I  would  go  so  far  as  to  say,  although  I  only  express 
my  own  opinion,  that  1  think  we  ought  to  do  all  we  can  to  aid  ex- 
changes and  build  them  up,  and  have  them  not  only  in  New  York, 
but  in  Washington,  Baltimore,  and  other  places.  I  think  it  is  a 
great  aid  to  trade,  where  the  business  men  meet  and  do  business. 

Mr.  Reilly.  Your  idea  is  that  exchanges  are  for  the  benefit  of  the 
planter,  is  it? 

Mr.  Levy.  Most  decidedly.  You  drive  out  the  cotton  exchanges 
of  this  country  and  the  price  of  cotton  would  go  down  50  per  cent 

Mr.  Hawley.  In  your  judgment,  is  any  gambling  done  on  the 
New  York  Cotton  Exchange? 

Mr.  Levy.  Not  any  more  than  in  any  other  business.  You  buy  a 
house  and  sell  it  to-morrow,  or  you  buy  a  barrel  of  potatoes  and  sell 
them;  all  business  and  trading  is  gambling.  You  are  not  there  for 
the  purpose  of  doing  nothing.  You  buy  something  and  you  expect 
to  sell  it  at  a  profit.    That  is  a  gamble:  everything  is  a  gamble. 

Mr.  Hawley.  I  would  not  define  gambling  in  that  way. 

Mr.  Levy.  That  business  is  trading.  I  do  not  call  it  gambling. 
Do  you  mean  to  say  that  if  you  buy  something  to-day,  you  do  not 
expect  to  sell  it  to-morrow,  if  you  were  in  business? 

Mr.  Taylob.  Wliat  Mr.  Hawley  means  is  something  on  the  one 
hand  and  nothing  on  the  other. 

Mr.  Levy.  Oh,  yes ;  but  thesfe  exchanges  are  a  benefit  to  the  south- 
em  planter.  If  you  were  dealing  with  those  members  of  the  cotton 
exchange,  you  would  see  that  they  are  the  straightest,  finest  business 
men  in  the  United  States. 
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Mr.  Tayi/)r.  You  have  not  very  many  of  them  living  in  your 
district,  have  you? 

Mr.  Levy.  Yes;  I  have.  [Laughter.]  Do  you  mean  members  of 
the  exchange?  Certainly,  and  I  have  represented  a  great  njany  of 
them. 

Mr.  EUbrison.  That  does  not  iniSuence  your  views  on  the  subject, 
does  it? 

Mr.  Levy.  Not  a  bit.  I  am  speaking  for  the  prosperity  of  our 
country.  I  tell  you  we  are  in  a  very  serious  condition,  gentlemen; 
we  have  this  class  of  legislation  by  wnich  we  are  trying  to  tear  down 
and  destroy. 

Mr.  Hawlet.  Do  you  think  that  the  serious  condition  to  which 
you  refer  is  due  to  the  Democratic  administration?     [Laughter.] 

Mr.  Levy.  I  think  it  is  due  to  a  great  extent  to  talking  so  much 
about  trying  to  interfere  with  the  business  interests  of  the  country; 
that  is  it.  It  is  disastrous.  We  have  82  Democratic  Members  from 
the  State  of  New  York.  Destroy  the  cotton  exchange ;  where  would 
they  be?    We  would  not  have  10. 

Mr.  Harrison.  Would  that  affect  the  Members  from  other  sections 
of  the  United  States? 

Mr.  Levy.  Well,  you  would  not  have  «  Democratic  Member  of 
Congress  from  New  York — and  we  are  always  the  backbone  of  the 
Democracy ;  the  way  New  York  goes,  the  whole  country  goes. 

Now,  I  have  been  telling  you  this  for  the  last  year.  We  are  in 
a  very  serious  condition,  and  it  has  cost  a  great  deal  by  the  way 
we  have  delegated  our  powers  to  commissions ;  Congress  has  given 
up  its  power  to  commissions.  Why,  we  have  the  Interstate  Commerce 
Commission,  with  cases  before  them  where  there  are  no  objections, 
in  many  cases  where  the  shippers  have  consented  to  the  increase  oi 
rates,  and  yet  they  have  held  them  up  for  one  or  two  years. 

Mr.  Jacoway.  Do  you  not  think  the  benefit  from  the  new  cur- 
rency law  will  offset  any  disadvantages  that  will  result  from  abolish- 
ing the  exchanges  ? 

Mr.  Levy.  Tne  new  currency  bill,  if  properly  carried  out,  will 
benefit  the  country.  Of  course,  the  South  will  not  have  much  benefit, 
in  my  opinion,  in  the  way  of  borrowing  money  on  cotton,  as  they 
now  Dorrow  all  they  want  to  the  extent  of  85  or  90  per  cent  of  the 
value.  They  will  not  get  it  under  the  Federal  reserve  system,  of 
course. 

Mr.  Rice.  Mr.  Chairman,  may  I  ask  a  question  ? 

The  Chairman.  Yes,  Mr.  Rice. 

Mr.  Rice.  Are  vou  aware,  Mr.  Levy,  that  about  75  per  cent  of 
the  membership  of  the  New  York  Cotton  Exchange  voted  the  Demo- 
cratic ticket?  ^       •• 

Mr.  Levy.  That  is  what  I  say. 

Mr.  Rice.  And  are  in  sympathy  with  the  policies  of  the  admin- 
istration ? 

Mr.  Levy.  Yes;  they  are  all  friendly  to  the  administration.  I 
will  only  give  you  one  instance.  I  tried  to  explain  it  to  you  on  the 
floor  of  the  House  to-day,  but  did  not  get  the  opportunity. 

The  Chairman.  If  you  missed  the  opportunity  on  the  floor,  you 
ou^ht  not  to  blame  it  on  the  committee.    [Laughter.] 

Mr.  LdBVY.  Well,  I  would  like  to  get  you  all,  one  by  one,  to  my  way 
of  thinking. 
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Mr.  Harbison.  You  made  a  great  speech  in  the  House. 

Mr.  Levy.  That  was  on  a  point  of  order.  What  I  wanted  to  say 
was  this :  You  do  not  believe  m  such  a  policy  as  this.  The  Interstate 
Commerce  Commission  had  for  nearly  two  years  certain  railroad 
cases  on  its  hands.  They  raised  difficulties  with  the  railroads'  side 
of  the  case,  and  delayed  the  decision  of  it.  There  is  one  Interstate 
Commerce  Commissioner  who  writes  an  opinion,  and  for  some- 
thing that  happened  three  years  ago  the  investors,  not  the  stock- 
holders nor  the  gamblers,  as  you  say,  but  the  investors,  lose  $10,- 
000,000  a  day. 

Mr.  Hawi^y.  Mr.  Chairman,  I  should  like  to  ask  which  bill  before 
the  committee  has  a  clause  in  it  about  this  Interstate  Commerce  Com- 
mission ? 

Mr.  Habrison.  You  introduced  a  bill  on  that,,  did  you  not,  Mr. 
Levy? 

Mr.  Levy.  Oh,  yes. 

Mr.  Hawley.  I  am  asking  the  chairman  which  of  the  cotton  bills 
now  before  this  committee  has  that  provision  regarding  the  action  of 
the  Interstate  Commerce  Commission  in  it  about  these  railroad  cases! 

The  Chairman.  Well,  I  do  not  know  that  either  of  the  bills  has 

Mr.  Levy  (interposing).  No;  I  am  only  giving  you  a  general  idea 
of  some  of  the  thmgs  we  have  in  our  countiy  at  the  present  time, 
and  my  idea  is  to  build  up  business,  and  that  is  the  reason  that  I  do 
not  want  the  exchanges  destroyed.  I  only  want  to  impress  upoQ  you 
that  I  believe  that  the  cotton  exchanges  are  of  great  benefit  to  the 
country  and  to  the  price  of  cotton. 

The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Levy,  for 
your  information. 

We  will  now  hear  Mr.  Marsh. 

STATEMENT  OF  MB.  ABTHXTB  B.  HKBSE,  OF  ITEW  TOBE  CITT, 
FOBMEBLY  FBESIDENT  OF  THE  NEW  YOBK  COTTON  EZ- 
CEANOE. 

Mr.  Marsh.  Mr.  Chairman  and  gentlemen,  I  want  to  begin  by  say- 
ing that  I  do  not  appear  here  in  opposition  to  legislation  with  regard 
to  the  cotton  exchanges.  On  the  contrary,  I  have  believed  for  a  good 
whUe  that  legislation  by  Congress  on  the  matter  of  dealings  in  cotton 
was  imperative.  Last  summer,  when  the  Clark  amendment  was  up 
before  the  Senate,  and  when  it  seemed  likely  that  its  passage  would 
produce  very  great  confusion  in  the  cotton  trade  and  very  great  con- 
fusion in  the  financial  affairs  of  the  country,  I  had  occasion  to  go  to 
various  persons  connected  with  the  Government  to  represent  what 
seemed  to  me  to  be  the  inevitable  effect  of  the  immediate  passage  of 
that  legislation. 

I  went  to  the  President  and  told  the  President  that,  in  my  opinion, 
legislation  was  not  only  desirable  but  virtually  indispensable.  I  went 
to  the  Secretary  of  Commerce  and  told  him  the  same  thing.  I  went 
to  the  Secretary  of  Agriculture  and  told  him  the  same  thing.  I  went 
to  Senator  Simmons,  the  chairman  of  the  Committee  on  Finance,  and 
told  him  the  same  thing.  I  came  to  Mr.  Lever,  the  chairman  of  this 
committee,  and  told  him  the  same  thing.  I  had  an  interview  with  Mr. 
Underwood,  as  chairman  of  the  Ways  and  Means  Committee  of  the 
House,  and  to  him  I  said  the  same  thing. 
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Matters  have  come  to  a  point  where  there  can  be  no  peace  in  the 
cotton  trade,  in  my  opinion,  without  legislation — ^legislation  by  Con- 
gress— ^legislation  dealing  not  only  with  the  cotton  exchanges,  but 
also,  I  beueve,  before  it  is  complete,  dealing  with  the  handling  of  all 
CQltton  in  interstate  and  foreign  commerce,  and  reaching  into  the 
remotest  hamlets  of  the  South.  More  and  more  information  is 
coming  out  all  the  time  to  show  the  necessity  of  this. 

For  instance,  mention  has  been  made  here  to-day  of  an  investiga- 
tion had  by  the  Office  of  Markets  of  the  Department  of  Agriculture, 
in  regard  to  the  marketing  of  cotton  in  Oklahoma.  The  state  or 
things  shown  by  that  bulletin,  as  between  the  small  interior  cotton 
merchants,  or  country  merchants,  and  country  buyers,  and  the  pro- 
ducers of  cotton  is  lamentable.  No  other  word  can  be  applied  to  it; 
it  is  lamentable. 

In  my  opinion,  then,  when  Congress  sets  its  hand  to  the  plow  it 
must  plow  the  furrow  through.  It  must  go  to  the  smallest  hamlet 
in  Oklahoma;  it  must  go  to  the  smallest  hamlet  in  Texas;  it  must  go 
to  the  smallest  hamlet  in  South  Carolina  and  Georgia,  and  must  so 
legislate  as  to  bring  about  uniformity  of  practice,  the  clearest  under- 
standing on  the  part  of  everybody  concerned  as  to  what  the  distri- 
bution of  cotton  means,  what  the  price  of  cotton  means,  and  all  the 
details  of  the  handling  of  this  crop,  which  is  the  greatest  money  crop 
raised  in  the  United  States,  and  which,  as  far  as  any  economist  can 
foresee,  will  continue  for  an  indefinite  period  to  be  the  most  im- 
portant money  crop  raised  in  the  United  States. 

That,  then,  is  the  position  which  I  have  taken  with  regard  to  legis- 
lation ;  and  I  need  not  say  to  this  committee  that  in  taking  that  posi- 
tion I  have  been  representing  the  best  opinion  of  the  New  York  Cot- 
ton Exchange. 

Consequently  it  can  not  be  said  that  I  am,  or  that  the  New  York 
Cotton  Bxchange  is,  opposed  to  legislation  en  this  subject  in  prin- 
ciple.   On  the  contrary,  we  believe  m  legislation  on  this  subject. 

We  come,  then,  to  the  question  of  what  the  legislation  shall  be. 

And  here,  first,  some  general  definitions  should  be  applied  to  the 
legislation.  In  the  first  place,  there  should  be  no  doubt  as  to  the 
constitutionality  of  the  legislation.  Nothing  could  be  more  unfortu- 
nate than  that  the  cotton  trade,  having  legislation,  should  for  a 
period  of  ^ears  be  uncertain  as  to  the  constitutionality  of  that  legis- 
lation. Litigation  is  destructive  to  any  man's  business  and  it  is  de- 
structive to  any  department  of  business.  Therefore  the  importance 
of  the  assurance  is  necessary  that  any  legislation  adopted  by  Con- 
gress is  certainly  constitutional — and  when  I  say  "  certainly-  con- 
stitutional" I  mean  so  certainly  constitutional  m  the  opinion  of 
the  best  judges  of  the  constitutionality  of  legislation  that  any  uneasy 
person  in  the  trade  will  nowhere  find  encouragement  to  test  the  con- 
stitutionality of  the  legislation. 

You  must  remember  you  are  dealing  not  only  with  associations  of 
merchants  like  the  New  York  Cotton  Exchange  or  the  New  Orleans 
Cotton  Exchange  but  you  are  dealing  with  a  large  number  ©f  indi- 
viduals, some  of  whom  are  members  of  these  associations,  but  thou- 
sands of  whom  are  not  members  of  these  associations ;  and  it  is  open 
to  anyone  of  all  these  individuals,  if  he  sees  a  chance  and  thinks  there 
is  a  possibility  of  bettering  his  position,  to  assail  the  constitutionality 
of  the  legislation  which  may  be  enacted  by  Congress. 
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Now,  we  desire  legislation  which  shall  be  so  certainly  consti- 
tutional that  not  one  of  these  thousands  of  individuals  would  desire 
even  to  try  to  upset  it. 

In  the  second  place,  as  a  general  test  of  the  legislation,  we  believe 
that  the  legislation  must  be  of  such  character  as  to  contain  within 
itself  no  disruptive  and  destructive  elements.  And  by  this  I  mean 
that  the  legislation  shall  be  such  that  it  is  certain  that  at  no  time  will 
some  body  of  persons — ^whether  they  are  spinners,  or  whether  they  are 
merchants,  or  whether  they  are  cotton  producers — ^will  arise  and  say, 
"This  legislation  is  ruinmg  us;  it  is  destructive  of  our  interests, 
and  we  propose  to  see  that  the  iniquity  of  it  is  done  away  with." 

The  legislation  should  be  of  such  a  character,  of  such  fairness  and 
equity,  as  between  all  the  parties  at  interest,  that  there  can  be  no 
chance,  now  or  in  the  future,  that  this  or  that  considerable  body  of 
persons  interested  in  the  production,  or  the  distribution,  or  the  manu- 
facture of  cotton  shall  saj,  ''  We  must  upset  this  legislation  because 
it  is  ruinous  to  us  and  is  miquitous  as  between  us  and  others." 

We  want  the  legislation,  Mr.  Chairman,  that  is  adopted  by  Con- 
gress— and  we  urge  this  upon  you  with  ^eat  stress — ^we  want  the 
legislation  to  be  such  that  it  shall  be  constitutional,  and  that  it  shall 
be  universally  accepted  as  just  and  equitable,  so  that  there  shall  be 
neither  an  attempt  to  upset  it  in  the  courts,  nor  an  attempt  to  upset 
it  by  political  agitation  and  political  pressure  brought  to  bear  upon 
another  Congress. 

Those  are  the  two  general  requirements,  as  I  see  it,  which  the 
legislation  adopted,  to  be  satisfactory  and  brin^  the  peace  in  the 
cotton  industry  in  all  its  branches  which  we  all  desire,  should  have. 

Now,  as  I  understand  the  situation  here,  it  is  desired  by  the  chair- 
man that  the  immediate  program  of  legislation,  in  the  shape  of 
Senate  bill  110  and  House  bill  15318,  here l>efore  us  be  discussed,  not 
with  the  purpose  of  destroying  it,  or  of  antagonizing  it,  but  for  the 
purpose  of  bringing  out  the  facts  in  regard  to  it,  in  so  far  as  those 
facts  are  known  and  available. 

It  is  absolutely  in  that  spirit,  then,  that  I  shall  say  what  I  am 
going  to  say  with  regard  to  this  program  of  legislation.  I  do  not 
wish  to  be  understood  as  advancing  objections,  in  the  hope  of  knock- 
ing out  this  legislation,  or  any  or  all  legislation.  I  am  not  going  to 
speak  in  that  spirit  or  to  that  end.  I  take  first  House  bUl  15318,  the 
Lever  bill. 

Before  proceeding  to  the  details  of  this  bill,  I  should  like  to  call 
the  attention  of  the  committee  again  to  some  general  aspects  of  the 
matter.  I  suppose  that  it  is  not  proposed — at  any  rate,  by  the  chair- 
man himself,  Mr.  Lever,  who  framed  this  bill,  or  by  members  of 
the  committee,  or  by  Members  of  Congress  who  in  general  sympa- 
thize with  Mr.  Lever's  point  of  view — it  is  not  proposed,  I  say,  by 
them,  to  enact  legislation  which  will  restrain,  impede,  or  in  any  way 
interfere  with  the  efficiency  of  American  business  men.  I  assume 
that  it  is  not  proposed  to  produce  a  situation  under  which  there  will 
be  virtually  no  place  for  American  cotton  exchanges  in  which  con- 
tracts for  future  delivery  are  dealt  in.  I  assume  it  is  not  the  inten- 
tion to  throw  this  business  outside  of  this  country,  to  throw  it  to 
Liverpool,  to  Bremen,  with  its  new  futures  market,  or  to  Havre; 
that  it  is  not  intended  to  give  the  advantage  over  to  foreign  cotton 
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merchants,  or  to  American  cotton  merchants  who  might  migrate  from 
this  country  to  foreign  markets. 

If  I  am  correct,  it  is  believed  that  the  legislation  will  make  Ameri- 
can cotton  exchanges  more  efficient  and  will  make  them  better  serve 
the  interests  of  the  cotton  producers,  cotton  manufacturers,  and  the 
cotton  merchants  of  the  United  States. 

Now,  at  this  point,  it  is  very  obvious  that  we  get  into  the  field 
of  competition,  pure  and  simple.  If  the  American  cotton  exchanges 
are  subject  to  such  rules  and  are  limited  in  their  manner  of  transact- 
ing their  business  so  that  it  is  competitively  more  advantageous  to 
do  this  business  in  forei^  markets,  the  business  will  surely  go  to  the 
foreign  markets;  there  is  no  escapting  that.  The  competition  alone 
insures  that  that  will  happen. 

There  is  in  the  bill  an  attempt  to  prevent  that  eventuality  in  the 
form  of  a  provision  in  section  3,  to  tne  effect  that  the  terms  of  this 
legislation  shall  apply  '^  in  cases  in  which  the  order  for  such  sale  has 
b^n  transmitted  irom  the  United  States  to  such  foreign  country  and 
either  the  buyer  or  seller  described  in  such  contract  of  sale  is^  at  the 
time  of  the  execution  thereof,  a  resident  of  the  United  States.^' 

In  my  opinion,  Mr.  Chairman,  that  provision  is  ineffectual. 

In  the  first  place,  let  me  dwell  a  moment  on  the  phrase  ^'when 
either  the  buyer  or  seller  described  in  such  contract  of  sale  is  at 
the  time  of  the  execution  thereof  a  resident  of  the  United  States." 
As  doubtless  most  of  you  know,  foreign  cotton  firms  are  in  the  habit 
of  sending  agents  here  in  September  and  keeping  them  here  until 
January  to  buy  cotton  for  the  foreign  houses. 

I  am  not  lawyer,  but  I  have  had  occasion  recently  to  go  over  a 
good  many  decisions  of  courts  of  last  resort  with  regard  to  the  ques- 
tion of  who  is  a  resident  of  a  country — ^not  in  this  connection  but  in 
connection  with  the  new  workmen's  compensation  legislation,  which  is 
spreading  all  over  the  country;  I  find  in  those  decisions  that  it  is 
generally  held  by  the  court  that  a  laborer  who  goes  from  one  State 
to  another,  for  a  month  or  two,  to  do  a  job  is  not  a  resident  of  the  State 
in  which  he  does  the  job  for  the  purposes  of  workmen's  compensation 
legislation.  An  Italian  laborer  coming  to  the  United  States,  stay- 
ing two  or  three  months  to  work  on  a  railroad,  is  not  a  resident  of 
the  United  States  at  the  time  he  is  working  on  the  railroad. 

Now  I  simply  make  this  suggestion,  not  as  an  expert  in  the  matter, 
not  as  a  lawyer,  but  simply  as  having  had  to  go  over  a  good  many 
decisions  on  this  particular  part  in  another  connection  in  the 
recent  past. 

Mr.  Hawlbt.  Might  I  ask  Mr.  Marsh  a  question,  Mr.  Chairman  I 

The  Chairman.  Yes;  certainly. 

Mr.  Hawley.  In  making  that  examination,  Mr.  Marsh,  did  jou 
find  out  whether  language  of  this  kind  would  meet  the  situation: 
"  Is  domiciled  in  the  United  States  "  ? 

Mr.  Marsh.  That  probably  would  not.  I  may  suggest,  however, 
that  if  the  language  be,  "At  tne  time  of  the  execution  mereof  resident 
in  the  United  States,"  perhaps  it  would. 

Mr.  Jacowat.  I  will  ask  you  if  your  investigation  did  not  lead 
you  to  this  conclusion,  that  it  was  all  a  question  of  the  intention  of 
the  individual  in  each  particular  case — ^the  question  of  intent? 
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Mr.  Marsh.  That  element  came  in  in  many  cases,  but  not  in  all. 
Under  the  workmen's  compensation  statutes,  a  nonresident  is  fre- 
quently excepted  from  the  compensation  awarded  by  the  law,  and 
most  cases  were  cases  of  laborers  that  had  come  temporarily  into  a 
State  or  into  a  country,  because  the  cases  I  read  were  many  of  them 
English  cases;  and  the  question  was  whether  the  worknaoi  was  a 
resident  of  the  country;  the  legislation  in  England,  for  instance, 
declares  that  a  resident  of  England  is  entitled  to  the  compensation, 
but  that  a  foreigner  in  England  is  not  entitled  to  the  compensation 
unless  there  is  a  treaty  between  the  country  of  his  origin  and  Eng- 
land to  that  effect. 

The  Chair^ian.  Then  your  suggestion,  Mr.  Marsh,  would  be  to 
strike  out  the  word  "  a  "  as  it  appears  before  the  word  "  resident " 
in  line  19,  page  2,  of  the  bill  H.  R.  15318,  and  strike  out  the  word 
"  of  "  following  the  word  "  resident,"  and  to  insert  in  lieu  thereof  the 
word  "  in,"  so  that  it  would  read,  "At  the  time  of  the  execution  there- 
of resident  in  the  United  States  "  ? 

Mr.  Marsh.  That  is  my  suggestion. 

The  Chairman.  Then,  with  that  amendment  written  into  the  bill, 
would  it  have  the  effect  of  protecting  our  own  people? 

Mr.  Marsh.  I  do  not  think  so. 

The  Chairman.  All  right.  Now,  you  may  go  ahead  on  that 
proposition  in  your  own  way. 

Mr.  Marsh.  I  do  not  think  so  for  the  reason  that  any  large  firm 
of  cotton  merchants  with  sufficient  capital  to  maintain  a  house  in 
Liverpool,  Bremen,  or  Havre,  would  be  able,  without  the  transmis- 
sion of  any  orders  at  all  from  this  country,  to  go  on  with  the  hedg- 
ing of  its  cotton  just  as  it  now  hedges  its  cotton  on  the  New  York 
Cotton  Exchange  or  on  the  New  Orleans  Cotton  Exchange.  What  I 
mean  by  that  is  this :  A  large  house  in  this  country  has  a  house,  and 
in  the  form  of  an  independent  firm,  in  Liverpool.  The  house  in  this 
country  arranges  with  that  firm  for  all  the  nedging.  The  house  in 
this  country  buys  1,000  bales  of  cotton  to-day  and  simply  cables  its 
Liverpool  house,  "  Have  bought  to-day  1,000  bales  " — ^nothing  more. 

The  Chairman.  Well,  would  not  that  be  evidence  of  some  contract 
made  in  the  United  States? 

Mr.  Marsh.  I  do  not  think  so.  The  contract  need  not  be  made 
within  the  United  States. 

The  Chairman.  Well,  would  it  not  be  a  contract  that  falls  within 
these  prohibitive  sections  here  in  the  bill  ? 

Mr.  Marsh.  I  do  not  think  so.  Of  course,  that  is  a  legal  question 
that  I  am  not  competent  to  answer  as  an  expert.  But,  m  my  opin- 
ion, it  would  not  be  an  order  under  the  terms  of  this  legislation. 

Mr.  Taylor.  Would  not  the  acceptance  be  on  the  other  side,  Mr. 
Chairman,  and  therefore  the  contract  be  made  on  that  side? 

The  Chairman.  That  may  be;  I  am  simply  trying  to  get  Mr. 
Marsh's  opinion. 

Mr.  Taylor.  The  contract  would  be  where  the  minds  met,  and  the 
minds  would  meet  on  the  other  side  of  the  acceptance. 

The  Chairman.  I  am  trying  to  get  Mr.  Marsh's  opinion,  and  also 
any  suggestions  he  has  in  mind  that  will  meet  the  situation. 

Mr.  Rice.  Mr.  Chairman,  may  I  ask  a  question? 

The  Chairman.  Yes,  Mr.  Rice. ' 
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Mr.  Rice.  The  point,  as  I  understand,  is  that  the  representatives 
here  might  buy  1,000  bales  of  actual  cotton  in  t)ie  southern  markets 
and  cable  the  fact  to  his  house  in  Liverpool.  He  does  not  know 
whether  it  is  hedged  or  not.  It  can  not  be  a  part  of  the  contract. 
Is  that  vour  idea,  Mr.  Marsh? 

Mr.  Marsh.  That  is  my  idea. 

The  Chairman.  In  other  words,  it  could  not  be  a  future  contract, 
bat  a  contract  in  spot  cotton? 

Mr.  Marsh.  The  most  probable  thing  would  be  that  the  Liverpool 
house  would  be  itself  daily  dealing  in  cotton,  and  any  future  contract 
that  the  branches  reported  to  them  from  the  United  States  would 
simply  eo  into  their  general  '^  position,"  as  we  call  it  in  t^e  cotton 
traae.  The  ^^ position"  is  that  we  have  so. many  bales  on  hand;  we 
have  outstandmg  contracts  to  spinners  for  so  many  bales ;  and  there 
is  a  surplus  either  of  cotton  or  contracts  to  spinners,  which  we  hedge. 

Now,  a  large  firm  in  this  country  would  certainly  be  distributing 
cettosi  all  the  time  to  English  spinners,  to  German  spinners,  to 
French  q^aimers,  and  its  foreign  house  would  be  every  dav  making 
sales,  entering  into  contracts,  getting  cotton  on  hand,  and  hed^g 
its  net  "  position.'* 

The  house  in  the  United  States  would  simply  report  what  it  had 
done  to  its  Liverpool  house,  and  the  Liverpool  house  would  put  it 
right  into  its  own  net  position,  and  hedge  that  net  position  inde- 
pendently of  any  immediate  order  or  instruction  from  the  United 
States. 

Mr.  Harrison.  You  do  not  think  that  ought  to  be  permitted  to  be 
done  by  the  Liverpool  cotton  exchange? 

Mr.  Marsh.  I  beg  your  pardon. 

Mr.  Harrison,  xou  do  not  think  that  the  business  ought  to  be 
done  in  Liverpool;  you  think  it  ought  to  be  retained  in  this  country? 

Mr.  Marsh.  I  certainly  think  it  ought  to  be  retained  in  this 
country. 

Mr.  Harrison.  In  that  connection,  Mr.  Marsh,  how  much  future 
cotton  is  sold  on  future  contracts  on  the  Liverpool  cotton  exchange — 
if  you  know? 

Mr.  Marsh.  There  are  no  statistics  and  nobody  knows.  If  J,  may 
interpolate  a  remark  at  this  time,  Mr.  Harrison  has  once  or  twice 
askea  about  the  nmnber  of  bales  of  cotton  sold,  of  contracts  for  future 
delivery  made  on  the  exchanges 

Mr.  Harrison.  I  will  say  uiat  I  have  been  trying  to  get  the  infor- 
mation from  the  departments,  and  am  unable  to  get  it  anywhere; 
and  I  was  just  wondering  if  there  was  any  source  from  which  you 
could  eet  the  information. 

Mr.  Marsh.  There  is  no  source  from  which  I  coidd  get  the  infor- 
mation, except  an  examination  of  all  the  individual  books  of  all  the 
commission  houses  doing  business  in  New  York  and  in  New  Orleans, 
and,  of  course,  in  Liverpool,  Bremen,  and  Havre. 

We  used  ourselves  in  New  York  to  require  every  trade  to  be  re- 
ported. But  we  discovered,  even  so,  that  we  did  not  really  have  the 
information;  that  there  were  continual  oversights,  and  I  am  sorry  to 
say  that  we  discovered  that  there  were  several  members  of  the  ex- 
change at  that  time  who,  for  reasons  of  vanity  as  for  some  other  rea- 
sons, when  making  a  trade  for  100  bales,  reported  1,000,  5,000,  or 
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10,000  bales.  In  other  words,  we  found  that  our  own  statistics  were 
of  no  value,  and  that  they  could  not  be  made  of  value  unless  we 
could  go  to  the  books  of  the  members ;  and  as  we  are  an  incorporated 
exchange,  we  can  not  ffo  to  the  books  of  the  members. 

Mr.  Harrison.  Mr.  Marsh,  I  have  read  that  there  are  100,000,000 
bales  of  futures  bought  and  sold  in  the  year  on  the  exchanges.  Then, 
I  heard  a  gentleman  this  morning  state,  who  is  well  informed  on  the 
business,  that  his  impression  was  that  there  were  500,000,000.  Would 
you  mind  giving  the  committee  just  your  idea  about  how  many  there 
were  bought  and  sold  in  this  country  on  the  exchanges? 

Mr.  Marsh.  My  impression  is  that  in  a  year  of  normal  activity  on 
the  exchanges  the  amount  would  probably  be  not  far  from  100,000,000 
bales.    But  that  is  a  pure  guess. 

Mr.  Hawley.  Well,  that  would  include  in  it  the  transfer  of  a  con- 
tract a  number  of  times. 

Mr.  Marsh.  That  includes  the  transfer  of  a  contract  a  number  of 
times;  and  that  was  the  point  I  was  going  to  speak  of  when  Mr. 
Harrison  asked  for  further  information. 

Mr.  Harrison.  I  did  not  want  to  detain  you;  but  I  would  like  to 
have  your  idea  about  the  Liverpool  Exchange,  if  you  have  any  idea 
about  how  manv  bales  are  bought  and  sold  on  that  exchange. 

Mr.  Marsh.  Members  of  the  Liverpool  Exchange  who  come  to  the  . 
New  York  Exchange  tell  us  that  we  have  more  ousiness  than  they 
have.  Whether  that  is  a  correct  estimate  I  do  not  know.  In  some 
respects  cotton  can  be  traded  in  on  the  Liverpool  exchange  in  larger 
quantities  than  it  can  on  the  New  York  excnanges — I  mean  lai^r 
quantities  without  producing  a  marked  effect  on  the  market — ^which 
would  seem  at  first  sight  to  indicate  that  the  volume  of  trading  there 
is  larger  than  it  is  in  New  York.  Yet,  as  I  say,  members  of  the 
Liverpool  Exchange  itself  come  to  New  York,  very  generally  to  tell 
us  that  the  volume  of  business  is  larger  in  New  York  than  it  is  in 
Liverpool. 

Mr.  Harrison*  Now,  along  the  same  line,  about  what  proportion 
of  the  100,000,000  bales  bought  and  sold  on  future  contracts  in  the 
United  States,  which  would  include  New  York  and  New  Orleans — ^is 
trado^  in  on  the  New  York  Exchange  and  what  proportion  on  the 
New  Orleans  Exchange? 

Mr.  Marsh.  I  have  not  the  slightest  idea,  Mr.  Harrison,  as  to  the 
volume  of  trading  on  the  New  Orleans  Exchange.  I  have  never  had 
occasion  even  to  ask  a  member  of  the  New  Orleans  Exchange  about 
it,  and  I  could  not  come  within  millions  of  bales  of  it. 

Mr.  Harrison.  It  has  been  suggested  by  one  gentleman  from  New 
Orleans  that  the  proportion  would  be  about  one-fourth  New  Orleans 
to  three-fourths  New  York.  Would  you  think  that  that  would  be 
about  the  right  proportion  ? 

Mr.  Marsh.  Well,  I  should  be  guessing  so  absolutely  blindly',  Mr. 
Harrison,  that  I  should  dislike  very  much  to  go  on  record  with  an 
estimate  as  to  any  proportion. 

Mr.  Harrison.  Well,  may  I  ask  you  this  question — ^because  you 
are  so  thoroughly  informed  about  it— at  Bremen  and  Havre,  is  there 
any  trading  m  future  contracts  on  those  exchanges;  and  if  so  in 
what  proportion  and  to  what  extent? 

Mr.  Marsh.  On  the  Havre  Exchange  the  trading  in  future  con- 
tracts has  been  going  on  for  a  great  many  years*    The  contract  is 
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a  very  restricted  contract,  designed  to  meet  the  needs  of  French 
spinners,  who  predominantly  produce  only  very  fine  qualities  of 
doth,  and  who  further  consume  only  about  800,000  bales  of  cotton 
a  year.  The  trading  on  the  Havre  Exchange  in  contracts  for  future 
ddiverv  is  therefore  very  much  less  in  volume  than  it  is  in  Liverpool 
or  in  New  York. 

I  should  suppose  it  is  not  one-tenth,  and  it  miffht  not  be  one- 
twentieth  as  much  as  it  would  be  in  Liverpool  or  New  York. 

In  Bremen  they  first  began  to  trade  in  contracts  for  future  de- 
livery of  cotton  on  the  1st  of  Februarv  of  this  year.  Nobody  knows 
yet,  and  the  people  in  Bremen  themselves  do  not  know  what  the  vol- 
ume of  business  on  that  exchange  is  going  to  be.  Inasmuch  as  busi- 
ness began  only  on  the  1st  of  February,  it  began  after  the  heaviest 
movement  of  the  crop  of  1913-14  was  over. 

The  trading  in  future  contracts  in  Bremen,  therefore,  up  to  the 
1st  of  September,  this  year,  must  be  limited — ^limited  by  reason  of 
the  fact  that  the  great  bulk  of  the  crop  of  1913-14  had  already  been 
sold  by  the  producers  and  already  been  hedged  in  some  other  market 
before  they  began  doing  business  in  Bremen.  Does  that  answer  your 
question? 

Mr.  Harrison.  Yes. 

The  Chairman.  Now,  Mr.  Marsh,  I  wonder  if  you  would  not  get 
back  to  the  proposition  you  were  discussing  and  discuss  it  logicafly, 
and  if  you  have  any  suggestions  that  would  cure  the  defects  in  that 
connection  and  meet  the  situation,  the  committee  would  be  very  glad 
to  have  you  make  the  suggestions. 

Mr.  Marsh.  Mr.  Chairman,  I  do  not  know  of  any  simple  legal  pro- 
vision which  will  prevent  what  I  have  suggested  as  likely.  A^uming 
that  it  is  competitively  more  advantageous  to  conduct  business  in 
Liverpool,  Bremen,  and  Havre  than  it  is  on  the  American  exchanges, 
I  do  not  know  of  any  simple  legal  method  of  getting  at  the  transfer 
of  the  business  to  those  foreign  markets,  except  to  make  it  a  felony  for 
any  person  resident  in  the  United  States  to  have  any  dealings  what- 
ever, directly  or  indirectly,  on  a  foreign  cotton  exchange.  I  do  not 
know  any  other  method. 

Mr.  Hawley.  Well,  would  you  recommend  that  ? 

Mr.  Marsh.  No,  sir;  I  would  not. 

The  Chairman.  That  being  the  case,  then,  the  legislation  as  an 
effective  piece  of  legislation  would  fall,  in  your  opinion,  would  it? 

Mr.  Marsh.  The  legislation,  Mr.  Chairman,  in  my  opinion,  would 
be  effective  on  the  one  condition  that,  as  a  matter  of  competition, 
it  remained  as  advantageous  to  conduct  this  business  on  the  Ameri- 
can exchanges  as  it  does  on  the  Liverpool,  Bremen,  and  Havre 
exchanges. 

The  Chairman.  Now,  suppose  3'ou  apply  that  standard  to  the 
bill  and  discuss  it  from  that  standpoint. 

Mr.  Marsh.  I  have  had  that  in  mind,  Mr.  Chairman. 

The  Chairman.  Well,  just  develop  your  own  argument,  Mr. 
Marsh. 

Mr.  Marsh.  The  essential  portions  of  this  bill  as  affecting  the 
transaction  of  business  of  the  cotton  exchanges  are,  of  course,  the 
sections  from  4  to  10.  The  sections  from  11  to  the  end  of  the  bill 
are  executory  sections,  and  I  shall  not  undertake  to  speak  of  them 
at  all. 
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Let  me  begin,  then,  the  discussion  of  these  provisions  4  to  10  by 
calling  attention  to  one  primary  fact: 

It  is  proposed  in  this  legislation  to  take  the  step  of  doing  away 
with  the  discretion  and  custom  of  cotton  merchants  as  regulative  of 
the  cotton  trade,  and  to  substitute  for  it  specific  legislative  provisions, 
statutory  provisions. 

Therefore,  affairs  in  the  cotton  trade  have  been  what  I  may  call  self - 
regulatory.  Members  of  the  cotton  trade  in  active  competition  with 
each  other  have  been  joined  in  associations  known  as  cotton  ex- 
changes. The  primary  purpose  of  those  associations  has  been  to  pro- 
duce uniformity  of  practice,  fairness  and  equity  as  between  member 
and  member,  and  as  between  members  and  the  public  in  general. 

In  those  associations,  whenever  a  matter  has  come  up  which  seemed 
to  cause  a  grievance  or  a  wrong  to  one  or  more  members,  those 
members  have  protested,  raised  an  issue,  and  the  matter  has  been 
fought  out  in  the  body  of  merchants  constituting  the  association* 
A  good  illustration  of  that  has  been  brought  out  in  these  present 
hearings.  Attention  has  been  called  to  the  fact  that  very  recently, 
in  New  York,  certain  firms  feeling  themselves  a^grievea  with  re- 
gard  to  the  acceptance  of  cotton  by  the  classification  committee  of 
the  exchange,  wrote  letters  to  the  board  of  managers  protesting. 

It  has  been  the  custom  always  for  any  member  of  the  cotton  trade 
in  one  of  these  associations,  when  he  felt  himself  wronged,  to  bring 
(he  matter  up,  contend  for  his  side  of  the  case  as  hard  as  he  could, 
and  to  as  large  an  extent  as  possible  get  his  fellow  members  on  his 
side,  and  get  an  adjustment  of  the  matter  to  his  way  of  thinking  if 
he  could. 

But  in  these  associations  of  merchants,  the  contention  of  one  man, 
or  two  men,  or  three  men,  has  had  small  chance  of  adoption,  unless 
those  contentions  commended  themselves  to  the  body  of  the  competi- 
tors of  those  men.  The  associations  have  made  this  change,  and 
that  change,  and  the  other  change,  as  this,  that,  or  the  other  new 
thing  developed  in  the  cotton  trade  and  produced  an  injustice  or 
an  inequality,  or  something  that  was  undesirable  to  the  trade  as  a 
whole.    The  courts  have  recognized  this  custom  of  the  trade. 

It  is,  however,  now  proposed  to  substitute  for  this  custom  of  the 
trade  and  this  working  out  of  the  problems  that  arise  in  the  trade 
by  the  merchants  themselves,  by  statutory  provisions.  In  other  words, 
what  has  been  in  the  trade,  in  the  experience  of  the  past,  the  regu- 
latory principle  will,  with  the  adoption  of  this  specific  legislation,  ms- 
appear.  The  merchants  will  no  longer  pass  upon  the  complaints  of 
their  fellow  merchants.  They  will  no  longer  fight  the  matter  out 
by  discussion  among  themselves.  The  rules  of  the  cotton  exchanges 
under  this  legislation  will  be  the  rules  laid  down  by  the  Govern- 
ment of  the  United  States. 

It  is  very  important  that  this  committee  should  fully  comprehend 
what  that  means,  and  I  can  perhaps  better  illustrate  what  it  means  in 
the  largest  sense  by  simply  quoting  a  phrase  of  a  large  dealer  in  cot- 
ton and  in  contracts  for  future  delivery.  He  said  to  me  personally 
that  I  made  a  great  mistake  in  urging  the  protection  of  cotton  pro- 
ducers or  cotton  manufacturers  or  anybody  else.  He  said,  "Let 
Congress  make  the  rules  and  we  will  play  the  cards." 

That  is  the  situation  you  have  to  consider  that  you  are  coming 
to;  not  a  situation  that  you  are  coming  to  by  reason  of  the  malev- 
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olence  of  men  or  of  their  self-seeking  or  self-interest,  but  because 
they  can  not  do  anything  else.  It  will  no  longer  be  in  the  hands  of 
the  board  of  governors  of  the  New  York  Cotton  Exchange  to  discuss 
and  pass  upon  complaints  such  as  were  made  by  these  firms  referred 
to  in  the  hearings. 

Those  firms,  after  the  adoption  of  this  legislation,  will  go  by  the 
law.  If  there  is  any  loophole  in  the  law  they  will  get  through  it,  and 
we  can  not  stop  them. 

Hence  I  want  to  <»11  your  attention  to  the  necessity,  if  you  are 
going  to  adopt  this  legislation,  of  covering  the  ground  in  the  minutest 
detail.    For  example,  take  the  fifth  section 

Mr.  Lee  (interposing).  To  which  bill  do  you  refer,  Mr.  Marsh? 

Mr.  Maksh.  The  Lever  bill  (H.  R.  15318)'.    It  says: 

•Provided,  That  cotton  of  perished  staple,  or  cotton  that  is  repacked,  or  false 
packed  or  mispacked,  or  that  shows  an  excess  of  seed,  s:md,  dirt,  or  dust,  or 
that  shows  excessive  damage  in  ginning,  or  bales  containing  any  pickings  or 
Unters,  or  cotton  that  is  of  grade  lower  than  low  middling,  or  lower  than  strict 
low  middling  tinged,  or  lower  than  middling  stained,  or  cotton  that  Is  less  than 
SBTen-eighths  inch  or  more  than  11  inches  in  length  of  staple,  shall  not  be  deliv- 
ered on,  under,  or  in  settlement  of  such  contract 

Mr.  Chairman,  thete  is  cotton  which  is  neither  repacked,  false 
packed,  mix  packed,  nor  showing  an  excess  of  sand,  seed,  dirt,  or  dust, 
or  excessive  damage  in  ginning,  which  comes  continually  into  the 
market,  and  which  under  this  bill  would  be  deliverable  in  New  York, 
but  which  to-day  is  not  deliverable  in  New  York.  For  instance, 
water-packed  cotton.    That  is  not  a  mix  packed. 

The  Chairmak.  Is  it  not  a  false  packed? 

Mr.  Marsh.  It  is  not  a  false  packed,  in  the  proper  sense  of  the 
term.  What  is  known  as  water-packed  cotton  is  a\ie  to  something 
that  takes  place  in  the  interior  of  the  bale  after  the  bale  has  been 
ginned,  and  it  may  be  weeks  after  it  has  left  the  gin.  It  arises  from 
excessive  moisture  in  the  cotton  at  the  time  of  ginning.  It  may  not 
be  apparent  to  the  first  buyer  nor  the  secona  buyer.  In  fact,  in 
many  cases  it  is  not  apparent  until  it  actually  gets  to  mill  and  the 
bale  is  torn  to  pieces. 

Mr.  Jacoway.  Those  terms  would  include  all  the  compressed  cot- 
ton, would  they  not? 

Mr.  Marsh.  These  terms  here  [indicating]  ? 

Mr.  Jacoway.  Yes. 

Mr.  Marsh.  I  see  nothing  about  compressed  cotton  in  the  bill. 

Mr.  Jacoway.  I  say  these  terms  would  include  compressed  cotton, 
after  the  cotton  has  been  compressed  and  then  shipped  to  New  York? 

Mr.  Marsh.  Certainly. 

Mr.  Jacoway.  That  is  what  I  thought. 

Mr.  Marsh.  I  did  not  catch  your  meaning.  Now,  the  point  I  am 
making  can  be  brought  out  by  a  study  of  the  by-laws  of  the  New 
York  Cotton  Exchange,  the  provisions  with  regard  to  cotton  that  is 
not  deliverable.  The  first  statement  is:  "All  merchantable  bales  of 
cotton  of  American  growth  presented  for  certification  shall  be  certifi- 
cated, provided  they  are  of  the  character  known  as  square  bales  and 
weigh  not  less  than  300  pounds,  and  are  not  below  the  lowest  grade, 
tenderable  under  the  by-laws  and  rules. 

"  Unmerchantable  bales — which  shall  invariably  be  rejected — shall 
be  understood  to  include  false-packed  bales,  thrashed,  or  machined 
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cotton,  and  bales  that  show  an  excess  of  seed,  sand,  or  dirt,  rebaled 
cotton,  bales  that  have  been  on  fire,"  etc. 

Unaer  the  provision  of  the  bill  as  it  stands,  however,  cotton  that 
has  been  on  nre,  scorched  by  fire,  would  be  deliverable  on  the  New 
York  Cotton  Exchange  contracts. 

The  Chairman.  What  percentage  of  scorched  cotton  would  there 
be  in  an  ordinanr  crop  in  an  ordinary  year? 

Mr.  Mabsh.  In  an  ordinary  year  probably  not  a  great  deal;  this 
year  a  very  large  quantity.  Cotton  fires  have  been  exceedingly  seri- 
ous this  year. 

The  Chairman.  How  large  a  quantity,  expressed  in  percentages! 
One  per  cent  ? 

Mr.  Marsh.  I  do  not  know.  I  can  figure  up  in  my  mind  some- 
thing like  100,000  bales  that  have  been  burned  this  year  of  the  Ameri- 
can crop.  There  was  one  single  fire  in  which  28,000  bales  were  dc- 
stroved. 

The  Chairman.  That  would  be  a  very  small  proportion  of  the 
crop  of  15,000,000  bales. 

Mr.  Marsh.  That  is  very  true,  Mr.  Chairman ;  but  if  you  will  re- 
member, it  has  been  contended  before  this  comiftittee  all  the  time  that 
an  exceedingly  small  amount  of  unmerchantable  cotton,  reaching 
New  York  and  delivered  on  contracts  there,  affects  the  price  of  the 
whole  crop. 

The  Chairman.  Would  a  suggestion  of  leaving  the  language  of 
the  bill  as  it  is,  and  adding  to  it  some  language  giving  general  au- 
thority to  the  Secretary  of  Ariculture  as  to  what  shall  be  deliverable 
upon  contracts  below  the  grades  mentioned  here — ^would  that  cure 
that  situation  in  your  opinion  ? 

Mr.  Marsh.  I  think  it  would,  Mr.  Chairman. 

Mr.  Taylor.  What  you  mean,  Mr.  Marsh,  is  that  the  spinner  would 
get  cotton  that  would  be  rejected  according  to  your  present  rules. 

Mr.  Marsh.  Yes ;  if  the  bill  remains  as  it  is. 

Mr.  Taylor.  Naturally,  he  would  be  "  stuck." 

Mr.  Marsh.  In  other  words,  the  moment  you  fix  by  statute  the 
terms  of  delivery  of  cotton,  then  anybody  and  everybody  has  simply 
to  conform  to  the  terms  of  the  statute,  and  if  the  statute  does  not  ex- 
plicitly exclude  this,  that,  or  the  other  character  of  cotton,  that  cotton 
immediately  becomes  tenderable  on  the  contract. 

Now,  please  understand,  Mr.  Chairman,  that  I  am  not  urging  this 
as  an  objection  to  the  legislation ;  I  am  urging  it  in  favor  of  extreme 
care. 

The  Chairman.  If  I  understand  your  position  correctly,  you  are 
taking  up  this  bill  and  helping  to  make  it  a  better  bill.  Is  that  the 
idea? 

Mr.  Marsh.  I  am  hoping  that  the  legislation  which  comes  out  of 
this  committee  will  be  legislation  which  will  be  as  near  perfect  as 
legislation  can  be. 

The  Chairman.  And,  of  course,  you  understand,  and  everyone  in 
the  room  understands,  that  no  one  man  is  able  to  draw  a  bill  that  will 
be  absolutely  perfect,  and  doubtless  the  legislation  which  we  bring 
out  of  this  committee  will  not  be  perfect;  it  will  have  to  be  amended 
some  day.  But  we  are  trying  to  take  the  first  step  along  the  line 
of  reform  which  we  think  is  necessary,  and  we  ariB  glad  to  have  your 
expert  opinion  to  help  us  to  do  that. 
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Mr.  Haugbn.  If  this  Congress  provides  for  Federal  standards  and 
dassification  and  grading,  would  not  that  eliminate  the  difficulty  you 
refer  to? 

Mr.  Marsh.  The  inspectors  will  be  absolutely  governed  by  the 
statute. 

Mr.  Haugek.  But  they  also  fix  a  standard  and  determine  what  the 
quality  and  the  grade  shall  be. 

Mr.  RuBEY.  I  notice  that  you  are  reading  from  the  rules  of  the 
New  York  Cotton  Exchange,  Mr.  Marsh.  Are  they  available  to 
anyone? 

Mr.  Haugek.  Have  you  got  a  charter  of  the  New  York  Cotton 
Exchange,  Mr.  Marsh? 

Mr.  OoNE.  The  committee  now  has  a  copy  of  the  rules  and  the 
charter. 

Mr.  Haxjgen.  If  we  have  a  copy,  all  right. 

Mr.  Marsh.  On  this  point,  then,  Mr.  Chairman,  what  I  am  urging 
is  that  there  should  be  some  provision  similar  to  the  one  that  you 
yourself  have  suggested,  under  which  there  can  be  so  minute  and  so 
detailed  an  examination  of  the  matter  that  there  will  not  be  that 
loophole  and  these  discrepancies  under  which  members  of  the  cotton 
trade  and  through  them  producers  and  manufacturers  will  find  them- 
selves in  a  worse  fix  than  they  have  ever  been. 

Mr.  Maouire.  Your  idea,  then,  would  be  to  leave  it  largely  a  mat- 
ter of  discretion  in  the  Secretary  of  Agriculture,  giving  him  general 
powers  ? 

Mr.  Marsh.  I  do  not  myself  see  how  it  can  be  eflfectively  done 
in  any  other  way.  I  might  confess  myself  to  be  decidedly  skeptical 
with  regard  to  the  ability  of  any  legislative  body  to  cover  in  a  statute 
all  the  matters  that  must  necessarily  arise  in  the  conduct  of  so  com- 
plicated a  business  as  the  cotton  business. 

The  Chairman.  The  question  that  I  asked  you,  Mr.  Marsh,  in- 
volved this  idea :  Let  this  fifth  paragraph  of  the  fifth  section  of  the 
House  bill  cover  all  the  known  descriptions  of  cotton  that  Congress 
desires  shall  not  be  deliverable  upon  contract  and  then  leave  to  the 
Secretary  of  Agriculture  the  discretion  of  the  tenderable  cotton 
below  the  grades  and  standards  fixed  in  this  bill. 

Mr.  Marsh.  They  would  not  necessarily  be  below  the  grades  and 
standards. 

The  Chairman.  Or  above  what  we  generally  know  as  "  specials." 
That  was  the  idea  I  had  in  mind.  I  do  not  know  that  I  would 
favor  that  proposition  and  push  the  proposition  myself,  and,  per- 
sonally, I'  would  not  be  wilhng  at  this  time,  certainly,  to  give  the 
Secretary  this  tremendous  power  of  saying  what  shall  be  and  what 
shall  not  be  deliverable  upon  contracts  except  in  a  very  limited  way 
where  the  power  would  not  be  very  great  after  all.  That  is  the  view 
I  have  in  mind. 

Mr.  Tatlor.  Do  you  mean  the  power  to  promulgate  rules  from 
time  to  time  in  regard  to  this,  Mr.  Chairman? 

The  Chairman.  Yes ;  I  would  give  power  to  the  Secretary  of  Agri- 
culture to  fix  rules  as  to  whether  present  cotton  below  the  limit  shall 
be  deliverable  or  not. 

Mr.  Taylor.  The  same  as  the  Commissioner  of  Immigration  has 
power  to  make  rules  ? 
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The  Chaibman.  Yes ;  but  that  is  only  a  tentative  suggestion. 

Mr.  DooLiTTLE.  You  mean  other  than  those  which  are  specifically 
eliminated  in  the  law,  do  you,  Mr.  Chairman? 

The  Chairman.  Yes. 

Mr.  Maguire.  If  we  permit  the  rules  to  be  adopted  from  time  to 
time  bv  the  Secretary  of  Agriculture,  would  not  that  create  imcer- 
tainty  f 

Mr.  Marah.  Unquestionably. 

Mr.  Taylor.  What  we  are  trying  to  do  is  to  keep  out  of  the  courts 
and  you  can  not  do  it  You  will  have  to  carry  the  matter  to  them 
from  time  to  time  for  interpretation.  You  can  not  keep  away  from 
them  no  matter  what  you  do. 

Mr.  Marsh.  We  are  apprehensive  on  that  point ;  but  we  desire,  if 
it  is  humanly  possible,  that  we  should  be  enabled  to  keep  away  from 
the  law. 

Mr.  Humphreys  of  Mississippi.  Mr.  Marsh,  do  you  think  it  would 
cover  the  case  if  you  should  add,  for  instance,  in  line  19,  pa^e  4,  in 
that  fifth  subdivision  to  which  you  referred,  a:^r  the  word  "  lintCTS," 
which  is  the  last  wori  enumerating  the  various  kinds  of  cotton  that 
are  not  deliverable — would  it  be  practicable  and  workable  if  you  in- 
sert there  the  words,  "  or  otherwise  unmerchantable  cotton  "  ? 

Mr.  Taylor.  You  see  that  would  leave  it  to  the  courts  to  determine 
what  "  unmerchantable  "  means. 

Mr.  Humphreys  of  Mississippi.  It  would  leave  it  to  somebody, 
undoubtedly. 

Mr.  Marsh.  You  see  you  have  this  situation:  There  is  something 
new  coming  up  in  the  cotton  trade  all  the  time.  A  few  years  ago  we 
did  not  know  anything  about  boUey  or  machined  cotton.  Then 
somebody  discovered  a  mechanical  process  for  separating  the  outer 
shell  of  the  boll  from  the  lint.  That  machinery  was  little  by  little, 
perfected.  The  machinery  began  to  be  put  in  first  in  Oklahoma,  at 
the  very  north  of  the  belt,  where  there  is  a  good  deal  of  belated 
cotton  which  is  touched  by  frost  and  does  not  open  naturally  up 
there  in  that  country.  They  began  to  pick  these  frosted  cotton  bolls 
by  hand,  and  then  they  put  them  into  the  machinery  and  thrashed 
them  out  and  then  ginned  the  cotton  as  it  is  ordinarily  ginned.  That 
gave  us  bolley  cotton.  Then  we  had  some  people  who  discovered 
mechanical  processes  by  which  they  can  take  low-grade  cotton  and 
samples  and  what  not  and,  by  beating  it  up  and  forcing  air  through 
it  and  manipulating  it  in  strong  currents  of  air,  can  get  the  dirt  and 
the  leaf  out  of  it.  That  is  what  we  call  machine  cotton  proper. 
There  is  one  established  in  Houston,  Tex.,  running  night  and  aay, 
taking  the  low-grade  cottons  of  Texas  and  transformine  them  into 
cottons  which  to  the  superficial  observer  look  as  valuable  as  cotton 
picked  in  the  field  and  naturally  ginned.  As  a  matter  of  fact,  when 
you  get  those  cottons  to  the  mills  the  waste  is  inordinate,  and  for 
this  reason  those  cottons  are  not  deliverable  on  contracts  on  the 
exchange.  Now,  another  thing  has  come  up  this  year.  Through 
the  South  the  impression  is — and  it  is  an  impression  which  has  been 
decidedly  cultivated,  I  may  say,  by  the  manner  of  buying  cotton — 
that  the  great  question  is  the  question  of  grade — the  higher  you  can 
get  the  grade  of  your  cotton,  the  higher  the  price  you  are  going 
to  get  for  it.    There  has  been  recently  invented  a  machine  which  is 

Sut  into  the  intake  pipe  of  the  gin  plant,  a  machine  called  the 
logers's  cleaner,  and  this  Kogers's  cleaner  has  a  mass  of  revolving 
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beaters  and  toothed  wheels,  and  one  thing  and  another,  and  as  the 
cotton  is  sucked  through  the  intake  pipe  it  goes  through  this  cleaner 
and  is  beaten  up  and  opened  out,  and  a  lot  of  trash  and  dirt,  and  so 
on,  is  removed  from  it.  When  you  gin  that  cotton  is  looks  to  the 
superficial  observer  just  as  good  as  cotton  picked  in  the  field  and 
ginned  straight.  But  when  you  examine  it  carefully  with  a  micro- 
scope you  find  that  in  going  through  this  mass  of  rapidly  revolving 
machinery  it  has  got  Knotted  up  and  twisted  up,  and  there  are 
actually  pieces  of  yarn  in  it,  and  its  merchantability  is  changed 
from  the  merchant's  ability  of  straight  cotton  to  the  merchantaole 
of  something  that  the  spmner  has  got  to  put  through  a  special 
process  to  ^et  into  shape  for  his  machinery.  Now,  that  has  only 
become  an  important  matter  this  year.  Next  year  there  will  be 
something  else. 

Mr.  HuMPHBEYS  of  Mississippi.  Well,  would  not  that  term  "  other- 
wise unmerchantable  "  cover  tnat  whole  field  ? 

Mr.  TATiiOR.  It  does  in  the  case  of  real  estate. 

Mr.  Marsh.  Well,  now,  here  is  a  thing  that  the  spinners  are  buying 
which  is  not  enumerated. 

Mr.  Humphreys  of  Mississippi.  Well,  you  say  they  are  buying 
hollies? 

Mr.  Marsh.  Well,  are  boUies  cotton  enumerated  in  the  bill  ?  I  do 
not  know. 

Mr.  Humphreys  of  Mississippi.  Yes;  it  is  supposed  to  exclude 
boUies,  false  packed,  mixpacked,  and  so  on.  Your  suggestion  was 
that  we  ou^ht  to  be  careful  enough  to  include  everything  in  the  de- 
scription of  nonddiverable  cotton,  which  to  my  mind  is  an  impossi- 
bility. So  that  impressed  me  that  it  might  be  desirable  to  put  words 
in  tne  bill  that  would  be,  when  reasonably  and  fairly  interpreted, 
sufficient  to  cover  whatever  happens  to  be  left  out,  so  that  it  would 
not  be  possible  to  tender  burnt  cotton,  for  instance,  which  can  not  be 
tendered  now,  or  any  other  cotton  which  can  not  be  tendered  now 
that  was  not  enumerated  in  the  bill. 

Mr.  Marsh.  In  whom  would  you  leave  the  decision  as  to  whether 
cotton  is  or  is  not  merchantable? 

Mr.  Humphreys  of  Mississippi.  I  do  not  know.  The  administra- 
tive features  of  the  bill  would  have  to  be  adjusted  to  meet  that.  But 
I  do  not  think  that  is  impossible,  any  more  than  it  is  impossible  to 
declare  what  is  a  reasonaole  time,  or  reasonable  notice,  or  a  reason- 
able railroad  rate. 

The  Chairman.  Would  it  not  be  better,  in  your  judgment,  to  ex- 
clude specifically  all  the  things  which  we  think  ought  to  be  excluded 
and  which  we  can  think  of  and  cover  the  rest  with  a  blanket  proposi- 
tion. I  would  have  in  mind  the  Secretary  of  Agriculture  as  the 
umpire  to  decide  whether  or  not  things  covered  under  that  blanket 
provision  should  be  tenderable. 

Mr.  TAYiiOR.  Give  him  power  to  promulgate  rules  from  time  to 
time? 

The  Chairman.  He  could  do  that. 

Mr.  Humphreys  of  Mississippi.  He  could  declare  what  was  unmer- 
chantable just  as  well  as  your  board  of  governors. 

The  Chairman.  Yes;  it  is  merely  a  question  of  putting  the  deci- 
sion with  some  administrative  authority  to  determine  as  to  this  poor 
cotton  that  is  new  to  the  trade. 
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Mr.  Humphreys  of  Mississippi.  Well,  after  enumerating  various 
kinds,  would  you  not  have  to  put  in  some  general  terms? 

The  Chairman.  Yes ;  but  just  what  that  term  should  be  is  a  ques- 
tion. 

Mr.  Taylor.  Did  not  the  chairman  hit  it  right  just  now  when  he 
spoke  of  its  being  unusual  and  new  to  the  trade? 

The  Chairman.  That  matter  could  be  very  easily  worked  out  if 
the  committee  is  willing  to  trust  some  administrative  branch  of  the 
Government  to  handle  it. 

Mr.  Marsh.  The  next  matter  which  I  would  like  to  discuss  a  little 
is  the  matter  of  the  length  of  staple.  Nobody  really  knows  the  pro- 
portion of  the  cotton  crops  of  the  United  States  below  three-fourths 
of  an  inch,  below  seven-eighths  of  an  inch,  and  above  seven-eighths 
of  an  inch  in  length  of  staple.  As  a  matter  of  fact  the  proportions 
vary  very  widely  from  year  to  year.  The  effect  of  drought  on  the 
length  of  staple  is  very  well  mown.  In  the  Atlantic  States  the 
drought  produces  a  very  large  quantity  of  short  staple.  How  much 
of  that  cotton  is  under  three- fourths  oi  an  inch  we  have  no  statistics 
to  show ;  how  much  of  it  is  under  seven-eighths  of  an  inch  we  have  no 
statistics  to  show.  We  know  that  some  of  it  is  under  five-eighths  of 
an  inch,  but  we  do  not  know  for  a  series  of  seasons,  covering  normal 
seasons,  wet  seasons,  and  drought  seasons,  what  we  have  to  meet  in 
the  way  of  staples  under  either  three-fourths  of  an  inch  or  seven- 
eighths  of  an  inch. 

When  the  Lever  bill  was  first  published  so  that  it  came  into  my 
hands,  and  into  the  hands  of  the  officers  of  the  New  York  Cotton  Ex- 
change, we  thought  it  desirable  to  get  such  information  as  we  could 
on  this  subject,  and  also  on  the  subject  of  the  proportions  of  grades 
of  cotton.  ♦ 

Accordingly  we  wrote  to  a  very  large  number  of  cotton  merchants 
scattered  all  over  the  South  a  letter  to  this  effect : 

Deab  Sirs  :  We  are  desirous  of  obtaining,  at  as  early  a  date  as  possible,  in- 
formation with  regard  to  the  relative  proportion  In  the  cotton  crop  of  the 
United  States  of  the  higher  and  lower  grades  of  cotton  and  of  the  cotton  having 
a  staple  of  greater  or  lesser  length  than  seven-eighths  of  an  inch  and  three* 
fourths  of  an  inch. 

We  should  appreciate  it  if  you  would,  on  the  Inclosed  blank,  give  us  your 
opinion  on  these  points.  We  understand,  of  course,  that  exact  figures  are 
probably  unobtainable,  but  perhaps  you  can  use  the  run  of  your  own  purchases 
of  cotton  in  the  districts  where  you  buy  as  a  basis  for  estimates  which  wUl 
closely  approximate  the  facts. 

Now  the  blanks  that  we  sent  out  contained  four  questions,  each 
requiring  two  answers. 
The  first  question  was : 

Approximately  what  percentage  of  the  crop  in  your  section  do  you  estimate 
to  have  a  length  of  staple  under  seven-eighths  of  an  Inch? 

And  the  subdivisions  of  the  questions  were :  "  In  a  normal  season '' 
and  "  In  a  drought  season." 
The  second  question  was: 

Approximately  what  percentage  of  the  crop  in  your  section  do  you  estimate 
to  have  a  staple  under  three-fourths  of  an  inch? 

Again  it  was  subdivided  into  "  In  a  normal  season "  and  "  In  a 
drought." 
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The  third  question  was: 

Approximately  what  percentage  of  the  crop  in  your  section  do  you  estimate 
to  be  lower  In  grade  than  the  Government  type  of  good  ordinary,  in  white 
cotton,  or  lower  than  good  middling  tinged  and  middling  stained? 

Again,  there  were  two  subdivisions,  "In  a  normal  season''  and 
"  In  a  season  like  1906-1907,  or  like  1913-1914,"  the  1906-1907  crop 
being  a  crop  in  which  the  great  Mobile  storm  took  place  and  the 
entire  crop  of  the  Mississippi  Valley,  Alabama,  and  western  Georgia 
was  so  tremendously  reduced  in  grade. 

And,  finally,  the  fourth  question  was: 

Approximately  what  percentage  of  the  crop  of  your  section  do  you  estimate 
to  be  lower  in  grade  than  the  government  type  of  low  middling,  and  lower  than 
strict  low  middling  tinged,  or  middling  stained? 

Now,  we  received  something  like  100  answers  from  representative 
cotton  firms  in  every  State  in  the  South.  I  think  the  total  number 
here  is  110  [indicating  paper]. 

Mr.  Cone.  Something  less  than  that,  between  105  and  110. 

Mr.  Mabsh.  Between  105  and  110;  and  every  State  in  the  South 
is  represented.  And  the  first  thing  that  stands  out  from  the  answers, 
which  I  have  tabulated  here  [indicating]  and  which  I  should  like 
to  leave  with  the  committee  as  an  exhibit 

The  Chaibman  (interposing).  Do  you  desire  to  have  it  made  a 
part  of  the  record? 

Mr.  Mabsh.  Yes;  I  do. 

The  Chairman.  Without  objection,  it  will  be  made  a  part  of  the 
record. 

(The  table  referred  to  is  as  follows:) 

ALABAMA. 


City. 

Staple  under 
se7en^ighths. 

SUple  under 
three-foorths. 

Below  good  or- 
dinary. 

Below  low  mid- 
dling. 

Name. 

flS 

u 

y. 

li 

o  ►» 

OS 

o  >» 

1^ 

o  >* 

1^ 

> 

J.B.FiskCottonCo. 
HarrisCortnerACo. 
T.n.Maybank&Co. 
WeUBros 

Montgomery.. 

Anniston 

do. ....... 

Montgomery.. 

Mobife 

Birmingham.. 

Decatur 

Montgomery . . 

S^lma 

Per 

cent. 

None. 

10 

5 

None. 

None. 

None. 

10 
5 
1 

10 
None. 

Per 

cent. 

None. 

15 

10 

5 

None. 

None. 

None. 

10 

5 

No  dif. 
10 

Per 
cent. 

None. 
5 

None. 

None. 

None. 

None. 

Negl. 

None. 

None. 

2 

None. 

Per 

cent. 

None. 

10 

2 

None. 

None. 

None. 

None. 
5 
None. 
No  dif. 
None. 

Per 

cent. 

I 

2 

5 

None. 

None. 

1 

Negl. 
5 

5 
None. 

Per 

cent. 

2 

6 

10 

2-3 
2 

2-4 

Nepl. 
6-15 

H 
Nodil. 

10 

Per 

cent. 
3 

8 

5-8 
2 
2 

Aofl 

15 

3 

8 

5-10 

Per 

etnt. 

« 

12 

12 

8-12 

C.H.Minge&Co.... 
Burt  A  Nabers  Cot- 
ton Co. 

JonoR  Cotton  Co 

Elmor«  Brame  &  Co. 
W.  P.  Welch  &  Co... 

S 
3-6 

None. 

16-30 

10 

T.  P.  Hudmon 

7.H.  Arnold<ScCo... 

OpeUka 

Gadsden 

No.  dif. 
10-20 

ARKANSAS. 


C.  C.  Burrow  &  Co. . 
E.  F.  Bufflngton  & 
Co. 

J.M.  Altman 

J.  B.  Sneers  Co 

L.  P.  Baskdull  4c  Co. 
8.  C  Alexander. . . .. 
C.  A.  Wooten  &  Co. . 


Morrllton.... 
Hope 

Fort  Smith... 
Pine  Bluff. . . 
Fort  Smith... 
PineBhifl... 
Helena 


5 

15 

3 

10 

6 

15-25 

10 

None. 

5 

None. 

1 

None. 

2 

5 

None. 

7 

None. 

None. 

10 

20 

20 

None. 

None. 

None. 

None. 

2 

10 

10 

None. 

10 

None. 

None. 

6 

15 

15 

1 

1 

None. 

None. 

iofl 

6-8 

3^ 

None. 

25 

None. 

10 

10 

25 

25 

15-20 
25 

30 

40-50 

25 

25-33) 

60 
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GEORGIA. 


M.M.  Stewart 

W.O.Jones 

J.  8.  Wood  &  Bro... 
Geo.  H.  McFadden 

&  Bro.  Agency. 

Taylor  Cotton  Co 

J.  B.  Hoist  Co 

Soottdale  Mills 

Howell  Cotton  Co.... 
Geo.  H.  McFadden 

A  Bro.  Agency. 

J.  fi.  Talmadge 

Inman,  Ackers  &  In 

man. 

R.C.Neely 

W.  A.  Gilreath  A  Co. 

L.  F.  Humber 
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Mr.  Bice.  Does  that  table  give  the  names  of  the  cotton  merchants 
who  replied  to  your  letter? 

Mr.  Mabsh.   xes;  and  the  localities. 

The  Chairman.  Does  it  give  the  number  of  bales  represented  by 
the  replies? 

Mr.  Marsh.  It  does  not. 

Mr.  Lee.  It  rives  the  per  cent  only,  does  it? 

Mr.  Marsh.  It  gives  tne  per  cent  only. 

Mr.  Taylor.  Of  course  you  would  not  want  to  ask  for  the  number 
of  bales? 

Mr.  Marsh.  We  did  not  feel  like  going  so  far  as  to  ask  for  the  num- 
ber of  bales,  because  that  would  involve  giving  information  as  to  the 
volume  of  business  done  by  each  of  these  firms. 

Mr.  Taylor.  This  question  has  occurred  to  me:  You  speak  about 
giving  the  Secretary  of  Agriculture  power  to  make  rules.  Now,  as- 
sume that  some  man  had  entered  into  a  contract  to  deliver  a  certain 
grade  of  cotton.  It  is  discovered  that  that  grade  of  cotton  is  not  mer- 
chantable or  not  usable  and  not  deliverable  under  this  provision. 
Suppose  the  Secretary  makes  a  rule  covering  that  situation.  He 
should  not  be  allowed  to  interfere  with  the  contract. 

Mr.  Marsh.  Of  course  you  might  there  get  into  a  legal  tangle. 
There  is  no  dodging  that  fact.  You  are  aflfecting  outstanding  con- 
tracts. 

Mr.  Taylor.  That  would  be  unconstitutional,  I  should  think. 

Mr.  Marsh.  Well,  as  I  am  not  a  lawyer,  I  must  leave  that  point  to 
the  committee. 

Mr.  Taylor.  Well,  the  Constitution  expresses  itself  on  that.  You 
can  not  interfere  with  the  contractual  rights  or  obligations  of  anyone, 
either  by  legislation  or  by  rules  that  come  from  legislation.  The  only 
thing  you  can  do  is  to  authorize  him  to  promulgate  certain  rales 
which  are  not  to  affect  outstanding  contracts  or  contractual  oUiga- 
tions  as  then  existing. 

Mr.  Marsh.  It  goes  without  saying,  Mr.  Taylor,  that  that  is  an 
exceedingly  important  point,  and  it  is  an  exceedingly  important  point 
with  regard  to  this  legislation  as  a  whole.  There  will  be  at  any  given 
moment,  on  both  the  New  Orleans  and  the  New  York  Cotton  Ex- 
change, outstanding  contracts  running  for  12  months  ahead. 

Mr.  Taylor.  Well,  we  had  this  simple  case  in  New  York,  as  yon 
know,  where  the  legislature  provided  that  you,  a  real  estate  man* 
could  not  sell  a  piece  of  real  estate  unless  you  gave  a  written  memo- 
randum, and  our  courts  determined  that  tnat  was  absolutely  uncon- 
stitutional.   Now,  that  was  as  simple  a  case  as  you  could  get. 

The  Chairman.  All  right,  Mr.  Marsh ;  suppose  you  proceed  ^th 
yoiy  statement  where  you  left  off. 

Mr.  Marsh.  I  want  to  say  in  regard  to  these  figures  on  this  table 
that  what  stands  out  immediately  when  you  read  them  is  that  nobody 
knows  these  facts  with  any  precision.  Now,  take  the  question  of  the 
proportion  of  the  crop  under  seven-eighths  of  an  inch  in  staple  in  a 
normal  year. 

I  will  take  the  State  of  Alabama  to  begin  with.  J.  B.  Fisk  Cot- 
ton Co.j  Montgomery,  say  that  there  is  none ;  Harris  Cortner  &  Go-, 
of  Aimiston,  say  10  per  cent  in  a  normal  year;  and  Maybank  &  Co., 
of  Anniston,  say  it  is  5  per  cent;  Weil  Bros.,  of  Montgomery,  say 
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none;  C.  H.  Minge  &  Co.,  of  Mobile,  say  none ;  Burt  &  Nabers  Cotton 
Co.,  of  Birmington,  none;  Jones  Cotton  Co.,  of  Decatur,  say  10  per 
cent;  Elmore  Brame  &  Co.,  Montgomery,  5  per  cent;  W.  P.  Welch  & 
Co.,  Selma,  say  1  per  cent ;  T.  P.  Hudmon,  Opelika,  $ays  10  per  cent ; 
J.  H.  Arnold  &  Co.,  Gadsden,  say  none.  Now,  that  is  for  a  normal 
year,  not  a  drought  year. 

Now,  take  the  answers  for  a  drought  year : 

J.  B.  Fisk  Cotton  Co.,  Montgomery,  none;  Harris  Cortner  &  Co., 
Anniston,  15  per  cent;  T.  D.  Maybank  &  Co.,  10  per  cent;  Weil 
Bros.,  5  per  cent;  C.  H.  Minge  &  Co.,  none;  Burt  &  Nabers  Cotton 
Co.,  none ;  Jones  Cotton  Co.,  none;  Elmore  Brame  &  Co.,  10  per  cent; 
W.  P.  Welch  &  Co.,  5  per  cent ;  T.  P.  Hudmon,  no  difference ;  J.  H, 
Arnold  &  Co,,  10  per  cent. 

That  is  for  staple  under  seven-eighths  of  an  inch  in  length  in 
Alabama. 

Mr.  Gi-BNNT.  May  I  interrupt  you  there  ? 

Mr.  Mabsh.  Certainly. 

Mr.  GxiENKY.  As  a  matter  of  fact,  is  it  not  true  that  when  you 
buy  cotton  of  ordinary  staple  you  do  not  pull  and  measure  the 
staple  ? 

Mr.  Mabsh.  Mr.  Glenny,  that  is  a  point  that  I  am  coming  to  and 
I  am  glad  that  yx>u  brought  it  out  at  this  particular  moment.  I  want 
to  call  the  attention  of  the  committee  to  the  fact  that  there  is  an  enor- 
mous difference  between  a  statutory  provision  that  cotton  must  be 
seventh-eighths  of  an  inch  in  length  and  a  custom  of  the  trade  that 
cotton  is  seven-eighths  inch  in  length — an  enormous  difference.  If 
you  have  a  statutory  provision  that  cotton  must  be  seven-eighths  of 
an  inch  in  length,  the  actual  measured  length  of  the  fiber  must  be 
seven-eighths  of  an  inch  in  length. 

Now,  that  is  a  test  to  which  cotton  has  not  been  put  by  the  cot- 
ton trade.  In  the  cotton  trade  the  length  of  fiber  is  not  deter- 
mined with  mechanical  accuracy,  and  it  has  actually  happened,  I 
believe,  that  in  the  Department  of  Agriculture  they  have  discovered 
that  cotton  merchants  call  cotton  with  a  "  strong  pull,"  as  it  is  caUcd, 
and  thought  to  be  longer  in  fiber  than  cotton  of  a  weak  character  and 
a  ^  poor  pull,"  when,  as  a  matter  of  fact,  the  cotton  with  the  '^  strong 
pull "  is  the  shorter  in  fiber. 

Mr.  Lee.  Would  not  the  cotton  mill  and  the  spinners  know  the 
difference? 

Mr.  Marsh.  I  suppose  they  would;  I  do  not  know  about  that;  I 
do  not  know  whetner  the^  keep  statistics  on  that  subject  or  not. 
But  in  the  cotton  trade,  it  is  certain  that  the  stautory  provision  for 
a  minimum  of  seven-eighths  of  an  inch  in  length  is  going  to  ex- 
clude from  deliveries  on  contracts  a  very  large  amount  of  cotton, 
which  in  the  trade  in  its  normal  course  would  pass  as  seven-eighths 
of  an  inch. 

There  is  another  point  in  that  same  connection,  and  that  is  that 
experience  shows  that  the  moment  there  is  a  danger  line  people 
who  are  delivering  cotton  want  to  leave  a  margin  of  safety  between 
their  cotton  and  the  danger  line.  For  example,  as  regards  the  New 
York  Cotton  Exchange  tnis  year  there  has  been  a  sudden  and  extra- 
ordinary decline  in  the  amount  of  good  ordinary  cotton  shipped  to 
New  York  for  delivery,  and  the  reason  is  that  the  impression  has 
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got  out  that  the  exchange  is  very  severe  on  that  lowest  grade  of 
deliverable  cotton. 

Consequently,  it  may  be  said  that  the  southern  shipper  to-day 
will  not  take  any  chances  in  shipping  good  ordinary  cotton  to  New 
York,  and  if  you  make  a  statutory  limit  of  seven-eighths-inch  staple 
you  may  be  sure  that  the  southern  shipper  will  not  take  any  chances 
of  shipping  seven-eighths  of  an  inch  cotton.  For  cotton-exchange 
delivery  he  will  certainly  make  fifteen-sixteenths  of  an  inch  his  lower 
limit. 

The  Chairman.  Did  you  say  fifteen-sixteenths? 

Mr.  Marsh.  Yes;  he  will  certainly  make  fifteen-sixteenths  of  an 
inch  his  lower  limit. 

Mr.  Glenny.  Along  those  same  lines,  1^  inch  in  New  Bedford, 
Mass.,  is  one  length,  and  1^  inch  in  southern  mills  is  quite  another 
length.    Is  that  not  true? 

Mr.  Marsh.  That  is  true,  as  I  once  found  out  at  large  expense  to 
myself. 

I  now  come  to  the  shorter  staple,  the  three-fourths  of  an  inch 
staple,  and  I  find  that,  of  these  Alabama  firms,  only  two  give  any 
amount  of  cotton  as  produced  in  their  section  under  three-fourtlis 
of  an  inch.  Harris  Cortner  &  Co.,  of  Anniston,  say  that  5  per 
cent  of  the  cotton  produced  in  their  section  in  a  normal  year  is  under 
three- fourths  of  an  inch,  and  in  a  drouth  year  10  per  cent. 

Mr.  Taylor.  When  they  refer  to  three- fourths  of  an  inch,  they  are 
using  your  merchantable  custom,  are  they  not? 

Mr.  Marsh.  That  is  what  thev  are  doing.  These  estimates  are 
not  only  at  variance  with  themselves,  but  they  are  also,  in  my  opin- 
ion, utterly  at  variance  with  the  result  which  will  be  had  when  the 
mechanical  statutory  requirement  is  imposed. 

Mr.  Taylor.  You  mean  when  you  go  into  court  with  a  custom  of 
merchants  and  with  a  statute,  you  have  two  different  situations? 

Mr.  Marsh.  Oh,  absolutely  different. 

Mr.  Taylor.  One  of  them  is  give  and  take  and  the  other  is  strict? 

Mr.  Marsh.  Yes ;  there  is  give  and  take  in  the  custom  of  the  trade 
as  there  can  not  be  in  the  carrying  out  of  the  provisions  of  the  statute. 

Mr.  Taylor.  Of  course,  we  meet  that  in  the  real  estate  market  in 
New  York  wherever  they  have  a  slight  proportion  of  an  inch  in  a 
contract. 

Mr.  Marsh.  Yes.  Now,  of  course,  the  more  sections  illustrative  of 
these  staples  are  in  the  States  of  North  Carolina,  South  Carolina,  and 
Georgia.  Taking  the  State  of  North  Carolina,  we  find  that  every 
firm  reporting  from  North  Carolina  gives  the  length  of  staple  in 
the  normal  season  under  seven-eighths  of  an  inch  as  a  fairly  good 
percentage  of  the  production  of  the  section. 

Barbee  &  Co.,  of  Raleigh,  say  that  in  a  normal  year  5  per  cent  of 
the  production  is  under  seven-eighths  inch.  J.  H.  Cutter  &  Co., 
Charlotte,  say  that  5  per  cent  is  less  than  seven-eighths  inch.  Sand- 
ers, Orr  &  CJo.,  of  Charlotte,  5  per  cent.  J.  E.  Latham,  of  Greens- 
boro, 2  per  cent.  J.  M.  Fairley,  of  Monroe,  10  per  cent.  Alexander 
Sprunt  &  Son,  of  Wilmington,  1  or  2  per  cent  T.  W.  Wade,  of 
Charlotte,  6  per  cent.  Solomon  Cone,  of  Greensboro,  10  per  cent 
James  N.  Williamson  &  Sons,  of  Burlington,  50  per  cent  Cotter 
Underwood  Co.,  of  Smithfield,  100  per  cent. 
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For  a  drou£[ht  year  these  same  firms  report  as  follows : 

Barbee  &  Co.j  report  13  per  cent;  J.  H.  Cutter  &  Co.,  20  per  cent; 
8anders,  Orr  &  Co.,  10  per  cent;  J.  E.  Latham,  15  per  cent;  J.  M. 
Fairley,  15  per  cent;  Alexander  Sprunt  &  Son,  2  or  3  per  cent;  T.  W. 
Wade,  10  per  cent ;  Solomon  Cone,  15  or  20  per  cent ;  James  N.  Wil- 
liamson &  Sons,  25  per  cent ;  Cotter  Underwood  Co.,  100  per  cent. 

When  you  come  to  the  three-fourths  staples,  the  proportions  are 
very  much  smaller. 

Mr.  Humphreys  of  Mississippi.  How  do  you  account  for  that 
Smithfield  estimate? 

Mr.  Marsh.  I  am  unable  to  account  for  that  myself.  I  do  not 
know  the  character  of  the  section. 

In  South  Carolina  the  percentages  of  staples  under  three- fourths 
of  an  inch  are  as  f oUws : 

W.  W.  Oaines,  of  Ninety  Six  (that  is  the  name  of  the  town),  20 

5r  cent  in  a  normal  year,  and  35  per  cent  in  a  drought  year;  G.  W. 

figniUiatt  &  Son,  of  Seneca,  none  in  a  normal  year,  20  per  cent  in 
a  drought  year;  t).  M.  D.  McLeod,  of  Bennettsville,  80  per  cent  in 
ft  normal  year^  and  from  90  to  100  per  cent  in  a  drought  year ;  F.  P. 
Burgess,  of  Manning,  25  per  cent  in  a  normal  year,  and  40  per  cent 
in  a  drought  year;  Elbert  W.  Copeland,  of  Laurens,  none  in  a  nor- 
mal and  none  in  a  drought  year;  O'Donnell  &  Co.,  of  Sumter,  12 
per  cent  in  a  normal  year,  and  18  per  cent  in  a  drought  year;  Harby 
ft  Co.,  of  Sumter,  10  per  cent  in  a  normal  year,  and  20  per  cent  in 
a  drought  year;  J.  L.  Coker  &  Co.,  of  Hartsvill^,  1  per  cent  in  a 
normal  year,  and  2  per  cent  in  a  drought  year. 

Mr.  Parkjbsr.  Just  one  minute.  TaKe  Mr.  Coker.  Is  he  not  recog- 
nized as  the  most  experienced  and  intelligent  planter  in  the  South, 
or  one  of  the  most  experienced  and  intelligent? 

Mr.  Marsh.  He  undoubtedly  is  recognized  as  a  very  experienced 
planter,  and  as  having  done  a  great  deal  for  the  industrv. 

The  Chairman.  And  may  I  inquire  if  Mr.  O'Donneli,  of  Simiter, 
is  not  largely  a  wholesale  merchant  and  retail  merchant  rather  than 
a  cotton  buyer  ? 

Mr.  Parker.  And  let  me  ask  if  Mr.  Coker  does  not  make  a  specialty 
of  determining  the  length  of  staple  of  cotton  ? 

Mr.  Marsh.  Breeding  cottons? 

Mr.  Parker.  Yes ;  breeding  cottons,  and  determining  their  length — 
testing  their  length.    He  is  right  in  the  sand  belt,  too. 

Mr.  Marsh.  Yes.    I  should  like  to  ask  just  where  Hartsville  is? 

Mr.  Parker.  It  is  within  20  miles  of  Lumberton.  Let  me  add  that 
Hartsville  is  in  the  sand  belt,  and  yet  Mr.  Coker  has  been  able,  in  the 
sand  belt,  to  grow  the  best  1^-inch  crop  of  cotton  grown  to-day  in  the 
United  States. 

Mr.  Marsh.  I  give  these  figures  for  what  they  are  worth.  J.  M. 
Farrell,  of  Blacksville,  25  per  cent  in  a  normal  year  and  35  per  cent 
in  a  drought  year. 

Leroy  Springs  &  Co.,  of  Liancaster,  10  per  cent  or  less  in  a  normal 
year  and  25  per  cent  or  less  in  a  drought  year. 

The  firm  of  Leroy  Springs  &  Co.,  is  one  of  the  most  prominent 
spinners  in  South  Carolina. 

D.  W.  Dow,  of  Latta,  has  given  three-eighths  of  1  per  cent  in  a 
normal  year  and  one-half  of  1  per  cent  in  a  drought  year,  which  I 
suppose  is  wrong. 
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Farmers  &  Spinners  Cotton  Co.,  of  Charleston,  15  to  20  per  cent  in 
a  normal  year  and  20  to  30  {)er  cent  in  a  drought  year. 

T.  S.  Johnston,  of  Rockhill,  10  per  cent  in  a  normal  year,  20  per 
cent  in  a  drought  year. 

Maybank  &  Co.,  of  Charleston,  none  in  a  normal  year,  5  per  cent 
in  a  drought  year. 

Now,  those  are  illustrations  of  the  variety  of  opinions,  and  I  think 
of  the  absolute  unreliability  of  opinions  on  the  suoject  of  proportions 
of  the  crop  having  a  staple  over  or  under  seved-eighths  of  an  inch 
and  over  or  under  three-iourths  of  an  inch. 

Mr.  Parker.  Let  me  emphasize  this,  in  connection  with  Leroy 
Springs  &  Co.,  to  which  you  refer.  Now,  I  have  a  mill  right  ad- 
joining Lancaster  County,  in  Chester.  The  western  part  of  Lan- 
caster County  adjoins  Chester.  Lancaster  County  produces  just  as 
good  cotton  as  there  is  in  South  Carolina,  and  yet  m  Chester  County, 
adjoining  it,  I  am  unable  to  buy  a  bale  of  cotton  for  my  mill  in 
Chester,  oecause  my  friends  around  there  will  insist  on  using  the 
King  seed,  which  produces  a  staple  of  less  than  seven-eighths  of  an 
inch. 

Mr.  Taylor.  Suppose  we  amend  that  section  of  the  bill,  Mr. 
Marsh,  to  read  "  not  less  than  seven-eighths  of  an  inch,  according  to 
the  custom  of  merchants  as  now  established'^';  would  that  meet  the 
situation  ? 

Mr.  Marsh.  I  do  not  think  so ;  you  would  introduce  an  element  of 
great  uncertainty  there. 

Mr.  Taylor.  Yes;  that  is  right. 

Mr.  Marsh.  I  think  that  would  be  entirely  impracticable.  It 
seems  to  me  that  we  must  proceed  either  by  statute  or  by  the  custom 
of  merchants. 

Mr.  Magutre.  Through  the  improvement  of  varieties  of  cotton, 
has  the  length  of  staple  changed  very  much  in  recent  years? 

Mr.  Marsh.  We  have  a  peculiar  situation  in  that  respect.  If  you 
follow  the  reports  of  the  Department  of  Agriculture  on  the  subject 
of  improvements  in  varieties  of  cotton,  you  will  find  that  we  have 
comment  on  the  fact  that  farmers  frequently  take  up  improved  varie- 
ties of  cotton,  and  find  that  they  do  not  make  so  much  money  out  of 
them  as  they  do  out  of  the  poorer  varieties,  and  so  they  go  back  to 
the  poorer  varieties.  We  have  in  South  Carolina  a  very  remarkable 
illustration  of  that  situation.  The  banner-producing  county  of 
South  Carolina  is  Malboro  County.  It  produced  more  cotton  per 
acre  than  any  other  county  in  the  Ignited  States. 

The  farmers  of  Marlboro  County  plant  King  seed  and  Peterkin 
seed,  which  produces  short-staple  cotton  and  cotton  which  Mr. 
Parker  says  he  can  not  use  in  his  mill.  Efforts  have  been  made  by 
Mr.  Parker  and  Mr.  Leroy  Springs  and  others  to  get  the  farmers  of 
Marlboro  County  to  abandon  the  use  of  this  seed  and  plant  seed 
which  will  ffive  a  staple  of  an  inch,  at  least.  I  am  informed  their 
answer  has  Been  that  they  make  more  money  planting  the  seed  ttxey 
are  now  planting ;  if  there  is  a  market  for  their  cotton,  as  there  un- 
doubtedly is — the  Germans  are  willing  to  take  it— -that  they  see  no 
reason  why  they  should  abandon  the  more  profitable  cotton  for  the 
less  profitable  cotton. 
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The  Chairman.  Mr.  Marsh,  is  it  not  a  fact  that  practically  evwy 
bale  of  cotton  produced  in  Bennettsville,  S.  C,  is  sold  for  export 
through  Charleston  on  type,  or  Wilmington. 

Mr.  Mabsh.  Sold  on  type? 

The  Chairman.  Yes. 

Mr.  Marsh.  I  should  think  that  very  doubtful.  I  can  not  answer 
decisively,  but  I  should  think  it  Tvas  very  doubtful  whether  that 
cotton  is  sold  on  type.    Perhaps  Mr.  Millett  will  know. 

Mr.  Millett.  I  do  not  know. 

The  Chairman.  My  information  yesterday,  after  the  hearing, 
from  a  gentleman  then  appearing  before  the  committee,  is  that  prac- 
tically all  of  the  cotton  at  Bennetsville  is  sold  through  Charleston 
and  Wilmington  for  export  on  type.  That  is  the  only  information  I 
have  about  it. 

Mr.  Marsh.  In  any  case,  it  is  obvious  that  involved  in  this  matter 
of  length  of  staple  is  legislation  directed  against  the  southern  cotton 
producers  who  find  it  more  profitable  to  produce  a  short-staple  cotton 
and  that  they  will  object  to  it.  That  is  a  fact  you  have  to  face,  be- 
cause you  are  going  to  hear  from  it  here. 

Mr.  Humphreys  of  Mississippi.  If  this  seven-eighths  inch  remains 
in  the  bill  and  such  cotton  is  not  permitted  to  be  ddivered  on  contract 
the  tendency  then  would  be  of  that  legislation  to  depress  the  price 
of  that  character  of  cotton? 

Mr.  Marsh.  It  is  always  the  result  of  excluding  cotton  from  de- 
livery on  exchanges  that  the  price  is  seriously  depressed.  There  is 
this  qualification,  however,  in  this  present  case.  Take  the  cotton 
from  Marlboro  County,  S.  C.  That  cotton  is  not  bought  by  south- 
em  spinners.  It  is  all  exported.  It  is  greatly  desired  abroad.  It  is 
produced  by  very  high  class  farmers,  and  it  is  very  carefully  ginned 
and  prepared  for  market,  and  it  is  greatly  desired  and  tnere  is  a 
very  good  market  for  it  abroad.  It  therefore  seems  to  me  improbable 
that  that  particular  cotton  produced  in  Marlboro  County,  S.  C, 
would  be  depreciated  in  value  if  the  American  exchanges  only  were 
to  exclude  it  from  delivery. 

The  Chairman.  Mr.  Marsh,  what  would  be  vour  suggestion  as  to 
the  length  of  staple?  Would  you  make  it  nve-eighths  or  three- 
quarters  or  thirteen-sixteenths  or  what  ? 

Mr.  Marsh.  Mr.  Chairman,  in  the  New  York  Cotton  Exchange 
itself  I  have  advocated  the  limitation  of  staple  to  five-eighths  of  an 
inch. 

The  Chairman.  Five-eighths  of  an  inch  ? 

Mr.  Marsh.  Nothing  below  that  to  be  deliverable  at  all,  and  thci 
penalization  of  any  cotton  under  seven-eighths  of  an  inch.  I  think 
there  is  force  in  the  contention  that  some  pressure  may  fairly  be 
brought  to  bear  on  farmers  by  spinners  to  produce  a  ^rade  of  cotton 
superior  for  general  use  to  that  cotton  which  is  produced  from  the 
Em^  and  Peterkin  seeds. 

The  Chairman.  And  do  you  recognize  the  importance  of  fixing  a 
minimum  length  of  staple  to  be  delivered  ? 

Mr.  Marsh.  I  think,  and  I  may  here  give  the  reason  why,  per- 
haps five-eighths  of  an  inch  is  the  minimum.  The  place  American- 
grown  cotton  now  holds  in  the  market,  as  compared  with  cotton 
grown  in  India  and  China,  is  largely  dependent  upon  the  superiority 
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of  character  of  American  cotton.  There  is  produced  in  India  onlj  a 
very  small  amount  of  cotton  which  is  as  long  in  fiber  as  full  five- 
eighths  of  an  inch.  There  is  a  little.  There  is  some  cotton  produced 
there  that  is  an  inch,  but  out  of  the  India  crop  this  year,  of  nve  and  a 
quarter  million  bales,  I  suppose  the  total  amount  of  five-eighths  inch 
and  above  will  not  be  over  three  or  four  hundred  thousand  bales. 

Mr.  Jacoway.  Mr.  Marsh,  is  not  this  true,  that  in  order  to  get  the 
highest  finished  product  with  India  cotton  you  have  to  mix  it  with 
American  cotton  every  time? 

Mr.  Marsh.  With  India  cotton? 

Mr.  Jacoway.  To  get  the  highest  finished  product. 

Mr.  Mabsh.  I  think  it  depends  on  what  the  product  is.  Mr. 
Parker  can  answer  that  a  good  deal  better  than  I  can. 

Mr.  Parker.  I  will  say  I  never  heard  of  mixing  American  cotton 
with  India  cotton.    They  are  wholly  different  characters  of  cotton. 

Mr.  Marsh.  The  spinners  in  Germany  I  think  do  mix  it. 

Mr.  Parker.  They  would  mix  very  short-staple  American.  In 
other  words,  they  would  get  hold  of  five-eighths  American  cotton, 
and  they  can  mix  it  with  Indian  cotton.  They  use  a  woolen  process 
to  do  that. 

Mr.  Jacoway.  The  American  process  has  come  into  it  somewhere; 
that  is  what  I  am  getting  at. 

Mr.  Parker.  I  do  not  know  of  any  at  all. 

Mr.  Hefun.  That  has  been  mj^  impression,  that  they  do  get  a 
great  deal  of  short-length  American  cotton  to  mix  in  with  it  in 
6reat  Britain. 

Mr.  Marsh.  Mr.  Heflin,  I  think  that  is  not  true  of  Great  Britain. 
The  countries  in  which  the  short-staple  American  cotton  is  used  are 
primarily  Germany  and  Italy.  Those  are  the  great  European  mar- 
kets for  India  cotton.  Spain  uses  a  little,  but  Italy  and  Germany 
are  the  great  markets  for  India  cotton.  The  amount  used  in  Great 
Britain  is  trivial  in  comparison  with  the  total  consumption  of  cotton 
in  Great  Britain. 

But  the  point  I  want  to  make  here  is  it  seems  to  me  it  is  vitally 
important  that  the  superior  character  of  the  American  cotton  crop 
should  be  maintained  and  should  be  recognized  the  world  over.  That 
superiority  gives  this  country  a  price  for  its  cotton  which  is  some- 
what out  of  proportion  to  the  difference  in  what  you  may  call  mere 
manufacturing  worth.  The  demand  for  American  cotton,  because 
of  this  character — the  feeling  that  it  is  indispensable  because  of  this 
character — ^is  worth  millions  and  millions  by  itself  to  this  country 
every  year. 

The  Chairman.  Just  one  question:  What  is  the  relative  price  of 
India  cotton  as  compared  with  the  American  cotton? 

Mr.  Marsh.  Ordinary  India  cotton  sells  very  much  cheaper  than 
American  cotton.  This  year  it  has  been — ^well.  I  think  at  one  time 
4  cents  a  pound;  over  4  cents  a  pound  lower  tnan  American  cotton 
in  Liverpool. 

The  Chairman.  There  could  not  be  any  very  great  competition 
between  the  two  classes  of  cottons. 

Mr.  Marsh.  Not  between  the  two  classes  of  cottons  unless  our  cot- 
ton runs  down  in  character.  As  long  as  we  produce  the  kind  of 
cotton  we  are  producing  we  can  not  have  real  competition  between 
American  cotton  and  India  cotton. 
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The  Chaibman.  And  certainly  there  should  not  be  any  objection 
to  legislation  which  had  a  tendency  to  uplift  our  cotton. 

Mr.  Maksh.  That  is  our  feeling. 

Mr.  Maguhus.  Would  you  find  all  lengths  of  cotton  in  one  boll  or 
one  pod  ? 

Mr.  Mabsh.  Oh,  no,  sir. 

Mr.  Maguibs.  I  do  not  mean  "  all,"  but  various  lengths. 

Mr.  Marsh.  A  certain  boll  contains  fibers  virtually  of  the  same 
length.  The  bolls  on  a  plant,  provided  they  all  open  at  the  same 
time,  contain  fibers  virtually  oi  the  same  length. 

Mr.  Maguire.  Do  you  find  in  one  field  the  wide  variety  of  half 
an  inch  to  an  inch! 

Mr.  Mabsh.  No,  sir;  you  do  not.  Of  course  there  are  some  care- 
less farmers  who  do  not  take  care  of  the  character  of  seed  which 
they  save  to  plant  or  buy  to  plant,  and  they  get  an  irregular  cotton. 

Mr.  Maguibe.  What  would  you  call  that  in  the  trade — that  length 
of  cotton? 

Mr.  Marsh.  We  do  not  call  it  anything.  We  just  lose  our  tempers 
when  we  get  landed  with  it;  that  is  all.  I  mean  a  certain  amount 
of  it  turns  up.  But  this  must  be  said:  That  the  southern  cotton 
producer,  taken  as  a  class,  realizes  the  importance  of  a  reasonably 
pure  seed,  and  even  the  ne^o  tenants  have  got  that  into  their  heads. 
They  have  ^ot  it  into  their  heads  that  if  they  plant  a  mixture  of 
seed  and  their  cotton  is  of  two  sets  of  length  they  are  going  to  get  a 
lower  price  for  it. 

Mr.  JParker.  Mr.  Marsh,  are  you  justified  in  saying  to  the  com- 
mittee, based  on  your  experience,  that  the  demonstration  work  being 
done  to-day  by  the  Government  is  'having  a  great  influence  in  that 
respect? 

Mr.  Marsh.  Oh,  yes,  sir;  I  am  fflad  to  say  that.  I  think  it  has  had 
a  very  great  effect,  and  we  may  look  for  continued  improvement  in 
that  direction. 

The  Chaibman.  Mr.  Marsh,  you  said  a  moment  ago  you  would 
penalize  cotton  below  seven-eighths  inch  in  length.  Just  what  char- 
acter of  cotton  would  you  penalize,  to  what  extent,  and  how  t  What 
would  be  the  plan  you  would  work  out  there? 

Mr.  Mabsh.  I  should  penalize  cotton  between  three-fourths  inch 
and  seven-eighths  inch  by  approximately  a  quarter  of  a  cent  a  pound ; 
I  should  penalize  cotton  between  five-eighths  inch  and  three-fourths 
inch  by  approximately  three-quarters  of  a  cent  a  pound. 

The  Chairman.  You  would  write  that  kind  of  a  proposition  into 
the  bill,  or  would  you  fix  a  minimum  limit  and  work  that  way  ? 

Mr.  Mabsh.  I  am  very  doubtful  about  that,  Mr.  Chairman.  I  am 
really  sailing  uncharted  waters  here  to  a  large  extent.  This  change 
over  from  the  trade  regulating  itself  to  having  the  trade  regulated  by 
legislation,  b^  statute,  deprives  me  of  a  good  many  of  my  bearings. 

On  the  point  of  the  length  of  staple  there  is  a  passage  in  a  letter 
here  which  I  would  like  to  read.  It  is  from  Macon,  Ga. — from  Hurd 
Bros.,  cotton  factors,  of  Macon,  Ga.    They  say : 

Relative  to  the  proportion  of  the  cotton  produced  In  this  section  below  seven- 
eighths  inch  in  staple,  in  the  normal  season  we  should  say  from  85  to  40  per 
cent;  in  a  drought  season,  75  to  80  per  cent. 
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Now,  on  this  same  point  the  late  George  Neville  was  very  greatly 
interested  in  this  question  of  the  length  of  staple,  and  he  made  a 
study  of  the  record  of  his  purchases  or  cotton  in  the  South  Atlantic 
States  and  came  to  the  ^neral  conclusion  that  in  the  Piedmont  sec- 
tion, in  the  Carolinas,  Georgia,  and  Alabama,  there  was  very  little 
danger  of  having  cotton  of  less  than  seven-eighths  inch  in  staple ;  that 
the  production  of  cotton  less  than  seven-eighths  inch  in  staple  in  the 
Pieamont  section  was  negligible. 

Mr.  YouNQ.  Have  you  any  figures  from  Texas  om  that? 

Mr.  Marsh.  Yes;  I  have  the  figures  on  Texas. 

Mr.  Young.  How  are  those  ? 

The  Chaibman.  I  would  like  to  let  him  finish  this  point  first 

Mr.  Marsh.  Now,  Mr.  Nevill,  having  arrived  at  tms  conclusion, 
also  found  from  his  experience 

Mr.  Hawi^y.  Mr.  Marsh,  would  you  state  that  condusicm  again  f 

Mr.  Marsh.  Mr.  Nevill's  conclusion,  from  his  own  experience,  was 
that  there  is  virtually  no  cotton  produced  in  the  Piedmont  section, 
in  the  Carolinas,  Greorgia,  and  Alaoama — ^less  than  seven-eighths  inch 
in  staple  in  any  season — either  a  normal  season  or  a  drought  season. 

Mr.  Parkbr.  If  you  will  pardon  me,  in  that  connection  the  report 
from  your  own  representatives  in  Ninety  Six,  which  is  right  in  the 
Piedmont  section,  shows  a  wide  variation. 

Mr.  Marsh.  I  give  it  for  what  it  is  worth.  We  are  dealing  here 
with  uncertainties,  and  Mr.  Nevill  found  that  in  his  purchases  of 
cotton  the  lower  sections  of  the  States  in  a  drought  year  produced 
very  large  quantities  of  cotton  under  seven-eighuis  inch  and  some 
cotton  under  three-fourths  inch — only  a  little  as  low  as  five-eighths 
inch,  but  a  large  amount  under  seven-eighths  inch. 

Accordingly,  Mr.  Nevill  wrote  to  the  G^logical  Survey  and 
asked  for  a  map,  or  an  outline  of  a  map,  showing  the  line  of  the 
Piedmont  section,  beginning  with  North  Carolina  and  extending 
around  through  Alabama.  This  is  the  map  which  was  sent  him  by 
the  Geolosican  Survey  [producing  map]  and  there  is  a  red  line  here 
showing  the  division  between  the  Piedmont  and  the  lower  part  of 
the  States. 

Then  Mr.  Nevill  took  the  cotton-producing  counties  in  the  four 
States  of  North  and  South  Carolina,  Geor^a,  and  Alabama  and  ob- 
tained from  the  Census  Bureau  figures  of  the  cotton  production  of 
the  counties  in  the  Piedmont  and  of  the  counties  in  the  lower  section 
of  the  States.  He  did  this  for  two  years — ^the  crop  of  1911-12  and 
the  crop  of  1912-18 — ^and  he  found  that  in  North  Carolina  the 
percentage  of  the  crop  produced  in  the  Piedmont  section  was  24^ 
per  cent.  Therefore,  the  amount  produced  in  lower  North  Carolina 
was  75.7. 

In  South  Carolina  he  found  the  amount  produced  in  the  Piedmont 
section  was  43.8  per  cent  and  the  amount  produced  in  the  lower 
country  was  56.2  per  cent. 

In  (xeorgia,  in  the  Piedmont  section,  they  produced  48.4  per  cent. 

Now,  in  Alabama  the  Piedmont  section  produced  40.8  per  cent 

That  was  for  the  crop  in  1912.  The  proportion  does  not  vary  much 
for  the  crop  of  1912-13. 

Now,  the  total  production  in  the  Piedmont  section  for  all  these 
States  in  1911-12  was  3,061,000  bales.  The  production  in  the  lower 
part  of  the  States  was  7,308,000  bales,  and  it  was  Mr.  Nevill's  belief 
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that  in  a  droa^t  year  you  had  to  expect  a  pretty  large  percentage 
of  that  7,808,OW)  bales  under  seven-eighths  inch  in  lengw  of  staple. 

In  1912-13  the  cotton  produced  in  the  Piedmont  section  was 
2^00,000  bales  and  in  the  lower  section  5,271,000  bales. 

Mr.  Pabker.  Take  Alabama  there,  for  instance.  You  would  show 
the  black  lands  of  Alabama  and  the  canebrake  lands  of  Alabama  to 
be  within  the  lowei*  section,  would  you  not? 

Mr.  Mabsh.  This  is  very  rough,  Mr.  Parker. 

Mr.  Parkeb.  I  am  just  stating  facts,  and  that  is  so,  because  that 
section  produced  the  best  cotton  grown  in  the  eastern  belts — ^the 
black  hills  of  Alabama  and  the  canebrakes — ^and  yet  they  are  not  in 
the  Piedmont  section. 

Mr.  Mabsh.  You  are  very  correct  about  that,  Mr.  Parker;  and 
there  are  other  sections.  For  instance,  the  section  around  Rome,  Ga., 
probably  never  produces  any  cotton  under  seven-eighths  inch  staple. 
But  this  is  simplv  a  rough  approximation  in  a  field  which  has  not 
been  systematical!;^  studied  in  a  statistical  way. 

Mr.  Chairman,  if  the  conmiittee  desires  to  have  this  left,  I  shall 
be  glad  to  leave  it. 

Ine  Chairman.  I  think  it  would  be  all  right  for  Mr.  Marsh  to 
put  in  the  statistics,  but  I  doubt  if  we  have  authority  to  print  the 
map.  If  we  can  have  that  map  printed  for  you,  Mr.  Marsh,  we  will 
do  so.    At  any  rate,  we  will  include  your  written  statement. 

CotUm  production  of  Piedmont  section. 


state. 


Oeonia 
tatfiC 
North  Cvolfna 

Total 


Crop,  1912-18. 


BtiUB, 
831,031 
891,892 
535,681 
242,174 


2,200,278 


BaUt. 

1,838,297 

1,813,778 

1,224,246 

906,351 


5,271,671 


Peroeot. 


40 
40.2 
43.8 
26.7 


State. 


.Allabama 

Omnfh 

SootiiCaroliiia 
North  GBToUna 

Total.... 


Crop,  1911-13. 


Bale*. 

602,304 

1,353,578 

741,579 

273,483 


3,061,034 


7,306,001 


Per  cent. 


40.8 
48.4 
43.8 
24.8 


Depabtment  of  the  Iittebiob, 
United  States  Qbologioal  Subtet, 

Washington,  December  27, 191S, 
If r.  6bo,  W.  Nevuxe, 

82  Beaver  fitreet.  New  York  City, 

Deab  Mb.  NsvnxE:  In  response  to  your  letter  of  December  9,  inclosing  map 
abowtng  I^orth  Carolina,  South  Carolina,  Georgia,  and  Alabama,  the  map  is  re- 
tained herewith  with  the  southern  and  eastern  boundaries  of  the  Piedmont  sec- 
tion outlined,  as  per  your  request 
Yours,  very  truly; 

H.  C.  RizEB,  Chief  Clerk. 

Mr.  Mabsh.  I  should  like  to  ask  Mr.  Millett,  if  the  chairman  will 
pennit  me,  to  give  his  general  impression  as  to  the  amount  of  cot- 
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ton  under  seven-eighths  inch  in  len^  produced  in  the  Atlantic  States. 
Mr.  Millett  is  the  chairman  of  tne  classification  committee  of  the 
New  York  Cotton  Exchange  and  has  had  a  very  extensive  experi- 
ence with  cotton,  not  only  in  New  York,  but  in  the  South. 

STATEMENT  OF  MB.  FRANK  B.  MILLETT,  CHAIBMART  OF  TEE 
CLASSIFICATION  COMMITTEE  OF  THE  NEW  YOBS  COTTON  EX- 
CHANGE, NEW  YOBK,  N.  Y. 

Mr.  Marsh.  Mr.  Millett,  what  is  your  general  impression  as  to  the 
amount  of  cotton  less  than  seven-eighths  of  an  inch  staple  produced 
in  the  Atlantic  States,  in  a  normal  year;  and  what  is  your  general 
impression  as  to  what  is  produced  m  a  drought  or  sun-made  crop 
year? 

Mr.  Millett.  In  a  sun-made  crop  year,  my  experience  goes  to  show 
that  it  is  decidedly  under  seven-eighths  inch,  that  the  average  is 
under  seven-eighths  inch;  and  in  the  other  years  it  is  certainly  not 
over.    I  will  quote  one  year,  if  you  will  allow  me. 

In  1906,  when  we  had  what  we  call  a  sun-made  crop,  we  had  a  very 
large  amount  of  cotton  that  came  into  New  York  which  was  below 
five-eighths  inch  staple,  and  in  our  committee  we  were  very  much 
at  a  loss  to  know  wnat  to  do  about  it.  It  was  brought  in  mostly 
from  Norfolk,  and,  while  we  had  no  authoritjr  under  our  own  rules 
to  condemn  it  at  that  time,  we  were  very  much  in  doubt  as  to  whether 
it  came  under  the  head  of  merchantable  cotton ;  and  when  we  got 
cotton  which  run  down  to  a  half  an  inch,  then  we  commenced  to 
throw  it  out.  And  there  were  700  bales  in  one  lot,  brought  in  by 
one  house,  that  no  one  of  our  members  could  pull  to  five-eighths  of 
an  inch  and  a  great  deal  ran  down  to  half  an  inch,  and  so  on. 

The  Chairman.  What  was  the  total  amount  of  the  lot? 

Mr.  Millett.  That  was  700  bales.  That  house  took  that  cotton 
back. 

Mr.  Hawley.  Your  experience  is  based  upon  cotton  coming  into 
New  York?  • 

Mr.  Millett.  In  that  instance ;  but  I  have  been  in  that  part  of  the 
country  and  have  served  15  years  in  the  Memphis  market  and  two 
years  in  Texas. 

Mr.  Hawley.  And  you  mean  your  statement  to  cover  all  of  your 
experience  ? 

Mr.  Millett.  Yes.  My  experience  in  Memphis  covers  a  long  ex- 
perience. As  to  the  Atlantic  States,  part  of  the  year  I  was  in  Au- 
gusta, Ga.,  part  of  the  year  in  Macon,  Ga.,  and  part  of  the  year  in 
Atlanta,  Ga. 

Mr.  Humphreys  of  Mississippi.  Do  you  think  the  majority  of  the 
cotton  coming  in  the  market  is  under  seven-eighths  ? 

Mr.  Millett.  I  think  the  majority  of  the  cotton  coming  to  my 
notice  is  under  that. 

Mr.  Humphreys  of  Mississippi.  In  the  Memphis  market? 

Mr.  Millett.  Oh,  no;  not  m  the  Memphis  market.  That  is  an- 
other story  altogether. 

Mr.  Hawley.  Your  statement  applies  only  to  the  Atlantic  States! 

Mr.  Millett.  Only  to  the  Atlantic  States.  In  the  Memphis  mar- 
ket we  have  cotton  coming  up  from  north  Alabama  that  was  nothing 
under  an  inch. 
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STATEHEITT  OF  MB.  ASTHTTB  B.  MABSH— Continued. 

Mr.  Marsh.  In  regard  to  this  matter,  then,  of  the  length  of  staple, 
the  committee  is  necessarily  dealing  with  something  about  which 
there  is  not  any  satisfactory  information ;  and  the  impression  which 
we  have  is  that  if  the  limitation  of  delivery  is  made  seven-eighths 
inch  there  will  be  drought  years  or  sun-made  crop  years  in  which 
not  merely  thousands  or  tens  of  thousands  or  hundreds  of  thou- 
sands of  bales  but  millions  of  bales  from  the  Atlantic  States  will 
be  excluded  from  delivery  on  the  cotton-exchange  contracts. 

The  Chairman..  Suppose  the  committee  should  accept  your  judg- 
ment as  to  the  length  of  staple,  and  made  it  five-eighths,  what  per 
cent  do  you  think  would  be  excluded  then  ? 

Mr.  Marsh.  Except  in  so  unusual  a  year  as  1907 — ^I  think  Mr.  Mil- 
lett  meant  the  crop  of  the  year  1907,  didn't  you,  instead  of  1906  ? 

Mr.  MnjiKTT.  1907. 

Mr.  Marsh.  He  meant  the  crop  of  1907  instead  of  1906.  In  any 
except  a  very  unusual  year,  such  as  1907,  I  should  say  that  a  very 
trifling  amount  of  cotton  below  five-eighths  inch  would  be  found. 

The  Chahiman.  Would  very  much  be  excluded  if  the  committee 
should  fix  the  length  at  thirteen-sixteenths,  or  something  like  that? 

Mr.  Marsh.  Well,  there,  again,  I  feel  a  good  deal  of  doubt.  I 
should  say,  roughlv  speaking — let  us  see — thirteen-sixteenths — ^yes; 
a  good  deal  would  be  excluded,  particularly  in  a  drought  year. 

Mr.  Parxer.  Mr.  Marsh,  I  am  impressed  with  your  suggestion  as 
to  penalizing,  because  I  think  it  may  have  the  effect,  in  working  out 
the  plan  you  have  in  mind,  of  improving  the  character  of  the  cotton. 
Your  commercial  difference,  I  think,  possibly  is  slightly  low.  In 
other  words,  I  think  there  is  slightly  more  than  a  quarter's  difference 
in  value  between  seven-eighths  inch  and  three- fourths  inch.  But  if 
you  work  it  out  in  a  statute  that  way,  by  providing  for  a  length  of 
seven-eighths  with  a  penalty  of  one-fourth  to  three-fourths  cents, 
as  suggested  by  you,  do  you  think  that  would  meet  the  suggestion, 
now? 

Mr.  Marsh.  That  is  what  I  have  advocated  in  New  York. 

Mr.  Parker.  I  mean  if  you  put  that  in  legislation  do  you  think 
that  would  meet  it  also? 

Mr.  Marsh.  Yes;  I  should  say  if  you  make  all  this  a  matter  of 
statute,  that  would  be  the  way  to  do  it.  Of  course,  there  is  one  point, 
Mr.  Chairman 

Mr.  Lee.  Mr.  Marsh,  would  not  that  difference,  say,  vary  from 
year  to  year,  and  some  years  a  low  grade  might  be  lower  in  propor- 
tion than  a  high  grade  of  another  year"~a  difference  of  a  quarter  of 
a  cent  there  and  three-quarters  of  a  cent  ? 

Mr.  Marsh.  There  is  probably  force  in  that,  Mr.  Lee.  The  verj 
g^eat  practical  diflSculties  in  the  way  of  writing  a  statutory  provi- 
sion of  an  adjustable  kind 

Mr.  Lee.  My  experience  has  been  that  some  years  a  low  grade 
cotton  is  worth  a  little  more  in  proportion  than  it  would  be  worth  in 
other  or  low-grade  years. 

Mr.  Haugen.  It  would  vary  with  the  price  of  cotton  also,  would 
it  not? 

Mr.  Marsh.  Unquestionably. 
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The  Chaibman.  Couldn't  it  be  worked  out  this  way,  to  provide 
that  this  penalty  should  be  fixed  upon  the  actual  commercial  differ- 
ence, and  provide  for  the  grades  to  be  fixed  as  we  fixed  them  over 
here  in  the  Department  of  Agriculture  in  some  way  ? 

Mr.  Mabsh.  Yes,  sir. 

The  Chaibman.  They  would  have  a  broad  authority  and  make  it 
flexible  enough  so  that  it  would  not  be  iron  bound. 

Mr.  Mabsh.  The  next  matter  is  the  matter  of  ^ades. 

Mr.  Hefun.  Mr.  Marsh,  I  have  been  striving  to  regulate  ex- 
changes and  concerns  dealing  in  cotton,  so  that  they  would  be  helpful 
and  m  no  way  hurtful  to  the  producer  of  cotton.  What  objection 
would  you  have  to  a  provision  in  the  bill  that  would  require  a  record 
to  be  kept  of  all  transactions  had  on  the  exchanges,  setting  out  the 
name  of  the  person  selling  the  cotton,  the  name  of  the  person  to 
whom  sold,  and  the  grade  of  the  cotton  agreed  to  be  delivered,  with 
a  provision  that  actual  cotton  shall  be  delivered  on  contract. 

Mr.  Mabsh.  Of  course  the  objection  to  the  last  of  those  provisions 
is  that 

Mr.  Heflin  (continuing) .  Together  with  the  price  agreed  upon. 

Mr.  Mabsh.  The  objection  to  the  last  of  those  provisions,  supposing 
it  to  be  intended  that  cotton  must  be  shipped  to  New  Yorlt  to  be 
delivered  on  every  single  contract  made,  I  am  sui)posing  that  you 
do  not  mean  that  100  bales  of  cotton  can  be  delivered  by  me  to 
Mr.  Humphreys  and  by  Mr.  Humphreys  to  Mr.  Lee,  and  by  Mr. 
Liee  to  you,  and  by  you  to  Mr.  Hawley,  and  bv  Mr.  Hawley  to  Mr. 
Lever,  and  so  on,  in  settlement  of  a  series  or  contracts  among  u& 
As  I  understand  you,  you  mean  that  if  I  have  a  contract  with  Mr. 
Humphreys  and  Mr.  Humphreys  has  a  contract  with  you,  and  you 
have  a  contract  with  Mr.  Lee,  and  Mr.  Lee  has  a  contract  with  Mr. 
Hawley,  I  must  bring  100  bales  of  cotton  to  New  York  to  deliver 
to  Mr.  Humphreys;  Mr.  Humphreys  must  bring  100  bales  of  cot- 
ton to  New  York  to  deliver  to  you ;  you  must  bring  100  bales  of  cot- 
ton to  New  York  to  deliver  to  Mr.  Lee;  Mr.  Lee  must  bring  100 
bales  of  cotton  to  New  York  to  deliver  to  Mr.  Hawley. 

That  is  what  you  mean,  is  it  not,  Mr.  Heflin } 

Mr.  Hefun.  ]no.  I  mean  that  actual  cotton  shall  be  delivered, 
and  that  you  won't  use  the  same  cotton  to  sell  an  endless  chain  oi 
contracts,  a  stock  cotton — a  cotton  to  have  and  to  hold  purely  for 
that  purpose.  I  mean  like  you  were  dealing  in  real  estate:  You 
might  sell  a  lot  here  to  a  gentleman,  and  you  have  to  transfer  the 
title  to  it.  Then  if  he  sells  it,  he  has  got  to  transfer  the  title,  and 
on  it  goes.  There  is  only  one  lot  to  be  ^culated  on.  Yet  you  must 
not  have  1,000  bales  of  cotton  in  New  York  and  inside  of  the  month 
of  May  you  have  transactions  of  several  hundred  thousand  bales, 
but  never  calling  on  the  producer  for  a  lot  of  cotton  to  fulfill  the 
contract. 

What  I  want  to  set  at  is  some  regulation  of  the  exchange,  so  that 
when  sales  are  made  on  the  exchange  you  have  to  call  on  the  pro- 
ducer of  cotton  for  cotton  to  fill  those  contracts. 

Mr.  Mabsh.  Mr.  Heflin,  the  producer  is  called  upon  for  cotton 
now  to  fill  those  contracts,  except 

Mr.  Heflin.  A  moment  ago  you  said  you  would  require  each  fel- 
low to  move  his  100  bales  to  New  York.    You  were  proceeding  upon 
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the  theory  you  only  had  100  bales  there.  You  sold  to  me,  I  sold  to 
Mr.  Humphreys,  he  sold  to  Mr.  Lee,  and  he  sold  to  somebody  else, 
and  on  arouna  it  would  go  with  only  100  bales  passing  hands. 

Mr.  Marsh.  Mr.  Heflin,  what  I  was  trying  to  say — to  try  to  find 
out  whether  I  understood  your  position  correctly,  1  did  not  under- 
stand whether  you  mean  by  having  cotton  delivered  on  every  con- 
tract made  in  Jfew  York,  that  every  person  selling  a  contract  in 
New  York  must  bring  the  physical  cotton  to  New  York  and  deliver 
it  there.  I  do  not  now  unaerstand,  and  I  should  like  to  ask  you  if 
that  is  what  you  mean? 

Mr.  Heflin.  What  I  mean  is  to  regulate  the  exchange  so  that 
Onlv  contracts  would  be  handled  on  the  exchange  by  persons  who  are 
really  interested  in  cotton  for  the  purpose  of  bujing  it  and  holding 
it  for  a  better  price,  or  a  person  who  produces  it,  or  to  the  spinner 
who  consumes  it,  and  not  oy  these  people  who  speculate  purely  on 
the  exchange,  never  having  anjr  use  lor  cotton,  except  to  fill  the  con- 
tract and  settle  the  money  difference  of  the  grades  fixed  by  jour 
committee,  or  fixed  difference,  whatever  you  call  that  committee. 
1  do  not  think  they  help  the  producer;  I  think  they  are  hurtful  to 
him,  and  if  we  can  regulate  the  exchange  so  that  men  who  want 
cotton  for  the  purpose  of  holding  it,  for  speculative  purposes;  that 
is,  if  a  man  buys  cotton  at  10  cents,  and  he  says  I  believe  it  is  going 
to  13  cents,  and  he  holds  the  cotton — ^then  he  takes  it  from  the  farmer. 
Then  the  spinner  will  buy  from  him. 

Now,  why  should  you-  have  an  exchange  speculate  in  hundreds  of 
thousands  and  millions  of  bales  of  cotton  and  never  call  on  the  pro- 
ducer through  .the  selling  season  for  cotton  to  fill  the  contracts  ? 

Mr.  Marsh.  Mr.  Heflin,  we  do  call  on  the  producer.  All  the  con- 
tracts sold  in  the  New  York  market,  except  tne  10  or  15  per  cent  of 

urely  speculative  contracts,  are  contracts  sold  by  somebody  who 

as  first  bought  some  cotton  from  the  cotton  producer.  Every  one 
of  them  are  sold  by  a  person  who  has  first  bought  some  cotton  from 
a  cotton  producer. 

Mr.  Hawojy.  Mr.  Heflin's  suggestion  entirely  omits  the  hedging 
feature  of  your  business,  does  it  not? 

Mr.  Marsh.  Of  course,  Mr.  Heflin  is  omitting  the  hedging  busi- 
ness. I  am  a  little  at  sea,  to  tell  the  truth.  I  do  not  think  Mr. 
Heflin's  mind  and  my  own  are  quite  meeting  as  to  the  terms  we  are 
talking  about. 

Mr.  Heflin.  I  think  that  is  perfectly  clear.  I  am  representing 
the  producers'  side  of  it  and  you  are  representing  the  exchange  side 
of  it.  I  think,  as  conducted  to-day,  the  New  York  Exchange  is 
useless  to  the  needs  of  the  producer  in  the  cotton  business.  I  am 
honest  in  thinking  that.  You  think  it  is  helpful  to  him.  I  believe  you 
are  honest  in  thinking  that.    But  we  have  not  agreed  so  far. 

Mr.  Humphreys  of  Mississippi.  Mr.  Marsh  didn't  get  your  ques- 
tion. He  wanted  to  know  whether  you  wanted  500  bales  shipped  to 
New  York  or  did  you  want  this  transaction  up  there — do  you  want 
the  whole  of  this  transaction  you  detail  carried  on  with  100  Dales? 

M>.  Heflin.  For  instance,  what  I  mean — to  illustrate:  Suppose 
there  is  a  man  in  South  Carolina,  Mr.  Parker,  who  wants  a  thousand 
bales  of  cotton.  He  will  buy  it  on  the  exchange  of  somebody,  from 
Mr.  McFadden.    Now,  then,  he  does  not  have  to  take  it  up  there ;  he 
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can  deliver  it  to  him  in  his  place  at  South  Carolina  for  him  to  manu- 
facture. The  Linnett  Cotton  Mills  in  my  town  want  5,000  bales  of 
cotton,  and  they  place  the  contract  on  the  exchange.  I  want  your 
exchange  so  that  it  will  help  deliver  the  cotton,  so  that  it  will  deliver 
that  5,^)0  bales  of  cotton  to  the  Linnett  Cotton  Mills  in  my  district. 

Mr.  Marsh.  Mr.  Hefllin.  if  you  will  allow  me  to  interrupt  you, 
precisely  the  situation  whicn  you  have  described  as  regards  the  cotton 
m  your  section  is  the  actual  situation  with  regard  to  75  to  90  per  cent 
of  all  the  transactions  of  the  New  York  Cotton  Exchange.  Mr. 
Webb,  who  lives  in  the  same  town  with  Mr.  Parker,  buys  5,000  bales 
of  cotton  to-day.    Mr.  Parker  does  not  want  that  cotton  to-day 

The  Chairman  (interposing).  Buys  it  of  the  farmer? 

Mr.  Marsh.  Buys  it  of  the  farmer.  He  buys  it  of  the  farmer 
to-day  because  the  farmer  is  offering  it  to-day.  The  farmer  wants  to 
sell  it  to-day.  He  does  not  want  to  sell  it  when  Mr.  Parker  needs  it. 
He  wants  to  sell  to-day  and  get  his  monejr.  Mr.  Parker  does  not  want 
to  buy  it  until  he  needs  it — until  he  requires  it  in  his  milL 

Now,  what  function  does  Mr.  Webb  play  in  the  matter?  Mr.  Webb 
buys  the  cotton  of  the  farmer  to-day  when  the  fanner  wants  to  sell 
iL  and  Mr.  Webb  then  immediately  sells  5,000  bales  of  futures  in  New 
York  as  a  hedge  against  that  cotton,  and  he  waits  until  next  weet  or 
next  month,  until  Mr.  Parker  has  used  up  the  stock  of  cotton  in  his 
mill  and  wants  some,  and  then  he  makes  a  trade  with  Mr.  Parker  for 
the  cotton  and  he  buys  in  his  contracts  in  New  York. 

In  may  even  happen  that  in  that  interim  Mr.  Parker  has  been  in 
New  York  and  had  an  opportumty  in  New  York  to  make  a  quick 
trade  for  a  big  lot  of  stun  to  go  to  China,  and  he  has  not  had  time 
to  look  around  to  see  where  he  can  get  his  cotton.  He  does  not  know 
whether  Mr.  Webb  has  enough  for  him  of  the  right  kind  or  not,  and 
he  has  got  to  make  his  price  on  that  stuff  for  Cnina  then  and  there, 
and  he  makes  it  then  and  there  on  the  basis  of  future  contracts, 
and  he  buys  5,000  bales  of  future  contracts  in  New  York.  Then  we 
have  the  situation  of  Mr.  Webb,  who  has  bought  5,000  bales  of  cot- 
ton from  the  farmer  and  sold  5,000  bales  of  futures  in  New  York, 
and  Mr.  Parker,  who  has  sold  5,000  bales,  not  of  the  cotton  that  goes 
to  China  but  5,000  bales  of  futures,  in  New  York.  Next  week  Mr. 
Webb  and  Mr.  Parker  get  together  and  they  make  a  trade  for  that 
cottoft,  and  in  effect  Mr.  Parker  seJls  out  his  futures  and  Mr.  Webb 
buys  them. 

The  Chairman.  And  they  close  the  transaction? 

Mr.  Marsh.  And  thev  close  the  transaction,  and  the  farmer  gets 
his  money  and  Mr.  Parker  gets  his  cotton. 

Mr.  Heflin.  Now,  then,  what  objection  would  you  have  to  write  in 
this  bill,  when  that  sort  of  a  transaction  will  be  had  on  the  exchange, 
that  Mr.  Webb  buys  from  the  farmer  5,000  bales  of  actual  cotton 
and  sells  5,000  bales  of  hedge  1  Mr.  Parker  does  not  want  the  cotton, 
and  he  buys  5,000  bales  to  protect  his  cloth  contract. 

Now,  what  objection  would  you  have  to  confining  the  contract 
business  of  the  exchange  to  those  persons  who  actually  deal  in  the 
spot  cotton  in  that  way,  where  ihere  is  spot  cotton  in  existence  bought 
from  the  farmer  and  neld  by  some  man  to  await  the  pleamre  of  the 
spinner?  ^      ^.. 

Mr.  Marsh.  The  very  obvious  difficulty  is,  Mr.  Heflin.  that  1^  your 
terms  in  this  case,  Mr.  Parker  buying  his  futures  and  Mr.  Webb  sell- 
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ing  his  futures,  they  are  not  going  exactly  to  coincide  in  the  market. 
There  is  not  one  chance  in  ten  thousand  that  Mr.  Webb's  order  to  sell 
5,000  bales  of  futures  will  come  into  that  market  at  the  very  second 
that  Mr.  Parker's  order  to  buy  5,000  bales  of  futures  gets  there.  Now, 
suppose  you  have  only  this  kind  of  a  transaction  going  on  in  the 
exchange:  Mr.  Webb's  order  to  sell  5,000  bales  of  futures  comes  into 
the  New  York  market  and  those  futures  have  to  be  sold  down  until 
they  strike  orders  from  the  spinners  who  have  put  them  in  away 
below  the  market,  and  Mr.  Webb  gets  for  his  futures  prices  that  may 
be  half  a  cent  a  pound  below  tne  parity  of  his  cotton.  A  little 
later  Mr.  Parker  comes  along  and  he  wants  to  buy  5^0  bales  of 
futures.  Mr.  Webb's  5,000  are  gone,  slaughtered.  Mr.  !Parker  wants 
to  buy  5,000  bales,  and  he  has  got  to  put  the  market  up  until  he 
reaches  some  order  from  a  fellow  who  is  holding  some  cotton  down 
in  the  South  somewhere  who  is  willing  to  sell  it  at  a  price  away  up 
here  [illustrating]. 

In  other  words,  the  result  of  the  kind  of  business  you  advocate 
would  be  that  the  very  time  a  spinner  wanted  to  buy  any  futures  the 
market  would  nm  up  on  him,  and  every  time  a  spot  man  wanted  to 
sell  any  futures  the  market  would  drop  on  him,  and  you  would  have 
waste  and  loss  all  the  time. 

Now,  that  is  the  explanation  of  the  function  of  the  men  who  are 
accustomed  to  take  these  contracts  backward  and  forward  at  slight 
concessions  in  price  one  way  and  the  other.  When  we  realize  tnat 
these  people  look  upon  $50  on  $6,000  as  a  verjr  big  profit — ^the  great 
mass  of  these  people  that  you  wish  to  elimmate  from  the  market 
look  upon  a  profit  to  themselves,  for  taking  that  intermediary  risk, 
of  10  points,  or  $50,  on  property  worth  $6,000  and  $7,000  as  big— we 
are  getting  this  service  out  of  them,  this  risk-carrying  from  them, 
for  this  picayune  profit.  As  a  matter  of  fact,  they  do  not  get  $50 
on  $6,000  once  out  of  a  hundred  times.  Most  of  them  are  mighty^lad 
to  ^t  $5  on  $6,000.  They  buy  at  the  bid  price  and  sell  at  the  offered 
price  all  day  long.  Now,  that  is  the  kind  of  people  you  want  to  elimi- 
nate from  tne  market,  and  their  operations  are  the  operations  which  * 
you  declare  to  be  gambling  operations. 

Now,  I  can  not  understand  it. 

Mr.  Hefmn.  I  was  talking  to  a  cotton  buyer  about  that,  and  he 
said  he  thought  the  people  wno  really  dealt  in  cotton  ought  to  have 
some  place  where  they  could  hed^.  I  said,  "  Why  should  they  have 
some  place  where  they  could  hedge? "  He  said,  "Because  of  specu- 
lation." I  said,  "  If  you  do  away  with  fictitious  speculation — that  is. 
speculation  with  thousands  of  contracts  where  no  real  big  bulk  oi 
cotton  is  delivered — ^what  would  you  say  then  ?  "  He  said,  "  If  you 
do  away  with  that,  you  do  away  with  the  necessity  to  hedge."  Then 
I  saidj  "  It  will  come  down  to  the  proposition  of  the  producer  and 
the  spinner.  The  fellow  who  wanted  to  invest  money  in  cotton  bales, 
to  hold  cotton  for  an  advance  in  the  price — just  like  the  stock  busi- 
ness, the  man  in  Missouri  that  raised  mules,  he  sells  to  a  man  in 
Kansas  City,  who  sells  to  the  stockman  in  my  town,  who  sells  to  the 
farmer.  The  man  who  grows  the  mule  over  here — raises  the  mule — 
does  not  have  to  take  it  to  the  farmer  in  my  State,  but  the  stockman 
there  collects  the  mules — ^thousands  of  them — and  he  sells  a  big  bunch 
of  them  to  the  stockman  in  my  town,  who  sells  to  the  farmer. 
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Now,  why  could  not  we,  if  we  do  away  with  this  speculation,  have 
a  spot-cotton  exchange,  have  warehouses  all  over  the  South  where 
men  would  have  inducements  there  to  hold  cotton,  to  actually  hwck 
their  judgment  on  cotton  and  buy  10  bales  or  15  bales  and  store  those 
bales  and  to  hold  them  in  the  market  for  a  better  price? 

Mr.  Marsh.  Mr.  Heflin,  of  course  you  have  described  exactly  the 
situation  there  is  in  the  wool  business  to-dav.  Over  in  Boston  the 
wool  business  is  carried  on  exactly  as  you  describe  there.  Wool  is 
gathered  in  Boston  and  it  is  stored 

Mr.  Hefltn.  I  am  speaking  of  mule& 

Mr.  Marsh.  I  took  the  liberty 

Mr.  Heflin.  That  is  all  right;  I  thought  you  misunderstood  me. 

Mr.  Marsh.  I  took  the  liberty  of  going  from  the  mules  to  wool— 
from  the  mule  to  the  sheep,  a  milder  animal. 

Mr.  Heflin.  I  thought  the  mule  was  more  in  keeping  with  some 
performances  on  the  exchange.  He  can  kick  pretty  high  some- 
times.    [Laughter.] 

Mr.  Marsh.  It  is  perfectly  possible,  Mr.  Heflin,  to  have  a  distri- 
bution of  the  cotton  crop  conducted  in  the  way  in  which  you  suggest, 
on  one  condition,  and  that  is  that  you  are  willing  to  pay  the  price. 

The  Chairman.  Mr.  Heflin's  proposition,  Mr.  Marsh,  as  I  gibber 
it,  would  mean  the  absolute  prohibition  of  future  trading  in  cotton. 

Mr.  Marsh.  That  is  my  understanding. 

Mr.  Heflin.  No,  sir;  that  is  not  my  understanding;  that  is  not 
my  intention.  I  want  the  exchange  to  be  a  place  where  the  spinner, 
Mr.  Parker,  can  go  to  buy  and  say,  ^'  I  am  going  to  want  5,000  bales 
of  cotton  the  1st  of  September,  I  want  5,000  more  the  1st  of  October, 
within  certain  grades,  and  that  much  more  in  November."  I  want 
it  to  be  a  place  where  the  man  can  deliver  the  actual  cotton. 

The  Chairman.  Make  the  contract  right  then. 

Mr.  Heflin.  Make  the  contract  in  advance.  We  do  do  it.  We  have 
the  farmers  in  the  South  now  that  will  sell  the  cotton  crop  before 
they  plant  the  seed. 

Mr.  Marsh.  Let  them  sell. 

Mr.  Parker.  Their  crop  is  piaranteed  to  be  strict  middling  cotton. 

Mr.  Heflin.  They  won^t  sell  to  him  now  because  they  have  not  the 
exchange  conducted,  in  that  way.  That  would  interfere  with  that 
transaction.  But  I  am  not  opposed,  Mr.  Chairman,  to  the  transac- 
tion of  buying  and  selling  for  future  delivery.  I  think  that  is  right 
and  proper.  Let  them  make  the  contract  before  the  seed  is  planted, 
if  they  need  it,  for  cotton  to  be  delivered  in  the  fall — when  nobody 
needs  it,  but  wants  to  hold  it  to  sell  to  the  spinner.  But  I  want  to 
do  away  with  these  wildcat  contracts  they  have  on  the  exchange, 
where  no  cotton  is  ever  delivered.  And  it  has  been  admitted  here  by 
a  witness  that  they  have  a  certain  per  cent  of  contracts  of  that  char- 
acter on  the  exchange. 

Mr.  Hawley.  Mr.  Chairman,  I  would  like  to  have  Mr. 
make  the  comment  he  was  going  to  make  on  the  wool  situation. 

Mr.  Marsh.  The  comment  I  was  goin^  to  make,  Mr.  Hawley,  is 
this:  It  is  a  perfectly  well-known  economic  fact  that  every  economist 
who  has  studied  the  matter  is  familiar  with,  that  the  effect  of  the  ex- 
tensive dealings  in  contracts  for  future  delivery  used  for  hedging 
purposes  is  to  narrow  up  the  differences  between  the  buying  price 
and  the  selling  price  of  the  commodity. 
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In  the  wool  business  the  difference  which  wool  dealers  who  can  not 
hedse  calculate  between  the  price  they  will  give  to  the  growers  of 
wool  in  Wyoming  and  the  price  they  expect  to  get  from  the  woolen 
manufacturer  is  never  less  than  10  per  cent  for  what  may  be  called 
the  bread  and  butter  wools  and  runs  as  higji  as  30  per  cent  for  wools 
which  are  specialties.  More  than  that,  in  the  wool  business  the 
amount  of  capital  invested  in  proportion  to  the  turnover  is  at  least 
five  times  what  it  is  in  the  cotton  business.  A  wool  firm  in  Boston 
does  not  dare  to  have  less  capital  than  60  per  cent  of  its  turnover. 
There  is  not  a  cotton  firm  in  the  United  States  that  has  capital  of  its 
own  invested  in  the  cotton  business  of  20  per  cent  of  its  turnover, 
and  the  average  amount  of  capital  invested  m  the  distribution  of  cot- 
ton is  less,  much  less,  than  10  per  cent  of  the  value  of  the  cotton  crop. 

Mr.  Hawlby.  Now,  Mr.  Marsh,  on  this  margin  of  difference  be- 
tween the  buying  price  and  the  selling  price,  isn't  it  the  interest  on  \ 
the  extra  amount  of  money  invested?    Where  is  the  "incidence"  of. 
that?    Has  it  drifted  back  to  the  grower  or  is  it  absorbed  by  thQ\ 
dealer  or  consumer?  /' 

Mr.^  Marsh.  You  have  asked  one  of  the  hardest  questions  to  an-^ 
swer  in  all  economics,  because  sometimes  it  is  shifted  one  way  an(^ 
sometimes  it  is  shifted  the  other.  In  years  of  shortage  it  is  shifted  . 
to  the  consumer ;  in  years  of  plethora  of  supply  it  is  shifted  to  the 
producer.  All  that  you  can  say,  Mr.  Hawley,  is  that  if  you  have  to 
calculate  10  per  cent  or  15  per  cent  between  the  price  which  you  pay 
for  your  commodity  and  the  price  you  expect  to  get  for  it,  tne  wool 
and  the  cotton  man  is  calculatmg  only  one-half  of  1  per  cent,  which  is 
happening  to-day.  The  cotton  man  to-day  is  figurmg  on  only  one- 
half  to  two-thirds  of  1  per  cent  on  the  value  of  uxe  cotton  he  is  han- 
dling,  and  the  wool  man  in  Boston  is  figuring  on  from  15  to  30  per 
cent  of  the  value  of  the  wood  he  is  handling.  And  I  say  if  you  con- 
trast that  situation  in  the  cotton  trade  with  that  of  the  wool  trade, 
you  can  not  but  arrive  at  the  conclusion  that  there  is  an  enormous 
economic  wastage  m  the  manner  in  which  the  wool  trade  is  conducted. 

Mr.  Haugen.  I  would  like  to  ask,  Mr.  Marsh,  how  do  you  har- 
monize that  statement  made  here  yesterday,  where  the  expense  is 
$13.90  a  single  bale — the  cost  of  the  insurance,  the  hedging? 

Mr.  Mabsh.  Mr.  Haugen,  when  I  listened  to  the  statement  yester- 
day, to  the  effect  that  a  single  spinner  paid,  as  I  figured  it,  approxi- 
mately $1,100,000  insurance  premium  in  one  year 

Mr.  Haugen.  Take  a  sin^e  bale. 

Mr.  Humphreys  of  Mississippi.  Just  let  him  finish  that  answer; 
I  was  interested  in  it. 

Mr.  Marsh.  As  I  understood  the  testimony  yesterday,  a  single 
spinner  was  reported  to  have  paid,  as  an  insurance  premium,  ap- 
proximately $1,100,000  in  one  year.  I  regretted,  when  I  heard  that^ 
that  fortune  had  been  so  unkind  to  me  as  to  get  me  into  the  cotton 
trade  instead  of  into  the  manufacturing  business,  because  certainly 
if  a  manufacturer  in  one  year  can  spend  $1,100,000  as  an  insurance 
premium  it  must  be  one  of  the  most  lucrative  businesses  ever  designed 
or  devised  by  man. 

Mr.  Lee.  Don't  you  think  you  made  a  mistake  in  not  going  into 
the  insurance  business?     [Laughter.] 
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Mr.  Haugen.  Yes ;  the  insurance  business  must  be  a  very  profitable 
business.  The  statement  -was  they  paid  25  per  cent  premium.  I  be- 
lieve Mr.  Parker  made  the  statement,  there  had  been  a  falling  in 
price  of  $2.50  and  15  cents  commission,  which  makes  $13.90  a  bale. 
Now,  then,  it  cost  Mr.  Parker  $13.90  for  every  bale  of  cotton  he  han- 
dled, and  still  you  say  they  carry  on  the  busmess  at  a  profit  of  one- 
half  of  1  per  cent. 

Mr.  Mabsh.  Mr.  Parker  is  a  manufacturer,  and  we  are  nothing 
but  cotton  merchants. 

Mr.  Haugen.  Oh,  no ;  but  that  is  what  he  paid  for  the  insurance. 
He  hedged,  and  that  is  termed  here  insurance ;  and  that  is  what  he 
paid  for  hedging  on  contracts,  and  the  cost  is  $13.90. 

Mr.  Mabsh.  Per  bale. 

Mr.  Haugen.  Yes.  Now,  then,  the  cost  for  handling  the  wool, 
10  per  cent,  on  the  same  transaction,  a  bale  of  cotton  being  worth 
$75,  10  per  cent  of  $75  would  be  $7.50.  That  is  the  expense  of  hand- 
ling the  wool.  The  expense  of  handling  the  cotton  is  $13.90,  and 
stiU  you  say  it  is  only  one-tenth  the  cost  of  handling  the  wool 
I  do  not  see  how  you  can  harmonize  the  two  statements.  Either  one 
man  is  entirely  off  or  the  other  one  is;  I  do  not  know  which.  But 
there  is  a  vast  difference. 

Mr.  Mabsh.  Mr.  Haugen,  of  course  I  am  speaking  of  the  cotton 
merchant.  The  cotton  merchant  certainly  does  not  make  any  profit 
which  enables  him  to  pay  a  premium  of  that  size. 

Mr.  Haugen.  I  woula  not  think  there  would  be  much  profit  left 
after  paying  the  exchange  $13.90  on  every  bale. 

Mr.  MABSH.  The  exchange  does  not  get  a  cent  of  it. 

Mr.  Haugen.  It  is  a  transaction  of  the  speculator,  and  as  an  inci- 
dent a  commission  of  15  per  cent  to  the  commission  man.  whoever  he 
was.    That  was  the  statement,  according  to  Mr.  Parkers  testimony. 

Mr.  pABKEB.  That  was  not  my  testimony.  I  did  not  give  that 
statement;  you  are  wrong  about  tnat.  • 

Mr.  Marsh.  Mr.  Callaway  gave  it. 

Mr.  Haugen.  You  remember  that  statement? 

Mr.  Pabker.  I  recollect  it. 

Mr.  Haugen.  And  it  is  practically,  correct,  is  it  not? 

Mr.  Parker.  Under  certain  conditions,  yes.  Take  an  ab^lute  op- 
eration, Mr.  Marsh.  I  will  give  an  absolute  operation:  I  bought 
10,000  bales  of  cotton  on  the  New  York  Cotton  RxcHknge  in  Decem- 
ber at  12.90.  Cotton  subsequently  declined  ah  the  exchange  to 
11.50,  therefore  I  would  have  a  loss  of  a  cent  and  a  half. 

Mr.  Mabsh.  You  mean  basis  contract 

Mr.  Parkeb.  a  basis  contract  on  the  exchange  in  May  cotton,  in 
other  words.  My  cotton  declined  1.40  on  that  basis,  and  the  spot 
cotton  did  not  decline  a  cent. 

Mr.  Mabsh.  What  do  you  mean  by  spot  cotton? 

Mr.  Parker.  Cotton  to  spin. 

Mr.  Marsh.  Middling  cotton  or  strict  middling  cotton? 

Mr.  Parker.  The  character  of  cotton  that  can  be  spun. 

Mr.  Marsh.  The  character  of  cotton  you  can  spin^  or  that  can  be 
spun? 
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Mr.  Parkeb.  I  mean  to  say,  naturally,  the  character  of  cotton  I 
would  buy  against  that  hedge.    That  is  a  fact,  Mr.  Marsh.    Those 
are  facts ;  there  can  be  no  dispute  of  those  facts. 
^  Mr.  R.  C.  Cairns.  Mr.  Chairman,  may  I  ask  Mr.  Parker  a  ques- 
tion? 

The  Chaibman.  Yes. 

Mr.  Cairns.  Mr.  Parker,  might  I  ask  you  whether  you  were  not 
aware  of  the  fact  when  you  entered  into  that  contract  m  New  York 
that  the  quality  of  cotton  you  required  was  strict  middling  of  a  cer- 
tain staple? 

Mr.  Parker.  Mr.  Cairns,  I  expect  I  use  the  greatest  variety  of  cot- 
ton of  any  cotton  manufacturer  in  the  United  States,  and  I  am  buy- 
ing cotton  now  from  ordinary  up  to  good  middling. 

Mr.  Cairns.  You  are?  Might  I  ask  you  this  question:  If  at  the 
time  you  wanted  to  convert  your  contracts  in  New  York  into  ordi- 
nary cotton,  would  it  have  be^n  a  loss  to  you  of  1.40  if  you  had 
bought  ordinary  instead  of  strict  middling? 

Mr.  Parker.  It  would  not  be  as  much.  I  expect  next  Tuesday  to 
take  up  that  cotton  I  bought  and  ship  it  back  to  South  Carolina 
that  I  can  not  buy  as  cheap  there  as  I  can  buy  it  in  the  South. 

Mr.  Hawlbt.  I  would  like  to  ask,  Mr.  Parker,  if  the  instance  you 
gave  is  intended  to  be  a  typical  instance  or  an  exceptional  instance? 

Mr.  Parker.  It  is  an  exceptional  instance.  They  vary  very  greatly. 
As  a  rule,  I  would  say  the  hedge  loss  is  nothing  like  as  much  as  this — 
not  the  same  loss  every  year. 

Mr.  HawiiEy.  How  much  would  you  estimate  the  insurance  to  be, 
taking  a  hedge  as  insurance? 

The  Chairman.  As  an  average. 

Mr.  Parker.  As  an  average  it  is  only  about  one  year  in  five  that 
there  is  really  any  loss,  you  can  say,  of  considerable  moment  in  a 
hed^.  You  may  say  this,  Mr.  Chairman :  The  same  amount  of  loas 
would  occur  this  year. 

Mr.  Hawuby.  do.  practically,  the  insurance  costs  nothing;  is  that 
what  I  understand? 

Mr.  Parkbr.  Oh,  it  costs  something,  but  not  the  same  loss  as  Hiis 
year. 

Mr.  Hawlet.  How  much  would  it  cost  ? 

Mr,  Parker.  Oh,  I  would  not  say,  ordinarily,  over  25  cents  a  bale. 

Mr.  EUuGEN.  And  it  all  depends  on  the  manipulation,  of  course, 
in  New  York.    They  can  make  it  $2.50  or  25  cents  ? 

Mr.  Parker.  That  is  the  fact. 

Mr.  Hatjgbn.  But  the  fact  remains,  it  is  always  a  loss? 

Mr.  Parker.  The  fact  remains,  you  are  always  subject  to  a  loss. 
I  will  put  it  in  that  form. 

Mr.  Haugen.  You  said  this  was  exceptional.  Do  you  consider  the 
deal  with  Mr.  Callaway  was  an  exceptional  case,  where  his  loss  was 
$1  a  hundred  more  than  yours? 

Mr.  Parker.  No  ;  he  simply  had  a  greater  misfortune  than  I  had. 
I  will  put  it  in  that  form. 

(Thereupon,  at  5.05  o'clock  p.  m.,  a  recess  was  taken  until  to-mor- 
row, Saturday  April  25, 1914,  at  10.30  o'clock  a.  m.) 
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Committee  on  Agricultube, 

House  of  Repbesentatives, 
WashmgtOTi^  D.  C,  Saturday^  April  S6j  19H. 

The  committee  met  at  10.30  o'clock  a.  m.,  pursuant  to  the  taking  of 
recess. 

STATEMENT  OF  MB.  ABTHUS  B.  HABSH— Continued. 

The  Chairman.  At  recess  yesterday  evening  Mr.  Marsh  was  dis- 
cussing paragraph  5  of  section  5,  and  he  had  concluded,  as  I  take  it, 
the  proposition  as  to  the  length  of  staple. 

Mr.  Marsh.  Yes,  sir. 

The  Chairman.  I  presume  Mr.  Marsh  would  like  to  discuss  the 
limit  of  grading  fixea  in  section  5.  I  would  be  glad  if  he  would  do 
that,  and  if  possible,  Mr.  Marsh,  the  committee  would  like  very  much, 
without  hurrying  you  too  much,  to  have  you  finish  by  12.30. 

Mr.  Marsh.  I  shall  do  my  best,  Mr.  Chairman. 

There  are  two  matters  which  I  would  like  to  discuss  at  a  little 
length,  and  another  one  about  which  I  should  like  to  speak  very 
briefly.  The  two  more  important  matters  are,  first,  the  matter  of 
grade,  and  second,  the  matter  of  determination  of  differences,  and  the 
third  is  the  pro  forma  bill.    That  I  shall  speak  of  only  very  briefly. 

The  Chairman.  And  before  you  conclude  ^our  testimony,  Mr. 
Marsh,  I  would  want  you  to  discuss  the  constitutionality  oi  these 
bills.  I  take  it  you  have  referred  to  your  lawyer  or  attorney  the 
question  of  the  constitutionality  of  the  Senate  hill  and  the  House 

Mr.  Marsh.  That  has  not  been  referred  to  counsel  for  the  ex- 
change. I  have  some  ideas  of  my  own  on  the  subject,  but  I  sup- 
pose the  committee  is  hardly  interested  in  the  opinion  of  a  layman. 

Yesterday  I  was  discussing,  as  the  Chairman  said,  the  matter  of 
limitation  of  staple.  The  first  thing  to-day  is  the  question  of  the 
limitation  of  grade.  Two  propositions  with  regard  to  the  limita- 
tion of  grade  are,  as  I  understand  it,  really  before  this  committee, 
although  the  Lever  bill,  of  course,  contains  only  one  of  those  propo- 
sitions. In  the  Lever  bill  it  is  proposed  that  the  grades  deliveraole 
on  contracts  should  be  within  the  standard  grades  as  establi^ed 
by  the  Department  of  Agriculture.  That  would  mean  that  cotton 
as  low  as  good  ordinary  Government  standard  should  be  deliverable. 

The  other  proposition,  which  is  not  embodied  in  this  bill,  but 
which  has  been  mentioned,  is  that  the  limitation  of  the  grade  should 
be  low  middling,  that  the  lower  boundary  of  the  grade  should  be 
low  middling. 

In  the  same  way  in  which  we  got  information  in  regard  to  the 
length  of  staple  we  also  got  information  with  regard  to  uie  amounts 
or  proportion  of  crops  which  would  fall  first  below  good  ordinary 
and  second,  below  low  middling. 

^  The  Chairman.  Before  you  do  that  are  you  not  mixed  as  to  the 
limitations  fixed  in  the  House  bill?  Do  you  not  mean  to  say  that 
the  limitation  fixed  in  the  Senate  bill  went  within  the  Government 
standard,  and  the  limitation  in  the  House  bill  is  of  no  grade  lower 
than  low  middling  or  lower  than  strict  low  middling  tinged? 

Mr.  Marsh.  You  are  riirht^  of  course.  Mr.  Chairman. 
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The  questions  that  were  sent  out  were  based,  first,  on  the  Senate 
bill,  and,  second,  on  the  House  bill.  The  first  question  that  we 
sent  out  was.  Approximately  what  percentage  of  the  crop  in  your 
section  do  you  estimate  to  be  lower  in  grade  than  the  Government 
type  of  good  ordinary  white  cotton,  and  lower  than  low  middling 
tmged  or  middling  stained  ?  That  is  the  provision  of  the  Senate  bill. 
The  second  question  was,  Approximately  by  what  percentage  of  the 
crop  in  your  section  do  you  estimate  to  be  lower  in  grade  than  the 
Government  type  of  low  middling,  and  lower  than  strict  low  mid- 
dling tinged  or  middling  stained  ?  That  is  the  proposition  in  the 
House  biU. 

Now,  we  have  answers  from  the  same  persons  on  this  point  as 
with  regard  to  the  len^h  of  staple,  and  before  taking  them  up  I 
want  to  call  the  attention  of  the  committee  to  the  fact  there  is  a 
fallacy  not  perhaps  easily  discernable  in  this  whole  matter  of  speak- 
ing ox  the  average  amount  in  a  crop  of  certain  ^ades  or  certain 
lengths  of  staple.  The  fact  of  the  case  is — and  this  is  particularly 
true  of  the  grade — ^that  the  average  for  the  crop  is  meaningless. 
The  essential  question  is.  What  is  the  proportion  of  low  grades 
in  those  districts  which  have  for  a  particular  season  been  visited 
by  storms?  You  may  have  a  situation  as  you  have  this  year  in 
which  the  proportion  of  low  grades  in  the  Atlantic  States  is  ex- 
ceedingly small,  but  in  which  in  Texas  and  in  Oklahoma  and  in 
Arkansas  they  have  a  perfectly  enormous  proportion  of  low  grades. 

Now,  if  you  take  the  average  for  the  whole  belt  naturalfy  that 
average  is  not  particularly  formidable,  but  the  cotton  producers  in 
Texas  and  in  Arkansas  and  in  Oklahoma,  who  have  that  enormous 
proportion  of  low  grades,  are  very  little  helped  by  having  their  high 
proportion  of  low  grades  averaged  in  with  the  very  low  proportion 
of  low  grades  in  the  Atlantic  States. 

I  want  to  call  your  attention  to  that  as  an  essential  matter  to  bear 
in  mind  all  the  way  through  in  discussing  this  question.  As  I  see  the 
matter,  at  this  point  we  reach  the  fundamental  question  as  to  who  is 
going  to  suffer  from  a  visitation  of  nature,  such  as  storms  that 
spread  over  Texas,  Arkansas,  Oklahoma,  and  western  Tennessee  this 
year,  or  such  as  spread  over  Mississippi,  Louisiana,  Alabama,  and 
western  Georgia  in  1906.  Who  is  going  to  pay  the  price  for  the 
losses  of  the  cotton  producers  in  those  sections  which  are  visited  by 
a  storm  and  whose  cotton  has,  for  the  most  part,  or  in  a  very  large 
proportion,  been  reduced  in  grade?  Are  we  going  to  lump  those 
people  who  have  suffered  in  uiis  way  in  with  the  people  who  have 
not  suffered,  and  are  we  going  to  say  of  them,  "Why,  the  average  of 
the  amount  of  this  low  cotton  in  the  whole  crop  is  only  8  per  cent  or 
10  per  cent  or  what  not,  and  consequently  we  do  not  need  to  regard 
them"?  That  is,  as  I  understand  it,  the  line  of  reasoning  which  is 
generally  followed  in  this  matter.  But,  gentlemen,  it  is  a  line  of 
reasoning  which  is  inherently  unsound,  and  at  this  point  I  come  to 
one  of  those  matters  which  I  had  in  mind  when  I  said  yesterday  that 
any  legislation  to  be  permanent  must  be  such  legislation  that  the 
people  of  no  section  of  the  country  can  at  any  time  rise  in  their  wrath 
and  say  that  the  Congress  of  the  United  States  has  inflicted  upon 
them  a  loss,  not  only  the  loss  which  nature  has  already  inflicted  upon 
them,  but  an  additional  loss  due  to  man. 
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Sometimes  as  I  listen  to  arguments  on  this  subject  it  seems  to  me 
that  there  is  only  one  way  of  characterizing  those  arguments,  and 
that  is  the  way  which  we  have  in  the  Holy  Writ :  "  Unto  those  that 
have  shall  be  given  more  abundantly,  but  from  him  that  hath  not 
shall  be  taken  even  that  which  he  hath." 

Mr.  Haugen.  The  exclusion  of  the  low  grades  in  the  operation  of 
the  cotton  on  the  exchange  does  not  interfere  with  the  cash  trans- 
actions, does  it?     They  are  sold  outside  of  the  board  of  trade. 

Mr.  Marsh.  At  an  enormously  depreciated  price. 

Mr.  Haugen.  Well,  that  has  not  oeen  explained.  The  explana- 
tions so  far  is  that  it  costs  $13.90  to  go  through  this  transaction. 
Now,  to  allege  a  thing  is  one  thing  and  to  prove  it  is  another,  and 
the  proof  is  that  it  costs  $13.90  to  go  through  this  exchange.  That  is 
the  statement  of  Mr.  Callaway,  and  the  statement  of  Mr.  Parker 
is  that  is  would  be  $7.50,  under  the  present  situation. 

Mr.  Marsh.  Mr.  Haugen,  is  it  not  apparent  on  the  face  of  the 
thing  that  there  is  not  any  manufacturing  concern  in  this  .country 
that  could  possibly  pay  $13.90  per  bale  as  the  cost  of  this  insurance! 

Mr.  Haugen.  That  is  their  only  hope  and  it  is  the  onljr  insurance 
available,  and  they  simply  have  to  take  it  or  go  without  it,  as  these 
gentlemen  have  had  to  do,  and  there  is  no  other  source  to  go  to. 

Mr.  Marsh.  I  will  explain 

Mr.  Haugen.  Now,  just  a  minute.    We  are  getting  facts.    We  are 
more  interested  in  that  than  we  are  in  scripture  at  uie  present  time- 
Mr.  Marsh.  I  will  explain  exactly  the  situation  with  regard  to 
the  $13.90. 

Mr.  Haugen.  Well,  that  is  an  extraordinary  situation.  I  under- 
stand that. 

Mr.  Marsh.  Mr.  Cone  brought  out  in  his  questions  yesterday  the 
real  truth  with  regard  to  that  matter.  It  is  true  that  if  a  spinner 
in  the  South,  away  back  last  fall,  bought  future  contracts  in  New 
York  and  let  them  stand  on  his  books  until  February  or  March  of 
this  year,  expecting  in  February  or  March  of  this  year  to  get  mid- 
dling cotton  or  strict  middling  cotton  or  good  middling  cotton,  he 
would  have  lost  $13.90.     I  do  not  deny  it,  and  it  is  a  fact.   ^ 

Mr.  Haugen.  Do  you  agree  with  Mr.  Parker  that  that  is  due  to 
the  manipulation  or  these  differences? 

Mr.  Marsh.  Absolutely  not  at  all. 

Mr.  Haugen.  How  do  these  contracts  depreciate  unless  through 
the  manipulation  of  the  difference  in  prices? 

Mr.  Marsh.  Because  the  contract  represents  the  character  of  cot- 
ton which  is  available  and  does  not  represent  a  character  of  cotton 
which  is  not  available. 

Mr.  Haugen.  Why  the  fluctuation  in  prices  of  spot  cotton  on  the 
board  of  trade  as  fixed  by  the  board  of  trade? 

Mr.  Marsh.  You  have  heard 

Mr.  Haugen  (interposing).  This  is  a  thing  for  the  farmer,  and  I 
would  like  to  know  where  the  farmer  comes  in.  I  quite  agree  witb 
you  it  is  necessary  to  have  this  insurance,  and  it  is  a  protection  to 
the  spinner,  and  we  agree  so  far,  but  I  would  like  to  know  where  the 
farmer  comes  in.  I  think  we  are  all  agreed  that  whatever  expenses 
are  incurred — that  is,  between  the  producer  and  the  consumer — ^must 
come  out  of  somebody ;  and  the  cotton  merchant,  although  an  honest 
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man  and  a  very  excellent  man,  is  not  engaged  in  that  business  just  for 
the  purpose  oi  remaining  there,  and  whatever  expense  is  incurred, 
it  must  come  out  of  somebody,  and  it  is  coming  out  of  either  the  pro- 
fluoer  or  the  consumer,  and  the  purpose  of  Congress  always  is  to 
help  the  consumer  and  the  producer.  They  are  the  ones  that  they 
are  pailicularly  interested  in,  and  they  are  going  so  far  now  as  to 
elimmate  these  middlemen.  Where  are  the  farmers  coming  in  on 
this  deal  ?  If  the  expense  is  $13.90  in  going  through  this  process, 
who  pays  the  bill?  In  this  case  it  is  not  Mr.  Jones  who  pavs  the 
freiglit,  but  it  is  either  the  farmer  or  the  producer,  and  I  would  like 
to  have  that  cleared  up. 

Mr.  Hawley.  How  many  instances  were  there  like  that  of  Mr. 
Parker's,  in  which  it  cost  $13.90?  Was  that  a  very  exceptional  in- 
stance, or  were  there  many  of  them  ? 

Mr.  Haugen.  That  was  an  exceptional  transaction.  There  is  no 
dispute  as  to  that. 

Mr.  Hawley.  We  have  had  one  instance  alleged.  Are  there  many 
such,  or  is  that  only  exceptional  ? 

Mr.  Humphreys  of  Mississippi.  Mr.  Parker  and  Mr.  Callaway,  as 
I  understood  them  yesterday,  said  that  on  a  transaction  of  that  sort 
the  millman  possibly  would  lose  once  in  five  years. 

Mr.  Glenn  Y.  Mr.  Marsh,  if  I  remember  correctly,  Mr.  Parker  also 
made  the  statement,  after  being  questioned  along  those  lines,  that 
the  average  was  about  25  cents  a  bale. 

Mr.  Marsh.  He  made  that  statement  in  reply  to  a  question. 

Mr.  Glenny.  He  made  that  repjly  in  answer  to  a  direct  question. 
So  this  is  proved  to  be  an  exceptional  case  and  a  most  exceptional 
case. 

Mr.  Hatjgen.  The  record  will  show  what  Mr.  Parker  stated. 

Mr.  Marsh.  Shall  I  answer  Mr.  Haugen  ? 

The  Chahiman.  Yes;  go  ahead  in  your  own  way. 

Mr.  Marsh.  Mr.  Haugen,  we  have,  in  a  cotton  season  like  this,  a 
situation  of  this  kind:  We  have  an  enormous  proportion  of  low- 

frade  cotton  in  the  crop.  We  have  an  unusually  small  proportion  of 
igh-grade  cotton  in  tne  crop.  The  spinners  of  the  world  are  all 
anxious  for  high-grade  cotton;  they  prefer  it  to  low-grade  cotton. 
During  the  summer  months  preceaing  the  marketing  of  the  crop 
and  during  the  early  period  of  the  marketing  of  the  crop  the  spin- 
ners of  the  entire  world  are  contracting  for  middling  cotton  and 
above.  During  the  most  active  marketing  season — Septemoer,  October, 
November,  and  December — ^the  filling  of  these  contracts  absorbs  all  of 
that  and  there  are  still  left  on  the  books  of  the  merchants  hundreds 
of  thousands  nf  bales  of  contracts  for  high-grade  cotton  to  be  de- 
livered later  in  the  year  and  there  is  not  any  high-grade  cotton  left. 
The  cotton  merchant,  in  entering  into  all  these  contracts  ahead  of 
time,  must  proceed  on  the  assumption  that  the  proportions  of  the 
different  grades  will  be  normal.    He  can  not  foresee  that  there  are 

foing  to  be  violent  storms  in  the  cotton  belt.  That  is  the  chance  of 
is  business.  That  is  where  the  merchant  comes  in.  That  is  the 
merchant's  risk.  It  is  true  that  in  a  season  like  this  if  a  man  makes 
a  contract  to  deliver  middling  cotton  in  May,  buys  futures  on  the 
contract  market,  and  sits  still,  when  he  comes  along  to  May  there  is 
not  going  to  be  any  middling  cotton  for  him  to  buy. 
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•  You  heard  Mr.  Webb  here  say  that  he  thought  he  could  get  a 
thousand  bales  of  middling  cotton  for  Mr.  Parker.  Mr.  Parker  said, 
"  Well,  I  will  sell  it  to  you  myself  out  of  my  mill."  But  merchants 
are  not  supposed  to  go  to  manufacturers  and  buy  cotton  out  of  their 
mills.  Merchants  are  supposed  to  get  their  cotton  out  of  the  still  un- 
sold supply  of  cotton  in  the  South.  They  do  not  figure  on  going  to 
mills  which  have  put  it  into  their  warehouses  and  getting  it  back 
from  them.  Mr.  Webb,  who  is  in  the  section  of  the  South  where 
this  year  the  proportion  of  high-grade  cotton  was  the  highest  in  the 
whole  belt,  said,  in  answer  to  Mr.  Parker,  that  it  would  be  with  great 
difficulty,  that  he  should  have  a  very  hard  time  in  getting  just  1,000 
bales  of  middling  cotton.  In  the  States  of  Oklahoma,  Texas,  and 
Arkansas,  you  can  not  get  a  thousand  bales  of  middling  cotton  to- 
day, and  you  will  not  be  able  to  get  a  thousand  bales  of  middling 
cotton  from  now  until  next  September.  Middling  is  to-day  a  cor- 
nered commodity.  It  is  cornered  by  the  fact  that  merchants  all  over 
the  South  have  contracted  to  buy  it  and  deliver  it  and  they  can  not 

Set  it.  The  price  of  that  middling  cotton  through  the  South  to-day 
oes  not  represent  the  normal,  natural  price  for  middling  cotton ;  it 
represents  the  necessities  of  people  who  have  contracted  to  deliver  it, 
and  it  is  not  there. 

Mr.  Hawlet.  Do  you  mean  the  merchants  or  the  manufacturers! 

Mr.  Marsh.  The  merchants  all  over  the  South.  There  are,  un- 
questionably, to-day,  on  the  books  of  the  cotton  merchants  in  this 
country,  I  believe,  20  times  as  many  contracts  for  the  middling  cot- 
ton as  the  actual  bales  of  middling  cotton  left  in  the  entire  &uth, 
outside  of  the  wraehouses  of  the  mills.  If  a  man  was  so  lacking  in 
foresight,  if  he  was  so  lacking  in  interpretation  of  the  facts  that  he 
bought  contracts  away  back  m  October  and  November  as  a  hedge 
against  middling  cotton  or  strict  middling  cotton  to  be  delivered  in 
March  or  April  or  May  or  July,  and  just  stood  there  and  did  not 
buy  in  that  cotton  and  take  care  of  himself  he  deserves  to  lose  $13.90 
a  bale,  just  as  McFadden  &  Bro.  deserved  to  lose  what  Mr.  Parker 
said,  in  that  colloquy  that  we  had  with  Mr.  Parker  concerning  that 
transaction  between  him  and  the  firm  of  McFadden  &  Bro.  IfcFad- 
den  &  Bro.  deserved  to  lose  it.  They  ought  to  have  bought  the  cot- 
ton when  it  could  be  bought  and  not  have  waited  until  Qiis  time  to 
buy  it. 

Mr.  Haugen.  Of  course  there  is  one  contract  where  there  is  no 
room  for  manipulation  of  grades ;  it  is  an  out  and  out  contract  and 
where  the  speculator  has  got  to  take  his  medicine  and  pay  the  differ- 
ence. As  I  understand  it,  you  go  to  the  exchanges  and  you  buy  a  cer- 
tain grade,  and  they  will  deliver  12  or  13 — and  some  say  more — 
grades.  It  is  possible  for  the  exchanges  to  take  a  certain  grade  of 
cotton  worth  8  cents,  and  they  may  put  the  price  up  to  12  cents,  or 
a  difference  of  4  cents,  and  they  will  say,  "  We  will  deliver  you  this 
8-cent  cotton  at  12  cents,"  and  that  is  exactly  what  you  are  doing 
now ;  you  are  delivering  it  at  $2.60  above  its  cash  price.  As  I  re- 
member the  figures,  spot  cotton  was  $14  last  fall  when  you  bought, 
and  spot  cotton  is  $14  to-day. 

Mr.  Mabsh.  Fourteen  cents,  you  mean. 

Mr.  Haugen.  Fourteen  cents  a  pound  or  $14  per  hundred.  It  is 
the  same  thing.  It,  therefore,  has  depreciated  $2.50  through  the 
manipulation  of  these  grades.    That  is  the  statement  before  this 
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committee.    Now,  it  is  up  to  you  and  Mr.  Parker  and  Mr.  Callaway 
to  straighten  it  out. 

Mr.  Mabsh.  There  has  not  been  any  manipulation. 

Mr.  Haugek.  I  just  take  Mr.  Callaway's  word  and  Mr.  Parker's 
word,  and  it  is  up  to  you  people  now  to  explain. 

Mr.  Mabsh.  Tnere  has  not  been  the  slightest  manipulation. 

Mr.  Haugen.  I  am  glad  to  know  that. 

Mr.  Mabsh.  Absolutely  none.  In  the  first  place,  it  is  not  a  fact 
that  anyone  bu3dng  contracts  on  the  New  York  Cotton  Exchange  | 
buys  a  contract  for  the  delivery  to  him  of  a  single  grade  of  cotton. 
When  a  man  buys  a  contract  on  the  New  York  Cotton  Exchange 
he  buys  not  a  middling  contract  but  a  basis  middling  contract,  which 
means  that  the  man  who  sells  it  to  him  can  deliver  to  him  any  one 
of  the  grades  deliverable  on  contract  at  the  proper  monev  differences. 

Now,  how  can  anybody  on  the  New  York  Cotton  Excnange  under- 
take to  sell  a  man  a  contract  for  delivery  in  May  and  fulfill  that 
contract  in  May  with  middling  cotton  when  there  is  not  any  mid- 
dlin^  cotton?    How  can  he  do  it? 

]^.  Haugen.  Oh,  I  agree  with  you  there,  but  that  is  not  the  ques- 
tion at  all.  The  question  is,  Where  does  the  farmer  come  in  in  this 
expensive  transfer?    That  is  what  I  am  getting  at. 

Mr.  TATiiOB.  Has  the  farmer  anything  to.  do  with  this  transaction, 
Mr.  Marsh,  after  the  cotton  once  leaves  nis  hand?  His  interest  then 
ends  in  the  transaction,  does  it  not? 

Mr.  Mabsh.  As  far  as  this  immediate  transaction  is  concerned, 
of  course  the  farmer  is  not  directly  involved  in  it,  but  Mr.  Haugen 
is  perfectly  correct  in  believing  that  the  farmer  is  enormously  inter- 
ested, and  that  it  does  enormously  affect  the  cotton  producer,  whether 
the  form  of  the  contract  in  New  York  and  in  New  Orleans  is  a  just 
and  equitable  form  of  contract  or  not. 

Mr.  Taylob.  Of  course  that  affects  the  entire  trade. 

Mr.  Haugen.  My  contention  is  this,  that  that  $13.90  expense  in 
the  transaction  has  got  to  come  out  of  the  producer  or  the  consumer, 
and  the  merchants  are  at  one  comer  of  it.  The  statement  before  this 
committee  is  this,  that  the  only  way  that  the  spinner  can  protect 
himself  is  to  go  through  this  exchange,  and  ihat  there  is  no  other 
course  open  to  him. 

Mr.  Mabsh.  No;  you  are  mistaken. 

Mr.  Haugen.  That  is  the  statement  here,  that  it  is  necessary  to 
have  the  exchange  in  order  to  hedge,  and  this  is  the  only  source 
to  go  to. 

Mr.  Marsh.  Mr.  Haugen,  that  is  not  correct. 

Mr.  Taylor.  Here  is  where  Mr.  Haugen's  argument  might  be 
sound :  If  every  transaction  we  have  on  the  exchange,  or  every  sale  of 
cotton  that  is  handled  12  or  14  times,  was  added,  then  there  might  be 
some  question  of  taking  it  out  of  either  the  producer  or  the  consumer, 
but  it  is  my  understanding  of  it  that  these  particular  transactions 
are  very  few,  and  they  are  entirely  in  the  minority,  and  therefore 
the  loss  is  absorbed  by  either  of  these  parties  in  this  particular 
transaction. 

Mr.  DooLrrxLE.  That  is  not  the  average  expense.  It  has  been  testi- 
fied here  that  the  average  is  25  cents,  Mr.  Haugen,  and  not  $18. 

Mr.  Haugen.  Oh,  no;  this  is  just  one  transaction;  and  another  one 
was  $7.50,  and  add  to  that  the  commission  and  whatever  the  premium 
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was.    That  is  the  statement  of  Mr.  Parker  and  Mr.  Callaway.    Those 
are  exceptional  cases. 

Mr.  DooLiTTLE.  We  are*  after  the  average. 

Mr.  Haugen.  There  is  no  way  of  ascertaining  the  average.  The 
expense  of  one  bale  is  $13.90,  and  the  testimony  before  this  committee 
is  that  thev  sell  25  or  30  bales  for  every  bale  that  is  grown.  If  you 
multiply  that  by  25,  where  are  you  ? 

Mr.  TAYiiOR.  Again,  is  that  correct,  that  they  sell  so  many  bales 
more  than  they  really  have  ?  As  a  matter  of  tact  they  make  these 
hedging  contracts,  and  if  you  are  going  to  add  to  the  hedging  con- 
tracts and  add  the  real  contracts  together,  of  course  you  do  sell  more. 

The  Chairman.  Let  me  suggest,  gentlemen,  that  Mr.  Marsh  is  a 
witness  and  we  are  the  jury.  Mr.  Parker  has  made  a  statement  here. 
Mr.  Callaway  has  made  a  statement,  and  we  can  find  out  what  Mr. 
Marsh's  viewpoint  is  by  asking  him  the  direct  question;  then  the 
committee  (the  jury),  when  it  comes  to  make  up  its  mind,  would 
reconcile  those  differences  in  their  statements,  if  they  can.  It  will 
expedite  matters  if  we  do  not  argue  among  ourselves  and  put  the 
specific  question  to  Mr.  Marsh,  to  get  his  viewpoint.  It  is  my  desire 
to  expedite  this  matter.  We  have  got  a  lot  of  people  here  to  be 
heard,  and  some  of  them  have  stayed  here  for  a  week. 

Mr.  Haugen.  We  have  got  a  lot  of  people  here  to  be  heard,  but, 
as  I  understand,  we  have  not  got  a  single  farmer,  whom  we  are  sup- 
posed  to  legislate  for. 

The  Chairman.  Let  this  go  into  the  record :  Is  it  not  a  fact,  Mr. 
Murph,  that  the  clerk  of  the  committee  was  authorized  to  and  did 
send  copies  of  the  three  bills — the  Candler  bill,  the  Lever  bill,  and 
the  Senate  bill  as  well  as  the  cotton  standardization  bill — ^to  the 
president  of  the  National  Farmers'  Union,  in  the  South,  and  to 
other  prominent  members  of  the  Farmers'  Union  and  other  fanners 
in  the  South  ? 

Mr.  Murph.  Yes,  sir. 

The  Chairman.  And  I  have  had  a  reply  from  only  one  president 
of  a  farmers'  union,  who  is  a  constituent  of  mine,  the  president  of 
the  State  Farmers'  Union  of  South  Carolina,  saying  that  on  accoimt 
of  other  pressing  engagements  he  could  not  be  here.  So  the  chair- 
man of  this  committee  has  done  all  that  he  could  do. 

Mr.  Lee.  I  want  to  state  here  also  that  I  have  written  25  or  30 
letters  to  the  presidents  of  farmers'  unions  in  the  South,  and  at  least 
20  letters  to  leading  farmers  in  my  section  of  Georgia,  inviting  them 
to  be  here  on  the  22d. 

Mr.  Haugen.  I  have  stated  here  half  a  dozen  times  that  I  did  not 
intend  to  reflect  upon  the  chairman  or  any  member  of  this  com- 
mittee. If  there  is  anyone  here  who  is  interested  in  the  farmer  it 
is  the  chairman  of  this  committee,  and  I  do  not  question  that  they 
have  had  this  notice;  but  unfortunately  they  are  not  here. 

The  Chairman.  That  is  their  fault  and  not  ours. 

Mr.  Haugen.  Certainly ;  I  am  not  questioning  that.  But,  after  all, 
if  this  legislation  is  in  the  interest  of  the  farmer  and  the  cotton 
grower  we  ought  to  have  some  facts  on  which  we  can  frame  this  bill. 

The  Chairman.  That  is  true,  and  that  is  why  I  suggest  if  we  will 
allow  Mr.  Marsh  to  make  a  statement  to  develop  the  facts  we  will 
have  the  facts. 

Mr.  Haugen.  My  question  was,  Where  does  the  farmer  come  in? 
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The  Chairman.  Instead  of  letting  Mr.  Marsh  answer  your  ques- 
tion, the  members  of  the  committee  nave  been  arguing  that  proposi- 
tion among  themselves,  and  Mr.  Marsh  has  been  standing  there  like 
a  stone  wall. 

Mr.  Marsh.  I  am  complimented,  Mr.  Chairman,  by  the  comparison. 

Mr.  Heflin.  Mr.  Haugen's  statement  is  that  it  cost  $13.90  to 
handle  a  bale  of  cotton,  and  another  statement  was  that  it  cost 
$7.50.  Mr.  Glenny  says  about  25  cents.  Twenty-five  cents  on  a  bale 
would  be  $25  on  100  bales  and  $25,000  on  a  million  bales  and 
$25,000,000  on  100,000,000  bales,  which  it  has  been  admitted  have 
been  traded  in  on  the  exchanges. 

Mr.  Haugen.  Whose  statement  will  we  take?  Will  we  take  the 
statement  of  the  president  of  the  board  of  trade  or  the  statement  of 
the  spinner? 

Mr.  Hefmn.  The  point  I  am  getting  at  is  that  even  if  it  is  as  much 
as  25  cents  a  bale  on  100,000,W)0,  wnich  is  admitted,  and  I  think 
it  is  500,000,000,  that  amounts  to  $25,000,000. 

The  Chairman.  Again,  gentlemen,  I  say  that  we  are  arguing 
among  ourselves. 

Mr.  Glenny.  Mr.  Chairman,  I  would  like  to  get  the  record 
straight,  because  Mr.  Heflin  has  attributed  to  me  a  remark  which  I 
did  not  make,  I  think,  exactly.  I  said  Mr.  Parker  had  said  that  it 
costs  about  25  cents  a  bale.  That  does  not  mean  that  it  costs  every- 
body 25  cents  a  bale. 

Mr.  Marsh.  Of  course,  25  cents  a  bale  is  simply  on  the  crop  and  is 
not  on  the  hedges.  It  is  simply  on  the  crop.  Fifteen  million  bales, 
at  25  cents  a  bale,  is  $3,750,000,  if  my  arithmetic  is  correct.  That. is 
what  it  means.  It  does  not  mean  25  cents  a  bale  on  every  one  of 
these  intermediary  transactions. 

The  Chairman.  In  order  to  get  your  statement  of  the  facts,  let 
me  ask  you  this  question:  What,  in  your  judgment,  is  the  cost  of 
insurance  on  a  bale  of  cotton  through  the  various  exchanges  of  the 
countiy?  That  gets  a  direct  answer  to  the  proposition,  and  we  can 
reconcile  these  facts  when  we  come  to  consider  this  matter  m  the 
committee. 

Mr.  Marsh.  In  a  normal  season  the  cost  of  insurance  is  virtually 
nil. 

Mr.  Hefun.  About  how  much  ? 

Mr.  Marsh.  In  a  normal  crop  season,  in  which  the  grades  of  cot- 
ton are  in  their  normal  proportion,  the  cost  of  insurance  is  virtually 
nil.  In  an  abnormal  season,  where  some  section  of  the  belt  has  a 
very  high  proportion  of  low-grade  cotton  and  incurs  a  heavy  loss 
thereby,  a  part  of  that  loss  is  transferred  through  the  exchanges  to 
cotton  manufacturers  and  cotton  merchants  to  make  good  of  their 
losses.  It  is  true  that  Texas,  Oklahoma,  and  Arkansas  this  year  have 
got  some  of  the  money  of  cotton  manufacturers  and  cotton  mer- 
chants, and  that  is  what  I  call  insurance.  This  notion  of  insurance 
where  nobody  loses  anything,  where  the  man  whose  building  is 
burned  down  somehow  gets  his  money  and  all  the  other  people  who 
are  insured  do  not  put  in  anything,  is  a  notion  of  insurance  which 
I  can  not  understand. 

The  Chapman.  Now,  Mr.  Marsh,  will  you  proceed  and  discuss 
the  grades  of  cotton  which  you  would  eliminate  from  the  present  con- 
tract?    Suppose  you  continue  that  discussion. 


1176  BBGULATION  OF  COTTOH  EXCHANGES. 

Mr.  Marsh.  Mr.  Chairman,  the  natural  question  to  be  considered 
in  determining  the  lower  limit  of  grades  of  cotton  deliverable  on  con- 
tracts is  how  much  cotton  is  going  to  be  excluded,  and  where  that 
cotton  which  is  excluded  is  gomg  to  be.  If  the  cotton  that  is  to  be 
excluded  is  scattered  uniformly  all  over  the  South,  obviously  Congress 
can  properly  go  much  further  and  be  much  more  rigid  m  its  pro- 
visions, Decause  no  single  person  is  going  to  be  very  much  hurt  If, 
however,  the  low-grade  cotton  in  a  crop  is  bunched,  is  in  certain  sec- 
tions, then  if  Congress,  in  its  legislation,  is  severe,  the  severity  is 
entirely  at  the  expense  of  the  producers  of  cotton  in  those  sections 
where  there  is  a  high  proportion  of  low  grades.  This  year,  for  ex- 
ample, cotton  which  was  so  ^ood  that  Mr.  Parker  and  Mr.  Callaway 
both  bought  it  by  the  tens  ot  thousands  of  bales,  was  sold  by  Texas 

Eroducers  at  4^  to  5  cents  a  pound,  when  if  it  had  been  just  a  little 
etter  and  deliverable  on  contracts  in  New  York  it  would  have  been 
worth  9  to  10  cents  a  pound.  It  is  a  fact,  Mr.  Chairman,  that  this 
year,  even  such  limitations  as  there  has  been  on  the  delivery  of  cotton 
m  New  York,  has  made  thousands  of  spinners  with  the  scientific 
skill  to  use  low-grade  cotton  make  inordinate  profits  at  the  expense 
of  the  cotton  producers  in  Texas,  Oklahoma,  and  Arkansas.  That  is 
true  not  only  in  this  country,  because  we  know  perfectly  well  in  the 
North  that  there  are  spinners  in  the  CaroUnas  and  in  Georgia  who 
have  bought  that  low-grade  cotton  in  Texas  and  the  storm-stricken 
district  and  have  made  from  $10  to  $15  a  bale  more  in  their  manu- 
facturing processes  than  they  expected  to  make  or  would  make  in  a 
normal  cotton  season. 

Mr.  EiOE.  They  even  bought  our  rejections. 

Mr.  Marsh.  Yes;  they  bought  rejections  in  New  York  and  made 
an  enormous  profit.  But  it  is  not  only  those  spinners  in  the  South, 
Fall  River,  and  New  England  that  have  done  this.  The  fact  that 
there  was  this  low-grade  cotton  in  Texas,  Oklahoma,  and  Arkansas, 
undeliverable  on  contracts,  has  turned  what  was  expected  by  the 
German  spinners  to  be  a  disastrous  year  for  them  into  a  year  of  good 
profits ;  and  the  Grerman  spinners^  being  the  most  scientific  spinners 
m  the  world,  know  how  to  use  this  low-grade  cotton.  The  (rerman 
spinning  industry  was  fiat  on  its  back  before  this  season  opened. 
The  Grerman  spinners  now  are  making  excellent  profits.  The  outlocdc 
of  the  German  mills  is  as  good  as  it  has  ever  been,  in  spite  of  finan- 
cial troubles  in  Germany,  and  so  on,  because  the  German  spinners 
have  bought  hundreds  of  thousands  of  bales  of  this  cotton  in  Texas. 
Oklahoma,  and  Arkansas,  and  have  made  out  of  the  manufacture  of 
it  $10  a  bale  more  than  they  could  make  out  of  the  manufacture  of 
cotton  in  a  normal  year. 

The  Chairman.  Do  they  use  the  exchange  for  hedging  purposes? 

Mr.  Marsh.  Certainly  they  do.  Now,  gentlemen,  it  may  be  a 
very  fine  thing  for  the  people  in  Mr.  Young's  district  to  put  the  Grer- 
man spinners  on  their  feet. 

Mr.  Young.  They  could  not  make  that  out  of  cotton  like  .they  got 
this  year.  The  farmers  did  not  get  enough  out  of  the  cotton  to  pay 
for  picking  it. 

Mr.  Marsh.  Mr.  Young,  if  the  legislation  framed  by  this  commit- 
tee is  not  framed  with  exceeding  care,  what  happened  to  you  this 
year  will  not  be  a  patch  on  what  will  happen  to  you  the  next  time 
you  get  a  storm,  because  this  year  the  New  York  Cotton  Exchangei 
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which  is  denounced  and  denounced  because  it  allows  the  delivery  of 
low-srade  cotton,  has  been  there  taking  the  hedge  sales  against 
him(&eds  and  hundreds  of  thousands  of  bales  of  that  cotton  that 
were  good  enough  for  delivery  in  New  York.  And  that  is  what  has 
given  that  cotton  any  value  above  a — ^what  shall  we  say — bargain- 
counter  value. 

The  Chairman.  My  understanding  of  the  farmers'  statements  be- 
fore the  committee  was  to  the  effect  that  this  low-^ade  cotton  in 
Texas  was  brought  up  into  the  interior,  carried  to  Galveston,  I  be- 
lieve, there  revamped  by  some  process  of  machinery  and  sold  to  the 
German  spinners  at  very  high  prices,  prices  that  would  average  along 
middling. 

Mr.  Mabsh.  The  total  machinery  in  Texas  which  could  be  had  to 
do  that  is  not  sufficient  to  handle  40,000  bales  in  a  year. 

Mr.  Coke.  That  cotton  is  outlawed  in  this  country.  It  is  not  de- 
liverable on  contract. 

The  Chairman.  That  would  be  called  reginned  cotton,  would  it? 

Mr.  Marsh.  That  is  machined  cotton. 

The  Chairman.  All  right.  You  may  i)roceed. 

Mr.'  Marsh.  What  has  been  the^  situation  this  year  with  regard  to 
low-grade  cotton?  In  the  Atlantic  States  the  amount  of  it  has  been 
small  in  proportion  to  the  total  production. 

Mr.  Humphreys  of  Mississippi.  May  I  ask  you  just  one  other  ques- 
tion there.  Referring  to  this  cotton  tiiat  was  of  such  a  low  price  in 
Texas  this  year,  was  that  low  price  due  to  the  grade  or  to  a  manipu- 
lation ? 

Mr.  Marsh.  Most  of  it  was  due  to  the  ^ade.  But  this  is  true,  as 
indicated  before,  that  spinners  like  Mr.  I'arker  have  been  glad  to 
buy  it  at  the  cheap  prices  at  which  it  could  be  bought  in  Texas. 

The  Chairman.  About  what  would  be  the  bulk  of  the  crop  of 
Texas  this  year — ^Texas,  Oklahoma,  and  Arkansas? 

Mr.  Marsh.  Tennessee  also  was  badlv  affected. 

The  Chairman.  What  grade  would  that  measure,  in  your  opinion? 

Mr.  Marsh.  I  can  give  you  the  figures  of  these  corresponaents  in 
these  States,  which  are  naturally  subject  to  the  same  qualifications 
that  I  mentioned  yesterday,  that  there  is  a  great  disparity  of  opinion 
among  them,  but  that  they  must  represent  the  general  judgment  of 
persons  who  are  down  in  Texas. 

We  find,  for  instance,  in  Texas,  that,  taking  first  the  proportion  of 
the  crop  belt  that  would  conform  or  that  would  not  conform  to  the 
provisions  in  the  Lever  bill — ^take  that  first,  the  House  bill — ^we  find 
that  B.  W.  Lotspeich,  in  Abilene,  says  that  in  a  normal  year  10  per 
cent  of  the  crop,  and  in  a  year  like  the  present  year,  20  per  cent  of 
the  crop  would  not  be  deliverable  on  contracts.  In  Abilene  the  storm 
was  not  severe.  This  is  in  a  district  where  the  storm  was  not  par- 
ticularly destructive. 

E.  H.  Perry  &  Co.,  Austin,  in  a  normal  year,  20  per  cent ;  in  a  year 
like  the  present  year,  60  per  cent. 

G.  A.  Bennett,  Austin,  in  a  normal  year,  5  per  cent ;  in  a  year  like 
the  present,  26  per  cent. 

There  are  two  people  in  the  same  locality  that  give  materially  dif- 
ferent opinions. 

Polk- Wilson  &  Co.,  Bartlett,  in  a  normal  year,  20  per  cent;  in  a 
year  like  the  present  year,  18  per  cent. 
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King  Cotton  Co.,  Dallas,  in  a  normal  year,  6  per  cent;  in  a  year 
like  the  present  vear,  12  per  cent  to  20  per  cent 

H.  L.  Edwards  &  Co.,  Dallas,  this  being  one  of  the  most  respon- 
sible firms  in  Texas,  in  a  normal  year,  10  per  cent ;  in  a  year  like  the 
present  year,  30  per  cent. 

William  B.  Starr  &  Co.,  Dallas,  in  a  normal  year,  4  per  cent;  in  a 
year  like  this  year,  8  per  cent.  Starr  &  Co.  are  decidedly  small 
shippers.  H.  L.  Edwards  &  Co.  are  very  large  shippers — among  the 
large  shippers  in  Texas.  They  say  in  a  normal  year  10  per  cent,  and 
in  a  year  like  this  year  30  per  cent;  whereas  the  small  shipper  says 
in  a  normal  year  4  per  cent  and  in  a  year  like  this,  8  per  cent 

A.  L.  Wolff  &  Co.,  Dallas,  in  a  normal  year,  15  to  20  per  cent; 
in  a  year  like  the  present  year,  25  to  30  per  cent 

C.  F.  Witherspoon,  Denton,  Tex.,  says  that  in  a  normal  year  30 
per  cent  of  the  cotton  in  that  territory,  and  in  a  year  like  the  pres- 
ent j^ear  65  per  cent  would  not  be  deliverable  on  contracts  mider  the 
provisions  oi  the  House  bill. 

Tom  B.  Owens  &  Co.^  Fort  Worth,  say  that  in  a  normal  year  10 
per  cent  and  in  a  year  like  the  present  year  20  per  cent  would  not  be 
deliveraole. 

K.  Tidemann  &  Co.,  Fort  Worth,  in  a  normal  year,  10  per  cent; 
in  a  year  like  the  present  yeaf^  26  per  cent 

Eustace  Taylor,  Galveston,  m  a  normal  year,  12  per  cent;  in  a  year 
like  the  present  year,  30  per  cent 

Wilson  Moodie,  Gainesville,  in  a  normal  year,  10  per  cent;  in  a 
year  like  the  present  year,  20  per  cent. 

Blocker  Miller  Co.,  Honey  Grove,  in  a  normal  year,  25  per  cent; 
in  a  year  like  the  present  year,  50  per  cent 

E.  B.  Dancy  &  Co.,  Houston,  in  a  normal  year,  20  per  cent;  in  a 
year  like  the  present  year,  65  per  cent 

Dorrance  &  Co.,  Houston,  m  a  normal  year  f  per  cent  to  2  per 
cent ;  in  a  year  like  the  present  year,  11  per  cent  to  37  per  cent 

That  is  an  extraordinary  answer,  but  it  is  here  as  it  was  ^ven. 

T.  A.  Johnson,  Paris,  Tex.,  in  a  normal  year,  20  per  cent;  m  a  year 
like  the  present  year,  40  per  cent 

Wilde  &  Orme,  Paris,  Tex.,  in  a  normal  year,  10  per  cent;  in  a 
year  like  the  present  year,  20  per  cent 

A.  A.  Zizinia,  Taylor,  Tex.,  in  a  normal  year,  25  per  cent;  in  a.  year 
like  the  present  year,  60  per  cent. 

James  T.  Brook,  Waco,  Tex.,  in  a  normal  year  16  per  cent;  in  a 
year  like  the  present  year,  30  per  cent. 

Crespi  &  Co.,  Waco,  Tex.,  in  a  normal  year,  10  per  cent;  in  a  year 
like  the  present  year,  25  per  cent 

You  get  there,  gentlemen,  not  exactly,  because  nobody  knows  ex- 
actly, but  you  get  there  a  picture  of  the  amount  of  cotton  in  tiiat 
storm-stricfeen  territory  which  would  have  been  excluded  from  con- 
tracts and  depreciated  in  value  from  $10  to  $25  a  bale  if  this  bill 
had  been  the  law  this  year. 

The  Chairman.  It  was  Mr.  Neville's  estimate,  as  I  recall  it,  that 
the  exclusion  would  amoimt  to  20  per  cent  or  25  per  cent  Is  my 
recollection  correct  on  that? 

Mr.  Marsh.  I  have  here  the  exact  figures  on  that;  but  that  was 
not  an  estimate.  That  was  a  statement  of  the  actual  businees  done  by 
his  firm  in  two  high-grade  years. 

The  Chairman.  It  did  not  take  in  this  year  at  all? 
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Mr.  Mabsh.  No  ;  it  did  not  take  in  this  year  at  all.  I  have  that 
ri^ht  here  somewhere. 

Mr.  Greorge  W.  Neville,  of  the  firm  of  Weld  &  Neville,  who 
were  very  large  handlers  of  cotton  in  Texas,  prepared,  before  his 
death  last  summer,  a  statement  of  the  actual  niunber  of  bales  and 

Eircentages  of  the  ^ades  in  the  cotton  actually  handled  by  the 
ouston  office  of  his  firm  in  the  season  1911-12  and  the  season 
1912-18,  and  this  was  prepared  at  the  time  the  Smith-Lever  sub- 
stitute for  the  Clark  amendment  was  under  consideration,  and  his 
figures  show  that  in  1911-12,  which  was  a  hight-grade  crop  year,  22.66 
per  cent  of  the  Texas  crop,  just  by  their  transactions,  woilld  have 
been  excluded  from  delivery  under  the  Smith-Lever  bill. 

The  Chairman.  The  Smith-Lever  substitute  did  not  fix  any  limit 
except  the  Government  standard? 

Mr.  Mabsh.  No;  all  the  Government  standards. 

The  Chairman.  Your  lowest  grade  there  is  good  ordinary,  is  it 
not? 

Mr.  Glen  NY.  Good  ordinary. 

Mr.  Marsh.  I  beg  your  pardon,  Mr.  Chairman — this  gives  the 
proportions  below  low  middling.  Was  it  not  proposed  at  one  time 
in  the  Smith-Lever  bill  to  have  the  lower  limit  low  middling? 

The  Chairman.  No;  I  think  not.  I  think  the  only  limitation  was 
the  Government  standard — ^must  grade  in  the  Government  stand- 
ard— ^but  that  would  be  valuable  in  this  connection. 

Mr.  Sicfi.  T  think  that  was  based  on  low  middling. 

Mr.  Marsh.  These,  of  course,  were  based  on  low  middlings 

The  Chairman.  That  makes  it  all  the  more  valuable. 

Mr.  Marsh.  The  proportion  under  low  middling  for  the  crop  of 
1911-12,  based  on  the  actual  cotton  handled  by  his  firm^  would 
have  been  22.8  per  cent,  and  in  the  crop  of  1912-13,  which  was 
another  grade  crop  of  Texas,  16.9  per  cent. 

I  will  put  that  in  as  an  exhibit. 

The  Chairman.  Without  objection  you  may  do  so. 

(The  paper  Is  as  follows:) 

Froporiians  o/  the  tMrkmB  ffrs4es  of  ootian  found  M  the  actual  huelnen  of  a 
Urge  finn  4m  Tevas  for  the  seasone  1911''12  and  1912-lS. 

1911-12. 


DeUrwaMe  on  excbaoge  contracts  ander  Smith-LeTor  proposed  law: 

Strict  good  middling  and  above 

Good  middling 

Strict  middling , 

Middling. 

Strict  low  mlddUng 

Low  middling 

Not  deliverable  on  exobange  oontracts  under  Smltb-Lever  proposed  law 

Strict  good  ordinary 

Good  ordinary 

Strict  ordinary 

Ordinary 

Tinged  cottons 

Stuned  cottons 

Sandy  cottons 

Samples  and  repacks 

Total  number  of  bales  bandied 


919 
16,004 
37,008 
25,910 
14,066 
7,043 


7,087 

6,439 

1,386 

267 

12,761 

616 

2,719 

75 


Per  cent 
of  total. 


0.7 

12.2 
28.2 
19.7 
10.7 
6.7 


131,264 


77.2 

6.4 
4.1 
1.0 

.2 
9.7 

.4 
2.0 

.0 


22.8 


Tbe  total  cotton  crop  in  1911-12,  not  Including  linters,  was  rongbly  16,600,000  balaa. 
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Proportions  of  the  various  grades  of  cotton  found  in  the  actual  husinese  of  § 
large  firm  in  Texas  for  the  seasons  1911-12  and  191t-lS — Ck)ntiimed. 


1913-13. 


Deliverable  on  exchange  contracts  under  Smith-Lever  proposed  law: 

Strict  good  middling  and  above 

Good  middling 

Strict  middling 

Middling 

Strict  low  ndddliiDg 

Low  middling 

Not  deliverable  on  exchange  contracts  under  Smith-Lever  proposed  law: 

Strict  good  ordinary 

Good  ordinary 

Strict  ordinary 

Tinged  cotton.^ 

Stained  cottons 

Sandy  cottons 

Samples  and  repacks 

Total  number  of  bales  handled 


1,250 

a& 

23,424 

l&S 

44,467 

aao 

31,426 

21.2 

16,610 

1L2 

5,996 

11 

S.1 

1,475 

LO 

252 
50 

}       •' 

23,061 

U.S 

105 

I 

.1 

59 

148,196 


Ui9 


The  total  cotton  crop  In  1912-13,  not  Including  Unters,  was  13,660,000  tMdes. 

The  above  tables  are  for  Texas,  and  for  two  seasons  in  which  the  proportion 
of  high-grade  white  cotton  was  decidedly  above  the  normal.  The  proportion 
of  tinged  cottons,  which  are  caused  by  frosts  touching  the  still  unmatured 
bolls,  is  always  much  lower  in  Texas  than  in  the  States  along  the  nortbera 
border  of  the  cotton  belt— Oklahoma,  Arkansas,  Tennessee,  northern  Missis- 
sippi, northern  Alabama,  northern  Georgia,  and  the  Piedmont  section  of  tbe 
Carolina^  The  average  production  of  tinged  and  low  grade  cottons  in  normal 
seasons  is  certainly  over  20  per  cent  of  the  total  crop. 

The  Chairman.  Now,  Mr.  Marsh,  if  you  have  concluded  your  gen- 
eral statement  on  that  proposition  let  me  ask  you  what  woul(i  be  your 
affirmative  suggestions  on  this  proposition  as  to  the  lowest  grade 
deliverable. 

Mr.  Marsh.  Mr.  Chairman,  unless  you  are  going  to  have,  in  tiie 
course  of  the  next  few  years,  a  violent  upheaval  among  the  cott<m 

Eroducers,  you  will  find  it  absolutely  unsafe  to  have  the  lower  limit 
iffher  than  good  ordinary,  Government  standard,  and  you  will  prob- 
flbly,  even  at  that  limit,  be  subject  to  very  severe  criticism,  first  from 
this  section  of  the  belt  and  then  from  another  section  of  the  belt, 
which  happens  to  be  visited  by  storms  or  to  have  a  high  proporticffl 
of  low-grade  cotton,  because  the  producer  will  get  onto  the  fact  that 
all  this  reformatory  legislation  has  been  at  his  expense,  and  he  will 
not  stand  for  it  when  he  finds  it  out. 

We  all  agree  that  some  cotton  has  to  be  excluded  from  delir^y 
on  contract.  Everybody  in  the  trade  agrees  to  that,  and  the  pro- 
ducer himself,  when  he  is  not  smarting  under  heavy  losses,  will  agree 
to  it.  But  when  you  go  so  far  that  you  produce  a  situation  in  which 
the  farmer  knows  that  cotton  he  has  produced,  and  the  best  he  could 
produce  under  the  weather  conditions  that  he  had  to  deal  with,  is 
being  debarred  from  contract  delivery,  and  consequently  depreciated 
3,  4,  or  5  cents  a  pound,  and  that  the  spinner  is  buying  it  and  making 
money  at  his  expense,  you  are  going  to  have  an  uprising  from  the 
cotton  producers  of  the  South  that  will  disturb  and  destroy  this 
legislation. 
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The  Chaisman.  Is  not  this  a  fact,  Mr.  Marsh,  that  the  spinners 
to-day  are  buying  cotton  in  the  South  at  anywhere  from  1  to  1^  cents 
higher  than  the  quotation  of  the  New  York  Exchange,  and  would 
it  not  be  safe  to  assume  that  if  the  spinners  who  need  this  low-grade 
cotton  which  would  be  outlawed  for  delivery  on  contract  for  de- 
hvery  in  New  York,  and  found  that  they  could  manufacture  it  at 
a  i>rofit,  that  they  would  buy  that  cotton  above  the  New  York  quo- 
tation, as  they  are  doing  to-day  in  the  South  ? 

Mr.  Marsh.  Mr.  Chairman,  the  whole  Question  with  regard  to  what 
happens  to  the  cotton  producer  is  what  nappens  to  him  at  the  time 
when  he  has  to  sell  his  cotton. 
•  The  Chairman.  I  appreciate  the  fact  that  that  is  true;  yes. 

Mr.  Mabsh.  The  whole  question  with  regard  to  the  cotton  producer 
is  what  happens  to  him  during  the  heavy  selling  months.  Now,  it  is 
mighty  small  consolation  to  the  cotton  producer  who  has  to  sell  his 
cotton  in  October,  November,  and  December,  all  in  a  mass,  and  has 
to  take  8  or  4  or  5  cents  a  pound  below  the  price  of  contracts — ^grade 
for  grade,  I  mean — for  that  cotton,  to  know  that  somebody  bought 
it  at  that  low  value,  carried  it  along,  and  either  manufactures  it  into 
goods  or  sold  it  out  at  4  to  5  cents  a  pound  profit  to  himself. 

The  Chairman.  You  and  I  are  in  agreement  upon  this  proposition, 
that  there  must  be  fixed  a  limit  of  exclusion  of  certain  Kinds  oi 
cotton  for  delivery  upon  contract. 

Mr.  Marsh.  Absolutely ;  yes. 

The  Chairman.  I  think  we  are  also  agreed  upon  this  proposition, 
that  it  is  not  fair  to  the  whole  cotton-producing  belt  of  the  South 
that  a  calamity  in  the  State  of  South  Carolina,  for  instance,  should 
depreciate  the  entire  cotton  crop  of  the  coimtry. 

What  character  of  cotton  would  you  exclude  from  delivery? 

Mr.  Marsh.  Let  me  first  say,  Mr.  Chairman,  that  if  there  is  a  ca- 
lamity in  any  considerable  portion  of  the  belt  the  cotton  of  the  rest 
of  the  belt  is  necessarily  appreciated.  That  is  what  has  happened  this 
year.  The  price  of  middling  cotton — spot  cotton,  as  you  all  call  it 
here — ^has  been  appreciated  by  reason  of  the  sufferings  of  the  people  in 
Texas,  Arkansas,  and  Oklahoma.  There  is  no  greater  economic  fal- 
lacy than  this  assumption  that  the  price  of  contracts  in  New  York, 
when  it  at  times  gets  away  from  the  quotation  of  middling  cotton  in 
the  South  pulls  down  the  price  of  middling  cotton.  That  is  a  matter 
of  statistical  and  not  of  theoretical  fact.  The  statistics  show  that 
there  has  not  been  a  single  time  in  the  history  of  the  cotton  industry 
when  the  market  price  of  cotton  contracts  in  New  York  has  declined 
below  middling  cotton  when  middling  cotton  has  not  actually  gone 
up  in  value.  There  is  not  one  case;  and  that  is  a  matter  of  statis- 
tics, and  it  is  not  a  matter  of  theory. 

The  Chairman.  But  is  that  not  due,  Mr.  Marsh,  not  to  the  fact  of 
the  existence  of  the  exchanges,  but  rather  in  spite  of  their  existence! 
Is  it  not  due  to  the  fact  that  the  spinners,  who  want  this  high  grade 
cotton,  are  willing  to  bid  for  it  at  a  premium  above  the  quotation 
of  futures  in  New  York  ?  .    .       ^  .  . 

Mr.  Marsh.  No,  Mr.  Chairman.  It  is  in  no  inconsiderable  degree 
due  to  the  fact  that  merchants,  and  to  some  extent  spinners,  have, 
before  tibey  thoroughly  realize  what  the  effect  of  the  destruction  in 
grade  of  a  large  part  of  the  crop  was  going  to  be,  entered  into  en- 
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gagements  for  the  better  grades  of  cotton  to  an  extent  beyond  the 
supply,  hedging  those  engagements  with  contracts  in  New  York  or 
in  New  Orleans. 

The  Chairman.  It  seems  to  me,  then,  that  the  price  of  your  con- 
tract in  New  York  would  be  very  much  higher  than  the  spot  price  of 
these  things  in  the  South. 

Mr.  Marsh.  I  do  not  understand  why. 

The  Chairman.  It  seems  to  me  that  if  these  men  had  entered  into 
a  contract  which  they  could  not  fulfill  that  that  contract  would  im- 
mediately appreciate  in  value. 

Mr.  M!arsh.  Why? 

The  Chairman.  According  to  the  law  of  supply  and  demand ;  you 
can  not  fill  your  contract. 

Mr.  Marsh.  You  can  not  fill  your  contract  with  middling  cotton 
when  it  does  not  exist,  certainly. 

The  Chairman.  That  is  true. 

Mr.  Marsh.  You  can  not  fill  your  contract  with  strict  middling 
cotton  when  it  does  not  exist. 

The  Chairman.  That  being  true,  would  it  not  raise  the  value  of 
your  basis  contract? 

Mr.  Marsh.  It  can  not  possibly  raise  the  price  of  contracts  which 
represent  the  cotton  that  is  available,  as  the  basis  contract  does.  The 
price  of  the  thing  that  is  not  available,  or  is  available  to  a  far  less 
extent  than  the  requirements,  must  necessarily  appreciate  compared 
with  the  value  of  that  which  is  available  in  quantity.  That  is  the 
explanation  of  the  difference  between  the  price  of  middling  cotton 
to-day  and  the  price  of  such  cotton  as  is  available  in  every  futures 
market  in  the  world.  In  Liverpool  we  have  got  exactly  the  same 
situation  at  this  minute;  we  have  got  it  in  Bremen  at  this  minute; 
we  have  it  in  Havre  at  this  minute;  we  have  it  in  New  Orleans;  we 
have  it  in  New  York.    It  is  a  universal  phenomenon. 

The  Chairman.  Suppose  you  make  your  suggestion  of  what  grade 
of  cotton  should  be  excluded,  so  we  will  have  it  m  the  record. 

Mr.  Humphreys  of  Mississippi.  May  I  ask  a  question  f 

The  Chairman.  Yes. 

Mr.  Humphreys  of  Mississippi.  The  price  of  middling,  what  we 
call  spot  cotton,  is  governed  by  the  quotations  of  the  New  Orleans 
Exchange  ? 

Mr.  Marsh.  Certainly  not. 

Mr.  Hu3iPHR£Ys  of  Mississippi.  Is  the  difference  as  great  as  it  is 
in  the  New  York  Exchange. 

Mr.  Marsh.  Not  quite.  I  think  it  is  about  20  points  less,  is  it 
not,  Mr.  Glenny  ? 

Mr.  Glenny.  I  do  not  know  the  exact  figures. 

Mr.  Marsh.  It  should  be  more  in  New  York,  because  New  York 
to-day  has  a  contract  which  allows  the  delivery  of  lower  grades  of 
cotton  than  does  the  contract  in  New  Orleans ;  that  is,  the  amount  of 
available  cotton  that  can  be  delivered  in  New  York  to-day  is  much 
greater  than  the  amount  of  available  cotton  that  can  be  ddivered  in 
New  Orleans.  Therefore,  the  New  Orleans  contract  ought  to  be 
nearer  the  price  of  middling  cotton  than  the  New  York  contract, 
and  I  think  it  is  20  to  25  points  nearer. 

Mr.  GusNNY.  Yes:  that  is  true  now.  It  has  been  closer  than  that; 
considerably  lower  tnan  it  is  now. 
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Mr.  HuMPHBEYs  of  Mississippi.  May  I  ask  you  another  question? 
Along  in  October  or  November  or  December,  or  say  along  in  Octo- 
ber and  November,  perhaps,  are  the  future  market  and  the  price  of 
spots  as  far  apart  as  they  are  later  on  in  the  spring,  after  the  farmer 
has  sold  his  cotton  and  it  has  been  ascertained  just  how  much 
middling  cotton  there  is? 

Mr.  MkfiSH.  Normally,  Mr.  Humphreys,  the  difference  between  the 
contract  price  in  New  York  or  New  Orleans  and  the  ^rice  of  mid- 
dling cotton  in  the  markets  of  the  South — ^the  two  prices  are  very 
close  together  in  October  and  November.  The  widening  out  in  an 
abnormal  year  like  this  takes  place  after  that,  and  it  takes  place  just 
in  proportion  as  the  good  grades  of  cotton  are  grabbed  up  and  re- 
moved. 

Mr.  HuMPHBEYS  of  Mississippi.  In  a  normal  year  or  in  a  particu- 
larly good  year  would  the  future  quotations  in  New  York  and  in 
New  Orleans,  too,  be  nearer  the  spot  price  ? 

Mr.  Marsh.  In  a  normal  year?  ^ 

Mr.  HuicPHBETS  of  Mississippi.  In  a  normal  year  or  even  in  a 
good  year. 

Mr.  Mabsh.  In  a  good  year  the  two  prices  are  very  close  together. 

Mr.  Humphreys  of  Mississippi.  Very  close  together  ? 

Mr.  Marsh.  In  a  normal  year  they  are  reasonably  close  together, 
and  in  an  abnormal  year  like  these  two,  in  1906-7,  they  get  wide 
apart 

The  Chairman.  All  right,  Mr.  Marsh ;  suppose  you  go  back  to  the 
question,  because  I  think  it  is  important  that  we  have  it  in  the  record. 

Mr.  Marsh.  In  my  opinion,  Mr.  Chairman,  the  line  of  danger  with 
re^rd  to  this  legislation  is  good  ordinary  Gk)vemment  standard.  I 
thmk  that,  to  use  a  slang  expression,  you  may  '^  get  away  with  it "  if 
you  make  the  lower  limit  of  your  delivery  good  ordinary  Government 
standard. 

The  Chairman.  That  would  be  what,  by  your  classification,  Mr. 
Marsh? 

Mr.  Marsh.  Between  strict  good  ordinary  and  low  middling.  If 
you  make  it  as  high  as  low  middling,  in  my  opinion,  the  legislation 
will  contain  within  itself  elements  of  its  own  destruction.  In  other 
words,  it  can  not  be  many  years  before  we  have  another  season  like 
this,  afflicting,  perhaps,  not  Texas  and  Oklahoma,  but  afflicting  Ala- 
bama, Georgia,  or  the  Carolinas;  and  when  you  get  another  season 
like  tills,  and  the  producers  in  the  afflicted  section  make  out  what 
has  been  done  to  them  by  Congress,  you  will  have  a  wave  of  indigna- 
tion from  those  producers  which  will  destroy  the  legislation.  Per- 
sonally, I  have  always  shared  the  feeling  of  the  late  George  NeviUe, 
that  every  spinable  bale  of  cotton  in  a  crop  ought  to  be  deliverable 
on  some  basis  on  a  contract.  It  is  obvious,  however,  that  the  South 
generally,  which  very  rightly  has  the  determining  word  in  this  mat- 
ter, does  not  want  it  so,  and  it  is  of  no  use  for  me  to  contend  for  it, 
and  it  would  not  be  any  use  for  the  New  York  Cotton  Exchange  to 
contend  for  it,  and,  in  fact,  I  believe  a  large  majority  of  the  mem- 
bers of  the  New  York  Cotton  Exchange  affree  with  the  South,  so 
that  when  I  say  what  I  did  I  am  really  speaking  for  myself  and  not 
for  the  New  York  Cotton  Exchange  or  a  majority  of  its  members; 
but  I  certainly  think  this:  That  any  limitation  on  the  deliverers' 
contracts  which  places  the  limit  higher  than  the  Government  stand- 
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ard  of  good  ordinary  means  legislation  that  can  not  stand,  because 
it  is  legislation,  as  I  have  said  several  times,  which  will  so  arouse 
the  indignation  of  the  producers  of  cotton  in  the  South  as  they 
realize  what  has  happened  to  them — what  has  been  done  to  them  foy 
Congress — ^that  they  will  not  let  it  stand. 

The  Chairman.  Have  you  completed  your  statement  as  to  that 
section  of  the  bill  ? 

Mr.  Mabsh.  Yes. 

The  Chairman.  Then  I  wanted  to  ask  you  just  one  question,  and 
I  would  like  to  have  a  categorical  answer  from  you.  The  tax  levied 
by  the  provisions  of  this  bill  is  25  cents  per  hundred  bales.  In  your 
judgment,  would  that  tax  be  of  such  a  nature  and  of  such  a  degree 
of  quantity  as  would  be  transferred  to  the  farmer  as  an  overhead 
charge? 

Mr.  Marsh.  It  would  sometimes  be  transferred  to  the  farmer  and 
sometimes  to  the  manufacturer.  In  other  words,  it  is  like  all  margins 
between  the  buying  price  and  the  selling  price.  In  years  of  the 
scarcity  of  cotton  it  would  unquestionably  be  transferred  to  the 
world  at  large;  in  years  of  a  large  supply  of  available  cotton  it 
would  probably  be  transferred  to  the  producer  of  the  cotton. 

The  Chairman.  Assuming  that  the  committee  in  its  wisdom  should 
reduce  that  from  25  cents  a  hundred  bales  to  5  cents  a  himdred  bales, 
would  it  be  possible  to  transfer  that  small  tax  back  to  the  farmer! 

Mr.  Marsh.  In  principle  it  does  not  make  any  difference  what  the 
amount  of  the  tax  is.  Of  course,  that  would  be  so  insi^ficant — and 
in  fact  25  cents  a  hundred  bales,  Mr.  Chairman,  is  so  msignificant — 
that  it  would  be  lost  in  the  shuffle. 

The  Chairman.  That  is  what  I  want  to  get  at.  I  want  the  prac- 
tical effect  of  it.  Theoreticallv  it  would  go  back  to  the  producer, 
but  in  practice  would  it  go  back  to  him? 

Mr.  Marsh.  No. 

The  Chairman.  All  right. 

Mr.  Marsh.  I  mean  it  would  simply  be  absorbed  in  the  general 
expenses  of  the  business. 

The  Chairman.  Now,  then,  I  think  you  want  to  take  up  para- 
graph 6  of  the  House  bill.    That  is  your  pro  forma  proposition. 

Mr.  Marsh.  No;  before  I  come  to  that,  Mr.  Chairman,  I  want  to 
speak  on  the  subject  of  the  method  of  fixing  the  differences. 

The  Chairman.  All  right. 

Mr.  Marsh.  The  provisions  of  the  House  bill,  if  I  may  be  per- 
mitted to  say  so,  seem  to  me  a  little  indeterminate  as  respects  the 
functions  of  the  Secretary  of  Agriculture.  That  is,  it  seems  to  me 
that  the  lines  are  not  sharply  drawn  as  to  what  he  must  do,  what 
he  may  do,  and  when  and  under  what  conditions  he  shall  take  cer- 
tain steps,  etc.  Under  the  provisions  of  that  section  as  it  now 
stands  we  should  have  a  situation  which  I  think  the  cotton  ex- 
changes could  not  possibly  deal  with,  and  before  giving  my  reasons 
let  me  say  what  seems  to  me  to  be  the  conclusion  derived  frc«n  the 
conditions  as  they  exist.  The  conclusion  I  arrived  at,  and  which  I 
think  has  been  arrived  at  by  members  of  the  New  York  Cotton  Ex- 
change who  have  studied  the  question,  is  that  the  determination  of 
the  differences  between  the  grades  should  be  left  entirelv  to  the 
Secretary  of  Agriculture,  that  the  whole  responsibility  should  be 
thrown  on  the  Secretary  of  Agriculture.    The  reason  for  that  is 
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that  if  the  Secretary  of  Agriculture  simply  designates  5  places  or 
8  places  or  10  places  in  the  South  and  leaves  it  to  the  cotton  ex- 
changes to  use  the  quotations  from  those  places,  the  cotton  exchanges 
will  certainly  be  in  a  position  of  having  mechanically  to  use  quota- 
tions many  of  which  they  know  do  not  represent  actual  transactions 
in  specific  grades  of  cotton  in  those  markets,  and  chances  for  manipu- 
lation come  in.  For  instance,  you  know  the  situation  to-day  with 
reeard  to  middling  cotton.  You  know  there  is  none.  Now,  let  us 
take  the  case  of  strict  middling  cotton.  Let  us  assume  that  one  of 
the  places  designated  by  the  Secretary  of  Agriculture  is  Little  Rock, 
Ark.  It  is  perfectly  possible  for  any  man  who  has  enough  at  stake 
to  go  into  Little  Rock,  Ark.,  and  without  buying  500  bales  of  cotton 
put  the  difference  between  middling  and  strict  middling  cotton  up  to 
10  cents  a  pound,  because  there  is  not  any  strict  middling  cotton  in 
Little  Rock,  Ark.  You  could  not  get  100  bales  there.  Now,  it  is  our 
feeling  that  we  ought  not  to  have  put  up  to  us  a  situation  of  that 
kind  to  deal  with. 

The  Chairman.  Now,  Mr.  Marsh,  is  that  exactly  correct?  Would 
not  that  difference,  under  the  terms  of  this  bill,  be  fixed  by  the  actual 
commercial  difference  in  the  value  thereof  established  by  the  sale  of 
spot  cotton  of  the  same  grade  ?  Now.  if  there  is  no  strict  middling 
cotton  in  Little  Rock,  Ark.,  there  could  not  be  any  sale  of  that. 

Mr.  Marsh.  He  gets  10  bales  of  strict  middling  cotton  in,  we  wUl 
say,  Liverpool,  and  ships  it  to  Little  Rock,  Ark.,  for  the  very  purpose. 

Mr.  Rice.  Or  the  operator  holds  that  amount  on  hand  for  the  very 
purpose  of  making  up  for  that  difference. 

Mr.  Marsh*  That  is  a  better  statement. 

The  Ctt AIRMAN.  I  see  your  point  I  confess  I  have  had  fear  of  this 
proposition  myself,  and  I  would  like  to  hear  vour  suggestions. 

Mr.  Marsh.  It  is  our  opinion,  then,  that  if  the  Secretary  of  Agri- 
culture simply  designates  the  places  whose  quotations  must  be  used 
in  an  average  by  us^  we  shall  be  put  in  a  position  which  is,  to  use  Mr. 
John  Hill's  expression,  algebraic,  or  possibly  something  a  great  deal 
worse  than  algebraic,  and  that  the  only  result  would  be  a  succession 
of  scandals.  Honestly,  that  is  what  we  think  would  happen — ^that 
there  would  be  a  succession  of  scandals. 

The  Chairman.  Would  you  give  the  Secretary  of  Agriculture 
plenary  power  to  fix  these  differences? 

Mr.  Marsh.  The  logic  of  this  proposition  requires  that,  in  my 
opinion,  Mr.  Chairman. 

The  Chairman.  Would  you  be  afraid  to  give  the  Secretary  of  Agri- 
culture the  tremendous  power  or  would  you  trust  him,  as  we  have 
had  to  trust  him  in  other  matters? 

Mr.  Marsh.  Mr.  Chairman,  I  should  not  be  afraid  to  give  him  dis- 
cretion, but  if  I  were  the  Secretary  of  Agriculture  and  it  was  put  up 
to  me  to  do  this,  I  should  resign  within  10  minutes. 

The  Chairman.  Now,  that  being  the  case,  and  assuming  that  all 
of  us  are  human  in  the  same  degree,  you  would  not  be  in  favor  of  this 
section  at  all  on  any  kind  of  system? 

Mr.  Marsh.  The  logic  of  this  legislation  demands  it,  Mr.  Chair- 
man. 

The  Chairman.  I  know,  but  if  the  logic  of  a  proposition  leads  you 
to  a  conclusion  which  makes  it  impossible  for  any  man  to  accept  the 
ren>onsibility,  then  the  other  logic  on  that  is  that  the  bill  itself  fails 
ana  that  the  legislation  is  illogical  and  ought  not  to  pass. 
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Mr.  Marsh.  I  am  not  ready  to  follow  you  in  that  syllogism,  Mr. 
Chairman. 

The  Chairman.  It  seems  to  me  it  is  perfectly  conclusive. 

Mr.  Marsh.  I  do  not  think  we  need  go  so  far  as  that,  and  I  think 
the  Department  of  Agriculture  can  arrive  at  diflferences  which  the 
trade  can  use  on  the  cotton  exchanges. 

I  think  the  Department  of  Agriculture  will  undoubtedly  at  times 
cause  CTeat  disturbances  in  the  cotton  trade.  I  do  not  see  how  it  is 
avoidable  on  this  system.  But  in  conifirmation  of  my  argument  that 
this  should  be  put  up  to  the  Secretary  of  Agriculture  rather  than  left 
to  the  exchanges,  I  should  like  to  weary  the  committee  with  a  few 
letters  from  southern  cotton  exchangjes,  with  regard  to  the  method 
which  they  now  use  in  determining  differences. 

When  this  bill  came  into  our  hands  we  wrote  to  all  of  the  southern 
cotton  exchanges  and  boards  of  trade,  asking  them  what  they  actually 
had  now  in  the  way  of  practice  in  this  matter,  because  we  wanted  to 
find  out  what  we  should  ourselves  have  to  face — what  to  deal  wifli. 

Take  here  the  Memphis  Cotton  Exchange,  which,  as  the  mem- 
bers of  this  committee  will  remember,  has  adopted  and  sent  to  you 
a  memorial  bitterly  denouncing  the  New  York  Cotton  Exchange  by 
reason  of  the  contract  and  by  reason  of  the  fact  that  we  have  fixed 
differences,  as  they  call  them.  The  president  of  the  Memphis  Cot- 
ton Exchange  says,  in  a  letter  to  Mr.  Cone : 

Replying  to  your  Inquiry  of  7th  Instant,  I  would  say  that  the  differences  on 
and  off  middling  in  the  Memphis  market,  as  promulgated  by  the  regular  com- 
mittee on  classification  and  quotations  of  the  Memphis  Cotton  Exchange,  are 
made  at  three  fixed  periods  annually,  viz,  the  third  Thursdays  of  Septemba, 
NoTember,  and  Febmary. 

Mr.  Hetlin.  When  are  yours  made,  Mr.  Marsh  f 

Mr.  Marsh.  In  September,  November,  and  February. 

Mr.  Hetlin.  The  same  time? 

Mr.  Marsh.  Absolutely. 

The  irony  of  this  situation  is  to  some  extent  brought  out  by  the 
fact  that  the  Memphis  Exchange  adopted  and  filed  a  denunciation  of 
the  New  York  Exchange  for  having  fixed  differences  instead  of  com- 
mercial differences. 

I  inclose  you  carbon  copies  of  the  differences  prevailing  during  the  present 
season,  which  embraces  white  cotton  as  well  as  tinges  and  stains.  The  differ- 
ences are  based  on  actual  sales  of  spot  cotton  in  the  Memphis  market  on  set 
dates. 

No  cotton  was  produced  this  season  in  the  Memphis  territory  that  would  tail 
of  acceptance  on  the  United  States  Government  standards  because  of  trash  or 
color. 

As  to  your  Inquiry  for  an  estimate  of  amount  of  cotton  produced  In  this  terri- 
tory that  would  be  below  seven-eighths  inch  in  staple,  would  say,  in  a  nonnal 
year,  none,  and  in  a  drought  year,  5  per  cent. 

I  should  like  to  file  that,  with  its  inclosures,  with  the  committee. 
The  Chairman.  Without  objection,  it  will  be  received. 
(The  papers  referred  to  are  as  follows:) 

Memphis  Ootton  Exchange, 
Memphis,  Tenn,,  AprU  iff,  19H, 
Edward  K.  Ck)NE,  Esq., 

PreHdent  New  York  Cotton  Exchange,  New  York,  N.  Y. 

Deab  Sib:  Replying  to  your  inquiry  of  7th  instant,  I  would  say  that  tlie 
differences  on  and  off  middling  in  the  Memphis  market,  as  promulgated  by  the 
regnlar  committee  on  classification  and  quotations  of  the  Memphis  Cotton  Bz- 
change,  are  made  at  three  fixed  periods  annually,  viz,  the  third  Thuradaya 
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of  September,  November,  February.  I  inclose  you  carbon  copies  of  the  differ- 
ences prevailing  during  the  present  season,  which  embraces  white  cotton,  as 
well  as  tinges  and  stains.  The  differences  are  based  on  actual  sales  of  spot 
cotton  in  the  Memphis  market  on  said  dates. 

No  cotton  was  produced  this  season  in  the  Memphis  territory  that  would  fail 
of  acceptance  on  the  United  States  Government  standards  because  of  trash  or 
color. 

As  to  your  inquiry  for  an  estimate  of  amount  of  cotton  produced  in  this 
territory  that  would  be  below  seven-eighths  inch  in  staple,  would  say  in  a 
normal  year  none,  and  in  a  drought  year  5  per  cent. 
Very  respectfully, 

0.  A.  Lacy,  President. 

Differences  off  and  on  middling  in  the  Memphis  market  Sept.  22,  191S. 


MlddBng  fair 

Strict  good  middUzig . 

Qood  middling 

Strict  mlddlixig 

Middling 

Strict  low  middUng . . 

Low  xniddlizig 

Strict  Rood  ordinary. 

Good  ordinary 

Strict  ordinary 

Ordinary 


WWt^ 


On. 


11.00 

.76 

.50 

.26 

Basl3. 


Off. 


10.25 
.625 
.9375 

1.25 

1.76 

2.50 


Off  colored  and  light 
tinges. 


On. 


10.75 
.60 
.26 

Even. 


Off. 


10.25 
.50 
.876 
1  1876 

1  60 
226 

2  76 


Differences  on  and  off  middling  in  the  Memphis  market  Nov.  20,  191S. 


Middling  fSair 

Strict  good  middlfaig. 

Good  middling. 

Strict  middling 

Middling 

Strict  low  middling. . 

Low  middling 

Strict  good  ordinary.. 

Qood  ordinary 

Strict  ordinary 

Ordinary 


White. 


On. 


n.oo 

.76 

.60 

.20 

Basis. 


Off. 


SO.  26 
.76 
1.10 
1.60 
2.10 
2.76 


Light  tinged. 


On. 


10.60 

.26 

Even. 


Off. 


10.26 
.60 
.75 
L25 
1.60 
2.00 
2.60 
3.26 


Deep  tinged  and 
stained. 


On. 


Nominal. 
Bven. 


Ofl. 


10.25 

.60 

.76 

1.25 

L76 

2.26 

2.76 

Nominal. 

Nominal. 


Differences  on  arid  off  middling  in  the  Memphis  market  Fel>.  21,  191S. 
[As  promulgated  hy  the  committee  on  dassiflcatlon  and  quotations.] 


Middling  foir 

Strict  good  middling. 

Good  middling 

Strict  middling 

Middling 

Strict  low  middUng. . 

Low  middling 

Strict  good  ordinary . 

Good  ordinary 

Strict  ordinary 

Oediiiary 


White. 


On. 


11.35 

LOO 

.76 

.50 

Basis. 


Ofl. 


10.25 
.88 
L26 
L85 
2.30 
3.00 


Light  tinged. 


On. 


NomlnaL 

to.  50 

.25 

Even. 


Ofl. 


10.30 
.75 
L25 
L60 
2.20 
2.70 
3.45 


Deep  tinged  and 
stained. 


On. 


Nominal. 

to.  10 

Even. 


Ofl. 


10.40 

.76 

L36 

L85 

2.36 

2.86 

NomlnaL 

Nominal. 
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Mr.  Maguire.  Is  it  your  idea  that  the  Secretary  of  Agriculture  in 
making  up  these  quotations  would  take  into  consideration  his  fore- 
cast 01  the  crops,  the  supply  and  demand,  or  would  he  go  through 
a  mechanical  program,  simply  taking  the  quotations  of  several 
markets? 

Mr.  Marsh.  Under  the  provisions  of  this  biU  the  Secretary  of 
Agriculture  would  rely  upon  a  mechanical  average  of  quotations 
for  the  different  grades  of  cotton  made  in  a  certain  number  of 
markets  six  days  before  deliverv  day  on  the  cotton  exchange. 

Mr.  Maguire.  Do  you  think  the  Secretary  of  Agriculture  ought  to 
take  into  consideration  the  other  information  which  he  may  have? 

Mr.  Marsh.  Assuming  that  this  whole  thing  is  thrown  upon  the 
Secretary  of  Agriculture,  it  will  be  necessary  for  the  Secretary  of 
Agricultiu*e  to  issue  daily,  throughout  the  whole  year,  an  omdal 
statement  of  the  differences  between  grades,  because  cotton  is  being 
delivered  every  business  day  in  the  year,  and  those  who  are  to  de- 
liver six  days  from  to-day  must  have  had  the  Secretary  of  Agri- 
culture's statement  of  the  differences  between  grades.  Therenm) 
the  Secretary  of  Agriculture  will  be  called  upon  to  issue,  every 
single  day  or  the  year,  an  official  statement  of  differences  in  value 
for  all  the  grades  of  cotton. 

Mr.  Rice.  May  I  ask  Mr.  Marsh  a  question? 

The  Chairman.  Yes,  sir. 

Mr.  Rice.  Would  it  be  necessary,  Mr.  Marsh,  to  issue  the  bulletin 
every  day?  Why  not  issue  it  as  often  as  any  commercial  necessity 
may  arise  ? 

Mr.  MaIksh.  How  is  anyone  to  know  what  he  is  to  deal  with !  As 
these  things  all  reach  into  the  future,  how  is  anybody  going  to  know 
what  he  is  to  deal  with  unless  there  is  a  daily  statement? 

Mr.  Rice.  My  answer  to  that,  Mr.  Chairman,  would  be  that  the 
differences  on  the  exchanges  would  be  fixed  by  the  last  bulletin  issued 
by  the  department  until  nirther  change  is  made  by  the  department. 

Mr.  Heflin.  And  it  would  not  have  to  be  issued  every  day? 

Mr.  Rice.  I  do  not  think  so.  I  do  not  like  to  disagree  with  Mr. 
Marsh  on  that,  but  I  should  hardly  think  there  would  be  any  neces- 
sity for  it. 

Mr.  Marsh.  However,  it  would  amount  to  the  same  thing  in  prac- 
tice, because  the  Secretary  would  have  to  have  the  machinery  in  con- 
stant operation  to  be  ready  at  any  moment  of  any  day  to  make 
changes  if  new  conditions  arose. 

Mr.  Heflin.  Do  you  not  believe,  Mr.  Marsh,  that  there  ought  to  be 
some  Government  board  or  court,  or  whatever  you  might  call  it,  to 
settle  disputes  between  the  man  buying  and  the  man  selling  cotton 
as  to  the  paticular  grade?  For  instance,  suppose  a  spinner  would 
buy  100  bales  of  cotton  from  some  man  or  firm  or  cotton  merchant 
and  he  contracted  for  strict  middling  cotton,  and  the  man  selling 
comes  up  and  says,  "  Here  is  the  cotton."  The  spinner  takes  it  and 
looks  at  it  and  says,  "  That  is  not  the  OTade  of  cotton  I  bought.  That 
is  not  strict  middling."  He  says,  "mt  it  is;  every  expert  in" my 
section  that  I  have  had  to  go  over  it  says  it  is  and  that  it  does 
comply  with  the  contract.  It  is  strict  middling."  But  he  says, 
"It  is  not;  my  man  says  it  is  not."  There  is  a  difference  be- 
tween them  that  would  amount  to  a  great  deal  of  money  one  way 
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or  the  other  at  a  price  per  pound.  Should  they  not  have  a  court, 
disinterested,  to  classify  that  cotton  and  pass  upon  that  point  and  de- 
cide whether  the  man  selling  was  correct  or  whether  the  man  buying 
was  correct? 

Mr.  Mabsh.  The  logic  of  this  legislation,  Mr.  Heflin,  is  that  there 
should  be  such  a  body  or  such  a  governmental  court ;  and  in  that  con- 
nection I  would  say  that  the  New  York  Cotton  Exchange  would  not 
in  the  slightest  discourage  the  idea  of  having  the  classification  of  cot* 
ton  made  by  Government  classers.  It  would  relieve  the  exchange  of 
a  great  responsibility.  The  exchange  now  has  to  guarantee  the  buyer 
of  every  hundred  bales  of  cotton  that  the  grade  of  the  cotton  when 
delivered  to  him  is  correct. 

The  (Chairman.  Would  you  be  willing,  Mr.  Marsh,  that  the  con* 
elusions  of  these  Government  classifiers  should  be  prima  facie  evi- 
dence in  the  court  of  the  correctness  of  their  grading? 

Mr.  Mabsh.  I  do  not  see  how  they  should  be  other  than  that,  Mr. 
Chairman.  I  should  interpose  no  objection  to  that.  In  fact,  my 
mind  is  of  such  a  character  that  I  follow  the  logic  of  a  thing  through. 
and  the  logic  of  the  thing  is  that  you  are  going  to  take  this  out  oi 
the  hands  of  the  merchant.  Heretofore  when  there  has  been  a  con- 
troversy between  the  buyer  and  the  seller  of  cotton  they  have  gone 
to  somebody  outside  of  themselves,  some  disinterestea  people  in 
the  trade,  to  arbitrate  it.  That  has  been  the  regular  way  of  doing 
it  The  buyer  has  appointed  an  arbitrator  to  represent  his  interests 
and  the  seller  has  appointed  an  arbitrator  to  represent  his  interests, 
and  the  two  arbitrators  have  selected  another— an  umr>ire,  so  to 
speak — entirely  disinterested  and  disconnected  with  the  wnole  trans- 
action, and  the  three  arbitrators  have  had  to  determine  as  between  the 
buyer  and  the  seller. 

Mr.  Hkflin.  Who  determines  that  now  on  the  New  York  Ex- 
change? 

Mr.  Mabsh.  It  is  determined  exactly  in  that  way. 

Mr.  Heflin.  If  there  is  any  dispute  between  the  the  buyer  and  the 
seller  ? 

Mr.  Mabsh.  I  should  correct  that.^  When  there  is  dispute  as 
to  grade.  Of  course  there  can  be  no  dispute  as  to  grade  at  present, 
because  the  classification  committee  itself  determines  the  grade, 
though  there  is  in  the  classification  committee  an  appeal  from  the 
original  class.  In  the  classification  committee  two  members  of  the 
committee  pass  on  the  samples  in  the  first  instance.  If  the  classifica- 
tion which  they  render  is  not  satisfactory  to  the  holder  of  the  cotton 
he  appeals,  and  the  matter  is  then  taken  up  by  three  members  of  the 
classification  committee,  who  decide  whether  the  original  class  was 
right  or  not.  Now,  there  is  a  further  step.  If  the  receiver  of  that 
cotton  is  not  satisfied  he  in  his  turn  can  appeal  to  the  classification 
committee.  The  whole  matter  is  gone  over  again,  and  if  the  classi- 
fication committee  determines  that  a  mistake  has  been  made  they 
make  that  mistake  good  to  the  receiver  of  the  cotton  in  dollars  and 
cents. 

That  is  the  process  to-day. 

Mr.  IfaFLiN.  If  they  sustain  the  action  of  their  committee  and  this 
man  is  still  dissatisfi^,  that  is  the  end  of  it? 

Mr.  Mabsh.  That  is  the  end  of  it. 
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Mr.  Maouire.  In  this  Government  court  which  was  mentioned, 
you  would  not  contemplate  in  any  way  a  judicial  court  of  review, 
would  you  ? 

Mr.  Maksh.  It  would  be  in  the  nature  of  a  court  of  review. 

Mr.  Maguibe.  I  mean  of  th»  Government  authority  had  passed 
upon  it. 

Mr.  Mabsh.  No. 

The  Chairman.  You  would  make  that  final  ? 

Mr.  Marsh.  Certainly. 

Mr.  Maguire.  That  would  be  final! 

Mr.  Marsh.  Certainly. 

Mr.  Humphreys  of  Mississippi.  Mr.  Marsh,  if  this  bill  does  not 
provide  for  Government  classifiers,  would  you  still  say  that  the  logic 
of  this  legislation  would  call  for  a  Government  board  or  court,  as 
Mr.  Heflin  expressed  it  ? 

Mr.  Marsh.  Mr.  Humphreys,  I  am  naturally  prejudiced  against 
mixed  packs,  against  having  two  different  things  mixed  up  in.  the 
same  package.  I  do  not  believe  that  any  human  institution  ever 
works  well  having  the  Government  doing  a  part  of  it  and  some- 
body else  doing  the  rest  of  it,  or  having  someboay  else  doin^  tlie  first 
part  of  it  and  the  Government  then  stepping  in  to  finish  it  up.  It 
seems  to  me  vou  want  a  straight  bale  of  cotton,  so  to  speak — a  uni- 
form bale  of  cotton.  You  want  to  have  either  the  responsibility 
assumed  by  the  Government  and  the  whole  thing  taken  by  the  Gov- 
ernment on  its  shoulders,  or  you  want  to  leave  it  with  the  merchant. 
I  do  not  see  any  middle  course. 

Mr.  Humphreys  of  Mississippi.  You  think,  then,  that  even  if  the 
classifying  is  to  continue  to  be  done  by  the  agencies  provided  by  the 
several  exchanges,  that  in  view  of  the  fact  that  the  Government  has 
enumerated  the  different  grades  of  cotton  that  are  not  deliverable, 
therefore  the  Government  itself  ought  to  provide  some  arbitrators 
to  decide  whether  or  not  these  cottons  measure  up  to  that  prescribed 
standard  ? 

Mr.  Marsh.  Yes,  sir;  and  I  think,  Mr.  Humphreys,  in  that  coa- 
nection,  that  the  legislation  necessarily  ought  to  extend  far  beyond 
the  cotton  exchanges.  It  ought  to  extend  to  the  spinners  just  as  well 
as  to  the  cotton  exchanges ;  and,  in  fact,  a  ^ood  deal  of  this  proposed 
legislation  ought  to  be  extended  so  as  to  include  the  cotton  manu- 
facturers in  it. 

Mr.  Humphreys  of  Mississippi.  Well,  I  do  not  know  what  that 
means. 

Mr.  Marsh.  There  is  no  inherent  difference,  Mr.  Humphreys,  in 
the  character  of  the  transaction,  whether  you  sell  100  bales  of  cotton 
for  delivery  in  New  York  on  a  cotton-exchange  contract  or  sell  it 
to  Mr.  Parker  for  delivery  at  Greenville,  S.  C,  on  a  mill  contract,  is 
there? 

Mr.  Hawley.  Do  you  believe  in  Federal  inspection  on  grading  all 
along  the  line? 

Mr.  Marsh.  Yes;  that  is  the  only  logical  conclusion.  You  are 
taking  it  out  of  the  hands  of  the  merchant. 

Mr.  Humphreys  of  Mississippi.  I  am  not  myself  qualified  to  an- 
swer these  questions  very  much ;  but  to  me  it  appears  that  there  is  a 
very  material  difference  between  the  two  cases,  because  if  a  producer 
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makes  a  contract  to  sell  cotton  to  the  mill  man,  that  contract  is  cer- 
tainly for  a  specific  grade. 

Mr.  Marsh.  Yes;  but  at  the  present  time  that  contract  allows 
some  give  and  take  in  the  cotton  delivered ;  but  if  we  are  going 

Mr.  Humphreys  of  Mississippi  (iriterposing).  The  contract  on  the 
cotton  exchange  is  for  basis  middling. 

Mr.  Marsh.  Yea 

Mr.  Humphreys  of  Mississippi.  Now,  I  may  be  entirely  wrong 
about  this,  and  I  would  not  hke  to  put  my  opinion  against  yours 
and  that  of  others  who  have  made  statements  on  the  subject,  and  who 
are  more  expert  than  I  am,  but  it  seems  to  me  that  there  is  a  very 
material  dinerence  there. 

Mr.  Marsh.  I  confess  that  I  can  not  see  it,  Mr.  Humphreys. 

Mr.  Humphreys  of  Mississippi.  Well,  you  may  be  right  and  I  may 
be  wrong. 

The  Chairman.  It  seems  to  me  that  the  difference  is  that  your 
contract  on  the  cotton  exchange  is  for  basis  middling,  under  which, 
under  the  terms  of  the  bill,  you  would  deliver  any  one  of  the  eight 
or  nine  grades ;  whereas  when  a  mill  man  buys  100  bales  from  a  farmer 
for  delivery  at  a  future  time,  the  contract  specifies  a  particular  grade 
to  be  delivered. 

Mr.  Marsh.  Mr.  Chairman,  I  suppose  that  three-fourths  of  all 
the  contracts  made  by  southern  manufacturers  are  basis  contracts. 

The  Chairman.'  Made  with  the  farmers? 

Mr.  Marsh.  The  contracts  made  with  the  local  cotton  merchants. 

The  Chairman.  The  contracts  made  with  the  local  merchants  are 
basis  contracts? 

Mr.  Marsh.  Yes;  they  are  not  basis  contracts,  of  course,  with 
anything  like  as  wi^e  a  ilivery  range  as  cotton  exchange  contracts. 

The  Chairman.  Well,  that  is  the  difference  that  Mr.  Humphreys 
and  I  are  speaking  of. 

Mr.  Humphreys  of  Mississippi.  You  see  the  case  is  this:  Here  is 
the  great  economic  agency  that  is  employed  by  all  those  that  are  en- 
caged in  the  cotton  business — ^I  mean  the  exchanges.  It  might  there- 
fore be  desirable  that  the  Government  regulate  the  transactions  on 
those  exchanges,  where  it  would  be  entirely  undesirable  for  the  Gov- 
ernment to  undertake  to  interfere  in  the  least  with  private  contracts, 
for  the  purchase  and  sales  of  cotton  between  private  individuals. 

Mr.  Marsh.  That  is  entirely  possible,  Mr.  Humphreys,  and  I  do 
Dot  mean  to  deny  that  it  is  possible.  I  will  say  this  again,  however, 
that  the  logic  of  this  legislation  is  such  that,  before  Congress  gets 
through  with  it — ^not  this  Congress,  necessarily,  but  before  this  or 
succeeding  Congresses  get  through  with  it — ^if  you  proceed  along  this 
line,  you  are  going  to  be  forced  to  take  in  all  spinners*  contracts,  all 
contracts  between  merchants  and  spinners  for  cotton  made  in  this 
country.  You  can  not  draw  the  line,  and  you  can  not  stop  yourselves; 
the  thing  will  drive  you  on. 

The  Chairman.  Well,  Mr.  Marsh,  I  think  those  who  are  re- 
sponsible for  this  bill  have  answered  the  very  suggestion  that  you 
are  making,  by  the  introduction  of  the  wading  proposition.  We 
see,  of  course,  the  logic  of  the  situation.  We  are  taking  up  this  bill 
before  the  grading  bill  is  taken  up,  because  it  seems  to  be  at  this 
moment  a  more  pressing  necessity.    It  is  going  to  be  necessary — ^and 
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I  take  it  that  these  southern  gentlemen  will  agree  with  me  aboat 
that — to  educate  the  people  of  the  South  to  grading  and  inspection. 
That  subject  has  never  been  discussed  in  the  Soum  to  any  extent. 
1  have  discussed  it,  in  my  own  State,  for  the  past  two  }rears.  I  be- 
lieve that  I  am  possibly  the  only  man  who  has  discussed  it  there. 

Mr.  Hefun.  And  that  is  why  it  is  important  to  work  on  it  now, 
so  that  they  will  understand  it  when  the  next  croj)  gets  on  the  market. 

The  Chairmak.  I  think  you  are  right.  I  thimc  the  whole  logic 
of  the  situation  is  for  Congress  to  do  what  Mr.  Haugen  has  in  mind 
with  regard  to  grading  and  inspection. 

Mr.  Haugen.  I  do  not  feel  llKe  "  butting  in,''  Mr.  Chairman,  at  all, 
on  this  question,  as  I  know  little  about  Uie  grading  and  inspection 
of  cotton ;  I  think  that  the  people  who  are  familiar  with  that  subject 
should  decide  as  to  that.  But  I  am  very  much  interested  in  the  grad- 
ing and  inspection  of  grain;  and  when  it  comes  to  Government  in- 
spection of  grading,  I  think  it  applies  just  as  much  to  one  com- 
modity as  it  does  to  another. 

The  Chairmak.  Exactly. 

Mr.  Haugen.  And  the  contention  is  this,  that  the  cotton  or  the 
grain  merchant  ship  to  the  terminal  and  sell  his  grade.  The  ques- 
tion is,  Who  shall  determine  what  that  grade  is?  Is  it  to  be  deter- 
mined by  the  commission  man  or  by  some  one  whom  he  has  influence 
over,  or  are  we  going  to  have  some  Federal  authority  to  determine 
the  grade  of  that  particular  article,  whether  it  be  grain  or  cotton?  I 
think  there  is  some  misunderstanding  on  this  subject.  The  general 
belief  seems  to  be  that  it  will  be  necessary  to  place  the  Government 
inspector  at  every  gin  or  farm  in  the  United  States. 

The  Chairman.  Of  course  that  is  not  necessary. 

Mr.  Haugen.  No.  The  shipper  ships  his  cotton  to  the  terminal, 
and  we  will  pi^ovide  the  inspectors  at  the  terminal,  and  if  there  is  any 
question  between  the  merchants  and  the  farmers,  that  question  can 
be  determined  at  the  terminal. 

The  Chairman.  I  would  like  to  say,  Mr.  Haugen,  that  there  is  so 
much  sentiment  in  the  West,  and  so  much  information  gathered  there 
with  respect  to  the  grading  and  inspection,  that  there  are  pretty  well 
developed  lines  of  tnought  on  the  subject ;  and  I  will  say  to  you  that 
I  am  going  to  listen  with  great  interest  to  the  discussion  on  the  grain 
grading  and  inspection  there  next  week  before  this  committee,  in 
order  to  make  up  my  mind  more  fully  on  the  cotton  grading  proposi- 
tion, which  we  hope  to  bring  up  in  the  future. 

Mr.  Haugen.  Well,  I  am  glad  to  have  Mr.  Marsh's  opinion  on  the 
subject  of  cotton  grading. 

The  Chairman.  Yes ;  we  are  very  glad  to  hear  him. 

Mr.  Haugen.  The  fact  is  that  a  number  of  farmers'  exchanges  have 
expressed  themselves  in  favor  of  the  grading  and  inspection^  and  a 
number  have  been  opposed  to  it,  and  1  think  it  is  a  good  thing  for 
us  to  have  the  opinion  of  the  exchanges. 

Mr.  Moss.  I  tnink  Mr.  Marsh  should  also  give  his  opinion  as  to 
whether,  if  the  Government  itself  establishes  the  stardard  or  grade 
but  does  not  itself  appoint  the  graders,  the  grading  is  going  to  be 
affected.  I  think  I  catch  Mr.  Hau^n's  thought,  either  as  to  cotton 
or  as  to  grain,  it  is  the  thought  that  if  the  Government  establishes  the 
grade,  and  yet  leaves  the  exchanges  to  try  it  out,  it  will  not  be 
effective. 
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The  Chairman.  I  think  we  all  have  that  idea  correctly. 

Mr.  Mabsh.  May  I  answer  the  two  questions  together?  With  re- 
gard to  Mr.  Haugen's  (question  with  regard  to  the  grading  bilL  it  is 
my  belief,  and  the  belief  of  the  memters  of  the  New  York  Cotton 
Exchange  who  have  ^ven  the  matter  attention,  that  the  grading 
bill  is  absolutely  indispensable  in  connection  with  the  cotton  ex- 
change bill  and  should  be  amalgamated  with  it,  and  that  unless 
the  grading  bill  is  passed  as  a  substantial  part  oi  the  same  legisla- 
tion, there  is  going  to  be  such  confusion,  such  irritation,  and  such 
animosity  aroused  by  what  will  happen  as  a  result  of  the  application 
of  this  House  bill  regulating  cotton  exchanges,  that  we  shall  all  be 
up  in  the  air  and  in  a  termoil  for  the  next — ^I  do  not  know  how  many 
years.  That  the  two  bills  ought  to  be  amalgamated  right  at  the 
start,  and  unless  you  do  amalgamate  them  ri^ht  at  the  start  you  are 
going  to  plunge  the  whole  cotton  industry  into  confusion;  and  we 
believe  that  you  would  run  the  risk  of  starting  movements,  the  nature 
of  which  you  can  not  foresee,  and  that  nobody  can  foresee. 

Mr.  Heflin.  Do  you  mean  the  Smith  bill,  the  Senate  bill,  or  the 
Lever  bill  ? 

Mr.  Massh.  No,  sir ;  I  mean  the  two  Lever  bills ;  the  one  dealing 
with  cotton  exchanges.  House  bill  15818,  and  the  bill  providing  for 
the  enforcement  of  the  standard  of  cotton — ^H.  R.  14492.  Those  two 
bUls,  we  tiiink,  ought  to  be  combined. 

Mr.  Hefun.  Now,  Mr.  Marsh,  right  there 

Mr.  Marsh.  Excuse  me  a  moment ;  let  me  finish  my  thought.  With 
regard  to  the  effectiveness  of  this  grading  I  will  say  that  for  the  first 
few  years — ^probably  10  years — the  grading  will  be  very  uneven,  will 
be  very  unsatisfactory,  and  will  give  rise  to  a  great  deal  of  trouble. 

I  can  not  better  illustrate  that  than  by  calling  attention  to  what  has 
happened  in  the  Department  of  Agriculture  with  regard  to  the 
standard  grades  of  cotton.  The  standard  types,  or  boxes  of  grade, 
which  are  now  being  produced  in  the  Department  of  Agriculture,  in 
the  judgment  of  men  like  Mr.  Millett,  th^  man  upon  whom  we  rely 
the  most  for  the  quality  of  cotton ;  according  to  Mr.  Cairns,  who  has 
had  30  years  of  experience  in  Liverpool,  in  the  South,  and  in  New 
York,  in  the  handling  of  cotton  and  is  one  of  the  best  judges  of  cot- 
ton in  the  world ;  according  to  the  judgment  of  those  men,  the  stand- 
ard types  now  being  turned  out  by  the  Department  of  Agriculture 
are  as  good  as  human  skill  can  produce.  They  said  so  yesterday. 
They  went  over  there  yesterday ;  thev  examined  them  yesterdav  and 
said  last  night  to  the  president  of  tne  New  York  Cotton  Exchange 
and  myself  that  human  skill  could  not  produce  anything  better. 

The  Chairman.  We  are  very  glad  to  have  you  make  that  state- 
ment, Mr.  Marsh. 

Mr.  Mabsh.  But  it  is  now  four  years  since  the  first  Government 
standard  types  were  prepared,  and  it  has  taken  those  four  years  for 
the  Department  of  Agriculture  to  learn  the  trick.  We  have  got  in 
our  possession — in  the  possession  of  the  New  York  Cotton  Ex- 
change— sets  of  Government  standard  types  of  cotton  which  are  sold 
at  variance  with  each  other;  that  the  value  of  cotton  delivered  on 
some  of  the  types  would  vary  $5  a  bale.  In  Boston  at  this  moment 
the  Cotton  Brokers'  Association  has  a  set  of  Government  types  for- 
warded from  Washington,  and  a  large  cotton  firm  has  another  set 
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forwarded  from  Washington  two  years  ago,  and  the  two  types  are 
no  more  alike  than  a  duck  is  like  a  goose. 

Now,  the  moral  of  that  is  not  that  the 'Department  of  Agriculture 
is  inefficient,  or  that  it  is  not  doing  its  duty,  or  is  not  to  be  depended 
upon.  The  moral  of  that  is  that  this  is  a  business  which  takes  years 
to  become  efficient  in.  It  has  taken  them  four  years  to  get  efficiency, 
and  they  have  got  it.  It  is  now  agreed,  by  the  best  judges  of  cotton 
that  I  know  of  on  the  face  of  this  earth  tnat  they  have  got  efficient; 
they  have  got  it,  but  it  has  taken  them  four  years  to  get  it. 

Now,  you  speak  about  the  efficiency  of  Government  classers  of  cot- 
ton, or  classers  of  cotton  all  over  the  South.  In  the  Department  of 
Agriculture  you  are  dealing  with  a  small  number  of  trained  men — 
men  of  unusual  ability;  and  it  has  taken  them  four  years. 

Something  was  said  about  Government  inspection  of  cotton 
throughout  the  entire  South.  It  is  going  to  require  a  staff  of  at 
least  6,000  classers,  even  on  the  basis  of  Mr.  Haugen's  statement  that 
the  cotton  is  to  be  classed  at  the  terminal  points,  and  not  at  every  giiL 
Of  course,  if  you  have  it  classed  at  all  the  gins  throughout  the  South, 
it  will  take  27,000  classers,  because  there  are  2T,000  pins. 

Mr.  Haugen.  How  many  terminals  did  you  say  there  were? 

Mr.  Mabsh.  At  least  6,000. 

The  Chairman.  What  do  you  mean  by  a  "  terminal "  ? 

Mr.  Marsh.  I  mean  the  point  at  which  the  cotton  is  concentrated 
from  the  gins.  Those  are,  in  the  cotton  trade,  terminal  points,  be- 
cause it  is  from  those  points  that  the  cotton  starts  on  its  journey  to 
Europe,  or  to  New  England,  or  to  the  southern  mills,  or  to  Japan,  or 
wherever  the  cotton  may  be  going.  The  cotton  is  never  looked  at 
after  it  leaves  one  of  tliose  concentration  points  until  it  reaches  its 
destination. 

The  Chairman.  Are  those  the  points  that  you  call  the  primary 
markets  ? 

Mr.  Marsh.  They  are  not  necessarily  primary  markets  at  alL 
They  are  the  points  at  which  the  compresses  are  located. 

The  Chairman.  What  is  a  primary  market? 

Mr.  Marsh.  The  primary  market  is  the  point  at  which  the  fanner 
sells  his  cotton. 

The  Chairman.  The  first  one? 

Mr.  Marsh.  Yes. 

Mr.  Young.  Could  not  this  grading  proposition  be  handled  at  the 
compress  points  alone — ^I  do  not  know  now  it  is  in  other  States,  but 
take  it  in  our  State,  the  cotton  soes  first  to  the  compress. 

Mr.  Haugen.  How  many  of  these  terminals  did  you  say  there  were 
in  cotton? 

Mr.  Marsh.  I  do  not  know  exactly,  but  there  are  at  least  6,000. 

Mr.  Haugen.  Well,  it  would  not  be  necessary  to  put  an  inspector 
at  every  one  of  them.  In  the  first  place,  the  Senate  bill  provides 
for  putting  them  at  about  a  dozen  places 

Mr.  Marsh.  Mr.  Haugen,  cotton  is  leaving  every  one  of  these  points 
never  to  be  touched  or  looked  at  again  until  it  reaches  its  destination 
in  Europe,  or  in  New  England,  or  in  Japan,  or  in  Bombay.  How 
are  you  going  to  get  at  itf 

Mr.  Heflin.  I  did  not  understand  Mr.  Haugen  to  mean  that  the 
Government  would  have  to  have  classifiers  all  over  the  South,  four 
or  five  thousand  of  them;  it  would  only  be  in  case  there  was  a  dis- 
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pute  as  to  what  the  grade  is  that  they  would  be  called  upon.  There 
are  1,000  cotton  classifiers  in  the  South  who  can  say,  "  This  is  mid- 
dling cotton,  or  this  is  strict  middling,  etc ;  "  but,  as  1  understand,  Mr. 
Haugen's  idea,  it  was  to  have  some  Grovernment  board  to  settle  dis- 
putes. 

Mr.  Haugen.  The  Government  has  no  authority  to  deal  with  intra- 
state contracts ;  it  would  deal  with  contracts  that  enter  interstate  com- 
merce. You  may  have  only  a  dozen  places,  and  that,  of  course,  would 
be  left  to  the  Secretary  of  Agriculture  to  determine  as  to  the  number 
of  places  and  the  number  of  inspectors  required.  That  is  my  idea ;  I 
may  be  mistaken. 

Mr.  Marsh.  Well,  approximately  only  10  per  cent  of  the  cotton 
would  be  accessible  to  the  inspectors  under  those  conditions. 

Mr.  Haugen.  But  it  is  up  to  the  States  to  look  after  their  own 
interests  and  make  their  own  inspections. 

Mr.  HuMPHKEYS  of  Mississippi.  May  I  ask  this  question?  Even 
granting  that  the  Government  supplied  a  competent  inspector  and 
put  him  at  every  compress  m  the  country,  would  that  answer  the 
purpose  that  Mr.  Callaway  suggested  here  the  other  day  ?  To  make 
myself  clearer,  one  of  his  objections  was  that  every  man  that  came 
along  could  cut  out  a  pound  or  2  pounds  from  the  bale,  and  so  on. 
After  a  bale  is  compressed  no  samples  are  cut  out  of  it. 

Mr.  Mabsh.  Oh,  yes ;  indeed  it  is. 

Mr.  Humphreys  of  Mississippi.  After  the  bale  is  compressed? 

Mr.  Mabsh.  Certainly.  Every  time  the  bale  is  sold  a  sample  is 
taken  out  of  it. 

Mr.  Humphreys  of  Mississippi.  I  understood  that  after  it  was 
compressed  it  was  then  shipped  off  to  the  ultimate  markets 

Mr.  Marsh.  It  may  be  compressed  and  not  be  shipped  to  the  ulti- 
mate market  for  months. 

Mr.  Humphreys  of  Mississippi.  I  may  be  mistaken,  but  I  do  not 
think  that  is  the  general  rule  in  my  State.  The  cotton  is  sampled,  and 
the  sample  is  taken  to  the  brokers — ^the  buyers'  oflice — ^and  the  bale 
of  cotton  is  compressed  afterwards  as  a  general  rule. 

Mr.  Marsh,  Mr.  Humphreys,  I  know  of  approximately  80,000 
bales  in  a  sin^  warehouse  in  Houston,  Tex.,  to-day,  and  I  suppose, 
every  bale  of  it  is  compressed.  It  is  in  stora^  tiiere.  It  was  com- 
pressed because  storage  was  saved  by  compressmg  it.  Now,  of  course, 
it  is  true  that  the  great  bulk  of  the  cotton  crop — 70  or  75  or  80  per 
cent  of  the  crop — amoved  forward  in  the  active  shipping  season,  and 
it  is  goin^,  prooably,  as  fast  as  it  is  compressed,  on  through  bills  of 
lading  to  its  destination.  But  you  are  dealing  with  such  an  inmiense 
affair,  so  many  million  upon  millions  of  bales,  that  even  if  75  per 
cent  of  the  crop  does  that,  vou  still  have  got  from  4,000,000  to  5,000,- 
000  bales  left  tnat  do  not  do  it. 

The  Chairman.  Mr.  Marsh,  how  many  primary  markets  are  there 
in  the  United  States  for  cotton?    Have  you  any  idea? 

Mr.  Marsh.  Well,  there  are  at  least  27,000.  Wherever  there  is  a 
ginplant  there  is  a  primary  market. 

The  Chahiman.  At  least  27,000;  all  right.  Mr.  Marsh,  if  you 
will  pardon  me,  Mr.  Bice  says  that  he  must  catch  a  train  for  New 
York,  and  that  he  would  like  to  make  a  statement  of  not  over  five 
minutes,  after  which  we  will  hear  you  further. 


1196 


BEGULATIOK  OF  COTTON  BXCHANGBS. 


Mr.  Rice.  I  do  not  want  that  much  time.  All  I  desire  to  say  is 
this :  I  am  neither  an  economist  nor  a  logician  like  Mr.  Marsh,  nor 
a  mathematician  like  Mr.  Hill.  But  I  am  one  of  the  men  who  has 
been  working  for  a  good  long  time  and  working  very  hard  in  an  effort 
to  get  into  the  by-laws  of  the  New  York  Cotton  Exchange  a  con- 
tract that  would  meet  the  sentiment  of  the  Government  at  Wash- 
ington, as  far  as  we  could  ascertain  what  that  sentiment  was. 

We  are  now  working  on  a  new  contract  to  be  put  into  effect  as 
soon  as  we  can  do  so.  For  that  reason,  I  am  personally  very 
anxious  to  have  some  legislation  adopted  that  will  permit  us  to  go 
ahead  and  complete  that  work.  In  my  own  opinion  there  are  only 
two  real  questions  that  cause  trouble  about  the  New  York  cotton 
market. 

One  is  the  question  of  standards,  and  the  other  is  the  question  of 
the  method  of  fixing  conditions. 

Our  standards  have  been  too  low ;  there  is  not  any  question  about 
that,  in  my  opinion,  though  other  gentlemen  here  do  not  agree 
with  me  as  to  that. 

The  fixed-difference  method  I  do  not  believe  in.  But  with  the 
removal  of  those  two  troubles  you  have  cured  practically  every  de- 
fect that  you  are  aiming  to  cure  on  the  New  York  Cotton  Exchange. 

The  Department  of  Agriculture  should,  by  all  means,  fix  the  dif- 
ferences and  should  be  unrestricted  in  its  methods  of  obtaining  in- 
formation for  that  purpose. 

That  is  all  I  desire  to  say,  Mr.  Chairman. 

The  Chairman.  In  other  words,  you  are  in  line  with  the  general 
tenor  of  these  regulatory  bills  ? 

Mr.  Rice.  Yes,  sir.  I  forgot  to  say  that  I  think  that  seven-eighth- 
inch  minimum  staple  is  too  restrictive. 

The  Chairman.  What  would  you  suggest? 

Mr.  Rice.  I  would  suggest  a  compromise  and  make  it  three- fourtLs 
inch  staple  and  stop  there. 

The  Chairman.  All  right;  we  thank  you  for  your  statement 

Mr.  Young.  Mr.  Marsh,  you  have  made  some  reference  as  to  an 
investigation  as  to  the  cost  to  the  farmer  of  growing  a  pound  of 
cotton  on  the  farm.  I  would  like  you  to  tell  the  committee  the  con- 
clusion which  you  reached  as  a  result  of  that  investigation. 

Mr.  Marsh.  The  conclusion  I  reached  is  that  the  cost  on  the  farm 
is  approximately  lOJ  cents  per  pound,  which  means,  on  the  average^ 
at  least  approximately  lO^f  cents  per  pound  at  the  ports. 

Mr.  Young.  Yes ;  I  desired  that  simply  as  a  matter  of  information. 

(Thereupon,  at  12.30  o'clock  p.  m.,  the  committee  took  a  recess 
until  2  o'clock  p.  m.) 


AFTER  RECESS. 


The  committee  reassembled,  pursuant  to  the  taking  of  recess. 

STATEMENT  OF  MB.  ABTEUB  B.  MABSH— Continned. 

Mr.  Marsh.  Mr.  Chairman,  I  want  to  ask  permission  to  place  in 
the  record,  without  reading  them  and  taking  the  time  of  tne  com* 
mittee^.the  letters  which  we  have  received  from  various  cotton  ex- 
changes in  the  South  relative  to  the  manner  in  which  they  actually 
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do  fix  differences.  I  think  the  information  contained  in  these  letters 
will  be  useful  to  the  committee  and  will  serve  as  justification  for 
gome  of  the  statements  I  have  made ;  but  it  would  be,  I  think,  a  waste 
of  time  to  read  the  letters  in  full. 

They  cover  practically  all  of  the  markets  that  would  be  likely  to  be 
chosen  or  picked  by  the  Secretary  of  Agriculture  as  markets  to  be 
•used  for  fixing  differences. 

The  Chairman.  Without  objection,  they  will  be  inserted  in  the 
record. 

(The  papers  above  referred  to  will  be  found  at  the  conclusion  of 
Mr.  Marshes  statement.) 

The  Chairman  (continuing).  Mr.  Marsh,  you  may  proceed  in 
your  own  way,  keeping  in  mind  we  are  pressea  for  time  this  after^ 
noon. 

Mr.  Marsh.  Yes.  I  want,  first,  to  speak  very  briefly  a  little  fur- 
ther on  the  subject  of  Government  standard  grades.  At  present, 
with  the  exception  of  New  Orleans — and  there  for  contract  delivery 
purposes  only — ^no  southern  cotton  exchange  is  using  actually  the 
standard  Government  grades.  Several  of  them  have  adopted  them, 
but  none  are  actually  using  them,  and  it  was  explained  at  the  con- 
ference with  the  Secretary  of  Agriculture  some  months  ago  by  the 
representatives  of  these  southern  exchanges  that  it  was  not  possible 
for  them  to  use  them  because  they  did  not  cover  all  the  varieties  of 
cotton  which  had  to  be  dealt  with  in  those  markets.  I  have  here,  for 
instance,  a  letter  from  the  Savannah  Cotton  Exchange  in  which  is 
the  statement,  so  far  as  the  United  States  Government  standards  are 
concerned,  "they  are  made  up  from  the  type  of  cotton  that  is  not 
produced  in  this  section."  Now,  I  think  tliat  is  an  overstrong  state- 
ment, but  it  is  imquestionably  the  case  that  the  Government  types, 
standard  types,  as  they  exist  to-day  do  not  represent  tiie  varieties  ot 
cotton  that  have  to  be  dealt  with  practically  by  the  cotton  trade. 
The  practical  adoption  of  these  standard  types  by  the  southern  ex- 
changes is  obviously  an  essential  prerequisite  to  the  fixing  of  the 
differences  in  those  markets.  If  the  Memphis  Exchange  is  not  using 
the  Government  standard  types  in  practice  in  that  market,  it  is 
virtually  impossible  to  get  dmerences  by  the  Memphis  Exchange  on 
transactions  in  spot  cotton  in  Memphis  which  will  reflect  differences 
based  on  the  Government  types. 

That  is  also  true,  of  course,  in  Charleston  and  Savannah,  and  in 
fact  in  all  of  the  markets. 

Now,  we  feel  that  there  should  be  an  enlargement  of  the  Govern- 
ment types  of  such  a  character  as  to  make  them  representative  of  the 
various  cottons  which  are  practically  dealt  in  in  all  the  important 
spot  markets  of  the  South,  so  that  those  markets  will  use  them  prac- 
tically— and  not  adopt  them  formally  and  then  not  put  them  into 
practical  use,  but  adopt  them  practically. 

Mr.  Hawuby.  What  specific  changes  would  you  suggest  in  the 
Government  grades? 

Mr.  Marsh.  The  upland  cottons,  as  is  indicated  by  this  letter  from 
the  president  of  the  Savannah  Exchange,  have  teen  in  the  older 
sets  of  Government  standard  types  very  inadequately  represented. 
There  are  cottons  produced  to  the  extent  of  millions  of  bales  in  the 
Atlantic  States  which  really,  under  the  statutory  requirement  that 
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the  Government  types  should  be  followed,  would  have  to  be  excluded 
from  delivery  on  contract.  For  instance,  there  is  produced,  in  many 
seasons  in  the  Atlantic  States  a  character  of  cotton  known  as  blue 
cotton,  or  blue-gray  cotton,  which,  so  far  as  the  mere  trash,  leaf,  and 
so  on,  contained  in  the  cotton  is  concerned,  may  be  matched  up 
against  the  Government  types,  but  which,  on  the  color  and  character 
01  the  cotton,  would  be  thrown  out  from  delivery  on  the  ground  that 
it  does  not  match  the  types.  Mark  you,  in  the  New  York  Cotton  Ex- 
change to-day  and  in  the  New  Orleans  Cotton  Exchange  -to-day 
where  we  are  proceeding  not  under  statutory  requirements  but  on 
the  custom  of  the  trade,  we  can  deal  with  those  cottons.  We  do  deal 
with  them.  We  have  not  in  the  New  York  Cotton  Exchange  any 
type  of  upland  blue  cotton.  We  adjust  the  value  against  the  white 
types.  And  that  is  the  custom  of  the  trade  which  we  are  following 
now,  but  you  are  going  to  substitute  for  the  custom  of  the  trade  a 
statute  and  you  are  going  to  put  the  thing  in  such  a  position  that  we 
have  got  to  do  this  work  rigidly. 

Mr.  Hawley.  Supposing  a  statute  is  to  be  adopted,  what  would 
you  suggest  should  go  into  the  statute? 

Mr.  ]y£^RSH.  I  should  suggest  that  the  Secretary  of  Agriculture  be 
instructed  and  authorized  to  inquire  as  to  the  substantial  varieties 
of  cotton  grown  all  over  the  South  and  make  such  provision  in  them 
for  the  standard  types  as  in  his  opinion  will  make  tne  standard  types 
representative  of  the  cottons  that  actually  are  produced. 

Mr.  Jacoway.  You  want  flexibility,  as  opposed  to  what  you  term 
rigidity  ? 

Mr.  Marsh.  I  want  flexibility,  and  I  am  quite  willing  to  leave  to 
the  Department  of  Agriculture  that  the  Department  of  Agriculture 
be  simply  given  authority  and  be  directted  to  make  an  inquiry  itself  as 
lo  the  di&rent  varieties  of  importance,  and  proper  types  in  such 
manner  that  those  cottons  will  oe  represented. 

Mr.  Jacoway.  And  you  said  something  yesterday  regarding  a 
rigid  statutory  regulation,  and  that  when  you  crossed  the  danger 
line  certain  results  will  follow. 

Mr.  Marsh.  Yes. 

Mr.  Jacoway.  As  I  gathered  from  your  argument  yesterday,  that 
result  would  be  detrimental  to  the  trade  as  you  view  it  now  ? 

Mr.  Marsh.  Yes ;  that  would  be  detrimental  to  the  trade  and  detri- 
mental to  the  producers  of  cotton. 

Mr.  Hawley.  Mr.  Marsh,  do  you  think  there  should  be  a  set  of 
tvpes  of  upland  cotton  and  a  separate  set  of  standard  types  of 
gulf  cott<m  ? 

Mr.  Marsh.  That  has  been  my  opinion,  Mr.  Hawley,  although  as 
a  practical  cotton  man  I  can  see  the  possibility  of  adjusting  the  mat- 
ter without  absolutely  making  different  sets  of  types. 

Mr.  HAWLEr.  By  following  the  suggestion  you  made  a  moment 
ago,  by  giving  the  discretion  to  the  Secretary  of  Agriculture? 

Mr.  Marsh.  By  giving  the  discretion  to  the  Secretary  of  Api- 
culture to  make  up  such  types  as  he  finds,  after  an  investi^tion 
of  the  varieties  oi  cotton  that  actually  have  to  be  dealt  with  by 
the  trade  will  facilitate  the  classifying  of  that  cotton  according  to 
or  on  the  basis  of  the  Gh)vernment  standard  types.  I  am  simply  try- 
ing to  suggest  that  the  legislation  should  not  put  the  whole  trade 
into  a  hole,  should  not  leave  us  where,  dealing  with  specific  pro- 
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visions  of  a  statute,  we  are  robbed  of  the  elasticity  of  our  present 
system  and  so,  consequently,  cut  off  from  dealing  at  all  with  a  con- 
siderable quantity  of  cotton  out  of  each  crop. 

To  illustrate  still  further  what  I  mean,  suppose  Col.  Thompson 
wants  to  take  up  200,000  bales  of  cotton  in  contracts  on  New  York. 
Suppose  the  Government  standard  types  are  such  as  they  now  are, 
without  representation  of  these  other  varieties.  If  anyoody  were 
to  deliver  to  Col.  Thompson  any  varieties  that  did  not  exactly  match 
up  against  the  Government  types  I  believe  Col.  Thompson  could  go 
into  court  and  compel  the  deliverer  to  take  back  what  he  had  de- 
livered, paying  a  penalty,  such  penalty  as  might  be  established  for 
default  in  the  by-laws  of  the  exchange,  and  substitute  cotton  that 
exactly  matched  the  Government  types. 

Mr.  Hawley.  If  such  a  condition  prevailed,  would  contracts  be 
made?     Wouldn't  it  induce  a  man  not  to  make  contracts? 

Mr.  Mabsh.  In  my  opinion  it  would  be  likely  so  to  reduce  the  use 
of  the  American  cotton  exchanges  as  to  throw  the  business  virtually 
all  into  the  foreign  markets. 

Mr.  Jacoway.  Mr.  Marsh,  from  your  testimony  and  the  testimony 
of  others,  so  far  as  I  can  gather  it,  it  would  be  a  physical  and  mental 
impossibility  to  make  a  lot  of  cotton  grade  up  exactly  with  these 
Government  types  that  are  sought  to  1^  established  here,  would  it 
not? 
Mr.  Mabsh.  In  a  sense  that  is  true,  sir. 
Mr.  Jacoway.  That  is  what  I  mean. 

Mr.  Massh.  In  a  sense  that  is  true,  but  in  another  sense  it  is  not 
quite  true.  It  is  a  fact  in  the  cotton  business,  that  exact  matching 
is  extremely  difficult,  but  I  presume  the  custom  of  the  trade  would 
still  obtain  in  a  legal  proceeding,  would  be  upheld  in  a  legal  pro- 
ceeding, that  if  you  give  a  man  something  a  little  better  than  what 
the  letter  of  the  contract  calls  for,  he  has  no  remedy. 

Mr.  Jacoway.  Couldn't  it  all  be  adjusted  and  adjudicated  on  the 
proposition  of  differences,  fixed  differences?  That  is  the  way  I 
get  the  testimony  here.    I  do  not  know  whether  I  understand  it. 

Mr.  Marsh.  But  you  are  going  to  substitute  these  commercial  dif- 
ferences for  the  fixed  differences.  On  that  point  I  should  like  to 
say,  further,  that  I  believe  the  greatest  help  toward  getting  the  for- 
eign cotton  trade  to  adopt  the  United  States  Government's  standards 
immediately  and  without  demurrer,  would  be  to  make  those  stand- 
ards representative  of  the  different  varieties  of  cotton  produced  in 
the  South  and  which  foreign  markets  take.  At  present  it  is  an 
obstacle,  and  a  very  serious  obstacle,  in  the  way  of  the  foreign 
markets  adopting  the  United  States  standards,  that  the  exporters 
of  cotton  in  this  country  and  the  importers  of  cotton  on  the  other 
side  of  the  water  perceive  at  a  glance  that  a  great  deal  of  the  cotton 
which  they  are  buying  and  handling  does  not  conform  to  the  exact 
ffovernment  standards.  Now,  it  seemes  to  me  that  the  Secretary  of 
Agriculture,  could,  without  any  great  disturbance  to  anybody,  in- 
quire as  to  the  varieties  of  cotton  that  ought  properly  to  be  repre- 
sented by  the  standards  and  make  the  standards  such  that  all  the 
important  varieties  of  cotton  could  be  classed  against  them. 

Mr.  Habrisok  of  Mississippi.  You  think  it  would  be  very  good  if 
the  United  States  and  all  of  these  other  countries  could  come  to  some 
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understanding,  where  all  the  classes  would  be  alike  on  the  exchange 
and  all  the  standards  would  be  uniform? 

Mr.  Mabsh.  Mr.  Harrison,  it  would  be  one  of  the  greatest  thin^ 
that  could  possibly  happen.  It  would  be  an  enormous  step  forward, 
economically  speaking.  It  would  save  losses,  whose  si^^re^te 
nobody  knows.  It  would  save  confusion,  disputes,  and  litigation. 
It  would  save  all  kinds  of  wastages  which  are  now  occurring. 

Mr.  Harrison  of  Mississippi.  Have  you  any  suggestion  to  offer  as 
to  how  that  could  be  done? 

Mr.  Marsh.  I  have  just  offered  a  suggestion  which  seems  to  me  to 
be  sufficient  to  meet  the  case. 

Mr.  Harrison  of  Mississippi.  How  would  you  go  about  thatt 
That  is  going  to  be  a  matter  which  the  business  men  take  up  as  a 
practice  nere ;  but  how  would  you  go  about  getting  the  n>reign 
countries  to  take  up  the  standards  and  practices  that  this  Govern- 
ment has? 

Mr.  Marsh.  I  do  not  think  it  is  necessary  to  go  about  it  through 
the  Department  of  State.  It  seems  to  me  almost  certain  that  if  me 
United  States  standard  types  are  put  into  compulsory  use  in  the  in- 
terstate commerce  of  this  country,  if  the  southern  cotton  exchanges 
which  represent  spot  markets  are  brought  to  use  these  standard  types 
practically  so  that  the  entire  commerce  in  cotton  in  the  United  States 
IS  on  this  basis,  you  will  jBnd  that  automatically  and  without  re- 
sistance the  Liverpool  Exchange  and  the  Bremen  Exchange  and  the 
Havre  Exchange  will  adopt  those,  because  it  will  be  so  greatly  to 
their  business  advantage  to  do  so. 

Mr.  Jacoway.  Mr.  Marsh,  don't  they  actually  have  to  have  10,000,- 

000  bales  of  cotton,  and  would  not  they  be  forced,  in  a  way,  to  com- 
ply with  the  regulations  made  here? 

Mr.  Marsh.  "  Forced  "  is  perhaps  a  stronger  word  than  I  should 
feel  like  using 

Mr.  Jacoway.  Commercially  forced,  I  mean. 

Mr.  Marsh  (continuing).  !But  there  is  this  force:  There  is  the 
force  of  business  advantage. 

Mr.  Jacoway.  That  is  what  I  mean. 

Mr.  Marsh.  Yes,  sir;  in  that  sense  I  think  they  would  be  forced 
to  it. 

Mr.  Harrison  of  Mississippi.  Mr.  Marsh,  this  country  has  in  the 
past  where  different  ones  wanted  to  go  about  getting  a  common  un- 
derstanding with  respect  to  legislation,  appointed  commissioners 
and  made  laws  that  were  uniform  and  wiped  out  the  particular  evil 
and  regulated  the  practice.  The  point  I  wanted  to  ask  you  is  this: 
Would  you  approve,  if  the  committee  think  it  wise  and  conclude 
that  in  this  bill  a  provision  should  be  written  that  the  President  of 
the  United  States  should  invite  these  countries  wherein  they  have 
exchanges  that  deal  in  this  future  business,  to^  appoint  commission- 
ers, one  or  more  commissioners,  to  consult  with  a  like  number  of 
commissioners  appointed  hj  this  country,  to  get  together  and  then 
report  back  to  their  respective  Governments  a  uniform  law  respect- 
ing the  regulations  of  these  exchanges  ?    Would  you  approve  of  that 

or  not? 
Mr.  Marsh.  I  should  approve  of  it  in  principle,  although  I 

1  must  say  it  would  be  ineffective. 
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Mr.  Habrison  of  Mississippi.  You  think  it  would  be  imprftcti- 
cable? 

Mr.  Marsh.  I  think,  for  instance,  that  the  Goyemment  of  Oreat 
Britain  would  refuse  to  participate  in  such  a  conference. 

Mr.  Harrison  of  Mississippi.  I  might  say  that  I  have  a  bill  before 
the  Foreign  Affairs  Conunittee  with  that  object  in  view. 

Mr.  Marsh.  I  have  read  it,  Mr.  Harrison.  . 

That  is  all  I  have  to  say  on  that  subject,  Mr.  Chairman. 

The  CHAHtMAN.  Take  up  vour  next  point,  Mr.  Marsh,  please,  sir. 

Mr.  Marsh.  The  only  otner  matter  I  desire  to  speak  of,  very 
briefly,  is  that  of  pro  forma  bills  and  of  the  suggestion  that  trading 
in  contracts  should  cease  on  the  last  day  of  the  month  before  delivery 
is  to  be  made.  With  regard  to  pro  forma  bills,  the  New  York  Cotton 
Exchange  recognized  in  1910  that  there  was  an  element  of  injustice 
to  the  receivers  of  cotton  in  having  to  wait  long  enough  for  the  class- 
ification committee  to  catch  up  and  to  class  every  bale  of  cotton  that 
was  delivered.  The  result  was  the  adoption  oi  regulations  by  the 
New  York  exchange  compelling  the  deliverer  in  every  case  to  fur- 
nish the  receiver  with  a  sample  on  the  day  of  delivery.  Accord- 
ingly, as  the  matter  now  stands  in  New  York,  although  the  use  of 
pro  forma  bills  is  permitted,  the  receiver  of  cotton  has  an  actual 
sample  of  the  cotton  delivered  to  him  and  has  this  actual  sample  on 
the  day  he  has  to  pay  for  the  cotton. 

The  situation  in  New  York  in  1910  is  worth  speaking  of  for  a 
moment,  because  if  the  Government  sets  about  the  classification  of 
cotton  it  will  run  into  the  same  difficulty  under  the  same  circum- 
stances. 

The  New  York  Cotton  Exchange  has  seven  highly  expert  cotton 
dassers,  a  number  which  is  more  than  sufficient  to  take  care  of  the 
normal  flow  of  cotton  through  New  York.  In  1910,  however,  certain 
gentlemen,  the  testimony  of  several  of  whom  you  have  heard,  con- 
tracted for  the  delivery  to  themselves  in  New  York  of  an  amount  of 
cotton  three  or  four  times  as  great  as  had  ever  before,  I  believe,  in 
the  history  of  the  New  York  Cotton  Exchange,  been  called  for  for 
delivery  within  a  brief  space  of  time.  Now  the  New  York  Cotton 
Exchange  did  not  have  classers  enough  to  class  that  cotton,  coming 
into  New  York  at  the  rate  of  20,000  and  30,000  bales  a  day — to  class  it, 
I  mean,  instantaneously.  The  classing  of  the  cotton  necessarily  spreaa 
over  a  considerable  period  of  time  and,  more  so,  because  the  trans- 
portation companies  made  a  perfectly  awful  mess  of  the  cotton  and 
got  it  all  mixed  up,  and  had  it  piled  upon  lighters  and  on  the  piers, 
and  bales  sent  to  the  wrong  stores,  and  all  that  kind  of  thing.  It  does 
not  make  any  difference,  however,  whether  it  is  the  New  York  Cotton 
Exchange  or  the  Government  which  is  classing  the  cotton.  If  the 
Government  is  classing  the  cotton  exactly  the  same  thing  will  happen 
sometime.  An  unlooked  for  and  absolutely  abnormal  situation  will 
come  about  in  which  three  or  four  times  the  amount  of  work  has  to 
be  done  that  has  ever  before  had  to  be  done. 

Now,  in  a  situation  of  that  kind,  it  is  going  to  be  just  as  impossible 
for  the  Government  classers  to  class  cotton  within  a  day  or  two  as  it 
was  for  our  classers,  and  if  you  cut  off  the  use  of  the  pro  forma  bills 
altogether,  you  are  going  to  subject  the  shippers  of  cotton  all  over 
the  South,  whose  cotton  comes  there  too  late,  or  is  delivered  by  the 
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transportation  companies  too  late,  for  the  Government  classers  to  get 
at  it — ^you  are  going  to  subject  those  shippers  to  very  severe  losses. 

Now,  I  want  to  call  attention  to  another  fact,  ana  that  is  that  the 
use  of  a  pro  forma  bill  is  not  confined  to  the  cotton  exchanges.  The 
truth  is  tnat  every  shipment  of  cotton  to  the  mill  is  accompanied  by 
a  pro  forma  bill.  For  example,  Mr.  Parker  buys  1,000  bales  of  cot- 
ton from  Mr.  Webb.  The  cotton  is  to  be  strict  middling  cotton,  and 
under  the  Carolina  mill  rules  Mr.  Webb  has  a  leeway.  He  is  not 
obliged  to  ship  exactly  strict  middling  cotton;  he  can  ship  half  a 
grade  up  and  half  a  grade  down.  The  thing  has  to  average  strict 
middling.  Now,  how  does  Mr.  Webb  bill  that  cotton  to  Mr.  Parker? 
He  bills  it  to  him  on  a  pro  forma  bill. 

The  Chairman.  In  that  connection,  Mr.  Marsh,  what  would  you 
think  of  the  suggestion  of  making  the  contract  in  these  various  ex- 
changes an  average  middling  contract?  That  is,  so  many  bales  de- 
livered below  middling  and  so  many  above  middling? 

Mr.  Marsh.  At  the  present  moment,  Mr.  Lever 

The  Chairman.  I  ask  you  that  question  because  it  had  been  asked 
me  on  the  outside,  and  I  wanted  to  get  your  judgment  on  it. 

Mr.  Marsh.  You  heard  the  testimony  of  Mr.  Webb  about  the  im- 
I>ossibility  of  getting  any  quantity  of  middling  cotton  at  the  present 
time.  Now,  if  we  had  a  contract  of  the  charad^r  you  describe,  there 
would  be  only  one  thing  for  the  New  York  Cotton  Exchange  to  do, 
and  that  would  be  to  shut  up  its  doors  imtil  next  September. 

The  Chairman.  I  beg  your  pardon  ? 

Mr.  Marsh.  There  would  be  only  one  thing  for  the  New  York 
Cotton  Exchange  and  for  the  New  Orleans  Cotton  Exchange  to  do, 
and  that  is  to  shut  up  their  doors  until  next  September. 

The  Chairman.  I  think  I  agree  with  you  on  the  proposition. 

Mr.  Heflin.  Whv  should  they  shut  up? 

Mr.  Marsh.  Trade  in  something  that  does  not  exist? 

Mr.  Heflin.  From  now  until  the  middle  of  next  September? 

Mr.  Marsh.  From  now  until  the  middle  of  next  September  there 
won't  be  any  cotton  whatever  which  you  could  get  for  such  a  delivery. 

Mr.  Heflin.  I  understood  Mr.  Webb  to  say  you  could  get  middling 
cotton. 

Mr.  Marsh.  Mr.  Webb  said  he  thought  he  could  furnish  Mr. 
Parker  with  1,000  bales  of  middling  cotton,  although  he  would  have 
great  difficulty  in  securingit. 

Mr.  Heflin.  Then  Mr.  JParker  said  he  could  furnish  it  to  him  from 
his  own  mills  ? 

Mr.  Hawley.  He  said  he  could  furnish  it  to  him  from  his  own 
mills. 

Mr.  Heflin.  He  said  he  could  get  all  you  want. 

Mr.  Marsh.  That  phrase  "all  you  want,"  Mr.  Heflin,  is  a  very 
dangerous  phrase. 

Mr.  Heflin.  I  want  to  ask  you  a  question  right  there.  Let  us  say 
that  your  exchange  would  shut  up  and  the  New  Orleans  exchange 
would  shut  up :  Then  how  would  the  price  of  cotton  be  fixed? 

Mr.  Marsh.  Through  the  South  ? 

Mr.  Heflin.  Yes. 

Mr.  Marsh.  Why,  it  would  be*  fixed  by  whatever  a  spinner  was 
willing  to  give;  for  what  was  left  of  the  crop. 
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Mr.  Hbflin.  In  fixing  it  now  in  the  early  fall  of  the  year,  how 
do  you  get  at  what  it  ought  to  be  before  the  opening  up  of  the 
market  ? 

Mr.  Mabsh.  Of  course  the  price  is  really  fixed  by  the  buyers  and 
sellers  in  the  market,  by  the  coming  together  of  the  buyers  and 
tellers  in  the  market  at  a  price.  The  minds  of  the  buyers  unques- 
tionably during  the  crop  moving  season  are  of  more  importance  than 
the  minds  of  the  sellers.  In  other  words,  the  buyers  have  an  advan- 
tage of  position  over  the  sellers  necessarily  during  the  period  when 
most  of  the  sellers  are  necessitous  sellers.  The  minds  of  the  buyers, 
however,  are  influenced  as  to  the  price  at  which  they  shall  begin  to 
buy  cotton,  by  what  the  trade  generally  anticipates  the  supply  to  be 
likely  to  be;  and  in  making  up  its  mind  as  to  what  the  supply  is 
likely  to  be,  the  trade  is  very  greatly  influenced  by  the  reports  of  the 
Department  of  Agriculture.  If  the  reports  of  the  Department  of 
Agriculture  for  any  reason  turn  out  to  h^  out  of  the  way  by  any  con- 
siderable amount  of  cotton,  we  have  a  violent  readjustment  imme- 
diately of  the  price  of  cotton. 

We  had  it  tnis  year.  For  example,  the  September  and  October 
crop  reports  of  the  Department  of  Agriculture  indicated  a  produc- 
tion of  lint  cotton  this  year,  leaving  out  linters,  of  less  than  13,000,000 
bales.  In  September  that  had  been  the  case.  It  was  the  case  again 
in  October.  Now,  everybody  in  the  cotton  trade  knew  that  if  the 
production  of  lint  cotton  amounted  to  less  than  13,000,000  bales  it 
meant  a  severe  shortage  of  cotton  and  a  severe  advance  in  the  price 
of  cotton. 

Mr.  Heflin.  Now,  then,  you  consult,  do  you,  on  the  exchange 
these  various  sources  of  information  about  cotton? 

Mr.  Mabsh.  We  do. 

Mr.  Heflin.  You  now  attempt  to  get  the  quantity  or  scarcity  of 
cotton  in  the  country,  and  so  on  s 

Mr.  Marsh.  Yes. 

Mr.  Heflin.  And  then  you  guess  at  a  price  you  think  would  be 
adequate  in  opening  up  the  market  season  f 

Mr.  Marsh.  Then  every  individual  spinner  in  the  world  and  every 
individual  cotton  merchant  in  the  world  forms  each  his  own  opinion. 

Mr.  Heflin.  I  know;  but  how  do  you  get  at  the  quotations  you 
send  out  all  over  the  South  from  New  York? 

Mr.  Marsh.  They  are  made  by  the  buyers  of  cotton  buying  cotton 
at  a  price  from  the  sellers  of  cotton. 

Mr.  Heflin.  On  the  exchange,  after  consulting  all  these  sources 
of  information  ? 

Mr.  Marsh.  Yes. 

Mr.  Heflin.  Now,  what  would  prevent  the  spot-cotton  markets 
of  the  South  from  estimating  that  if  you  had  no  exchange?  What 
would  prevent  them  from  getting  at  this  statistical  information  about 
the  consumption  of  cotton  montn  by  month,  the  movement  of  cotton 
in  the  foreign  coimtries,  and  the  prospects  of  the  crop  coming  in? 
What  would  prevent  them  at  New  Orleans,  for  instance.  Savannah, 
and  the  various  other  places,  from  getting  this  information  and  say- 
ing what  they  thought  the  price  ought  to  be  and  sending  their  quo- 
tations to  the  market? 

Mr.  Marsh.  There  is  nothing  to  prevent  it,  Mr.  Heflin,  except  lack 
of  experience  and  the  reduction  of  the  size  ox  the  market. 
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The  Chairman.  I  do  not  understand  from  Mr.  Heflin's  question 
that  he  means  to  convey  the  idea  that  members  of  the  exchange  get 
together,  consult  the  buyers  and  sellers  of  cotton,  and  make  up  their 
minds  as  to  what  the  value  of  cotton  is  on  a  certain  day,  and  then 
post  that  as  their  quotation.  As  I  understand  the  operation,  the 
men  who  are  dealing  through  the  exchange  consult  these  various 
sources  of  information  and  oner  a  bid  on  that  information? 

Mr.  Marsh.  On  that  basis. 

The  Chairman.  And  from  that  the  quotations  are  made  up.  Is 
that  correct  or  not? 

Mr.  Marsh.  It  is. 

Mr.  Hauqen.  The  quotation  is  based  on  the  buying  and  selling  for 
that  day? 

The  Chairman.  Yes. 

Mr.  Marsh.  That  is  correct. 

Mr,  Hbtmn.  Mr.  Marsh  answered  me  correctly.  There  is  buying 
and  selling  at  all  the  market  points.  There  must  be  a  price  the  day 
the  market  opens.  The  day  it  does  open  somebody  buys  in  the 
South — spot  cotton  I  am  talking  about  now.  Mr.  Marsh  explained 
the  market  opened  at  9  or  10  o  clock  in  the  South.  They  wait  for 
this  message  from  New  York,  the  quotation ;  they  look  at  that — 
cotton  is  worth  so  much  to-day.  Now,  what  I  am  getting  at — ^Mr. 
Marsh  has  answered  me  correctly — is  how  do  you  get  your  informa- 
tion that  you  base  your  quotations  on  in  the  opening  of  the  season? 
If  you  base  it  on  the  information  obtained  from  these  statistical 
sources  I  have  stated,  and  cotton  men's  opinions  generally,  what 
would  prevent  a  spot-cotton  exchange  at  Montgomery,  Ala.,  and 
Atlanta,  6a.,  and  Savannah,  Ga.,  and  Memphis,  Tenn.,  and  the  ex- 
change at  New  Orleans,  in  the  cotton  belt,  from  obtaining  all  this 
information  and  publishing  it  day  by  day? 

Mr.  Haugen.  They  could  obtain  it  exactly  as  we  do  the  stock- 
market  quotations.  Of  course  no  quotations  are  sent  out  until  there 
is  an  actual  sale  of  the  product,  and  they  are  based  on  the  transac- 
tions of  that  day,  just  as  you  get  your  stock  quotations,  and  get  your 
wool  and  all  other  transactions? 

Mr.  Marbtel.  Of  course^  Mr.  Heflin,  it  would  follow  from  adopting 
that  method  that  the  Memphis  exchange  would  conceive  the  value 
of  cotton  to  be  10  cents  a  pound,  and  the  Galveston  exchange,  where 
things  looked  very  blue  tnis  last  fall,  would  conceive  the  value  to 
be  14  cents  a  pound,  and  the  Charleston  exchange  would  conceive 
it  to  be  12i  cents  a  pound.  In  other  words,  the  trade  of  the  world 
can  not  possibly  converge  in  10,  15,  25,  or  30  separate  markets. 
What  makes  the  New  Orleans  exchange  and  New  York  exchange 
reflect  the  world's  opinion  as  to  the  value  of  cotton  is  the  fact  that 
the  trade  of  the  world  converges  in  those  two  markets.  The  num- 
ber of  buyers  and  sellers  is  so  great  that  you  get  an  average  of 
opinion  in  those  great  markets  that  you  could  not  possibly  get  in  the 
multitude  of  small  markets. 

Mr.  Heflin.  Just  following  that  up,  one  market  you  say  would 
say  10,  one  12^  and  one  14.  Then  wouldn't  you  strike  an  average 
and  would  not  the  producer,  in  the  absence  of  speculation,  where  no 
real  cotton  is  contemplated  to  be  delivered,  then  say  he  would  not 
sell  at  this  price,  and  ne  holds  his  cotton.    There  you  have  no  specu- 
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ktion  on  the  ezchanse  running  the  price  down  while  he  was  refusing 
to  offer  on  the  market,  and  wouldn't  that  enable  the  producer  to 
have  a  voice  in  fixing  the  price  of  cotton  he  does  not  now  have? 

Mr.  Mabsh.  He  now  has  a  voice  in  fixing  the  price  of  cotton. 
Cotton  has  just  advanced  a  cent  and  a  halt  a  pound  because  the 
producer  had  a  voice  in  fixing  it,  because  the  producer  would  not  sell 
unless  he  got  an  advance  of  a  cent  and  a  half  a  pound. 

Mr.  Hawley.  Every  man  who  refuses  to  sell  becomes  a  bull  on  the 
market,  does  he  not ) 

Mr.  Massh.  Yes.  Mr.  Heflin,  the  whole  point  is  that  it  is  the 
consensus  of  opinion  of  the  students  of  this  whole  subject  that  the 
larger  you  make  your  markets  and  the  fewer  you  have  of  them  the 
surer  you  are  to  have  a  world-wide  consensus  of  opinion  reflected  in 
those  markets  that  truly  represents  the  value  for  the  time  being  of  the 
commodity.  The  more  markets  and  the  smaller  markets  you  have  the 
greater  the  inequalities  and  the  greater  the  discrepancies,  the  greater 
opportunity  for  markets  to  get  out  of  line  and  for  the  producers 
tributary  to  such  markets  as  do  get  out  of  line  to  suffer  dispropor- 
tionately. 

Mr.  MAonntE.  Isn't  that  true  because  you  have  tremendous  power 
to  fix  market  prices? 

Mr.  Marsh.  We  have  no  power  at  all,  sir,  to  fix  the  market  prices. 
We  have  not  the  slightest  power  to  fix  the  market  prices.  The  prices 
of  contracts  for  future  delivery  in  New  York  is  absolutely  fixed  by 
the  execution  of  the  orders  that  come  in  there  from  all  over  the  world. 

Mr.  Habbsion  of  Mississippi.  Why  does  not  that  apply  to  wool, 
then,  Mr.  Marsh? 

Mr.  Mabsh.  In  a  way  it  does  apply  to  wool,  but  the  difficulty  of 
wool  is  that  the  wool  men  after  many  years  of  effort  have  given  up 
the  attempt  to  get  such  uniformity  ot  classification  of  wool  that  they 
are  willing  to  establish  a  future  market.  Cotton  is  a  commodity 
capable  ox  absolutely  uniform  classification  acceptable  to  everybody 
in  the  trade. 

Mr.  Habrison  of  Mississippi.  I  understand  by  that  that  there  is  a 
future  market  for  wool,  is  tnere? 

Mr.  Mabsh.  There  is  no  future  market  for  wool  in  this  country, 
and  there  is  no  future  market  for  all  kinds  of  wool  in  the  world. 
There  is  a  future  market  for  what  are  called  wool  tops  in  Antwerp, 
but  the  wool  tops  constitute  only  a  fraction  of  the  world's  production 
of  wool.  The  difficulties,  however,  with  wool  have  always  been  that 
wool  is  sold  in  the  grease,  because  every  manufacturer  has  his  own 
recipe  for  washing  and  scouring  the  wool,  and  they  won't  buy  scoured 
wool.  Now,  you  go  into  a  wool  warehouse  in  Bostcfti  and  you  will 
find  wool  piled  up  in  the  lofts  there,  ^reat  piles  of  it,  twice  as  long  as 
this  room.  One  manufacturer  comes  in  ana  he  estimates  that  a  given 
pile  wUl  scour  55  per  cent;  another  man  comes  in  and  he  says  the 
same  wool  will  scour  only  50  per  cent;  another  one  says  it  won't  go 
better  than  45  per  cent.  Every  wool  manufacturer  is  up  against  the 
proposition  that  he  has  got  to  be  guessing  all  the  time  and  have  lots 
of  disappointments  over  the  scourra  wool  lie  is  going  to  get  out  of  the 
piles  of  wool  in  the  warehouse.  Now,  the  wool  man  will  not  take  the 
chance  on  a  contract  which  implies  uniformity  of  value.  The  result 
of  that  is  that  in  the  wool  business  you  have  no  future  market.     You 
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have  the  wool  men  compelled  to  speculate,  and  therefore  figuring  on 
a  15  to  20  per  cent  margin  between  what  they  pay  the  producer  of  the 
wool  and  what  they  expect  to  get  for  the  wool  again  they  must  em- 
ploy in  proportion  to  their  turnover,  employing  tour  or  five  times  as 
much  capital  as  a  cotton  merchant  makes  on  his,  because  this  16  per 
cent  margin  is  really  intended  to  take  care  of  losses  due  to  fluctoa- 
tions  of  the  market. 

Mr.  Harrison  of  Mississippi.  Don't  you  think  the  American 
Woolen  Co.  has  done  pretty  well  and  prospered  pretty  well  under 
those  circumstances? 

Mr.  Marsh.  I  so  understand. 

Mr.  Heflin.  The  hay  business  has  prospered  too,  hasn't  it,  Mr. 
Marsh?    We  have  no  hay  exchange. 

Mr.  Marsh.  There  is  a  kind  of  hay  exchange  in  New  York,  but  not 
a  hay  exchange  on  which  contracts  for  future  delivery  are  dealt  in. 
But  the  amount  of  hay  which  enters  into  commerce.  The  hay  pro- 
duced in  this  country  is  in  total  value  greater  than  the  value  oi  the 
cotton  crop,  but  the  amount  of  hay  that  goes  into  the  commerce  of 
the  country,  compared  with  the  amount  of  cotton  that  goes  into  the 
commerce  of  the  country,  is  infinitesmal. 

Mr.  Haugen.  How  about  hogs,  cattle,  and  all  of  those  things  ? 

Mr.  Marsh.  Those  are  all  based  upon  hedging.  The  value  of  those 
is  all  based  on  hedging. 

Mr.  Hauoen.  They  do  not  deal  with  hogs  and  cattle  on  the  board 
of  trade;  they  deal  with  pork. 

Mr.  Marsh.  They  deal  with  hog  products;  and  the  moment  you 
get  a  product  you  can  sell  for  future  delivery  and  buy  for  future  de- 
livery, you  can  hedge  on  that  out  of  which  the  product  is  made. 

Mr.  Haugen.  You  said  awhile. ago  it  was  not  within  the  power  of 
the  board  to  affect  the  market,  it  was  not  in  the  power  of  the  board 
and  is  not  being  done.  Now,  suppose  the  gentlemen  around  the  table 
here  take  a  notion  to  speculate  a  little  in  cotton  and  each  of  them 
sells,  say,  1,000,000  bales,  or  10,000,000  bales  are  sold  altogether  when 
only  3,000,000  are  available  for  delivery.  The  New  York  exchange 
holds  a  contract  with  these  gentlemen  here  for  10,000,000,  and  all 
they  can  secure  are  3,000,000.  Is  it  not  fair  to  assume  the  prices  will 
go  up  in  New  York  on  cotton  as  they  do  on  grain  in  Chicago  when 
they  will  jump  up  from  a  dollar  to  $2.30  in  a  case  of  that  kind? 

Mr.  Marsh.  If  the  case  were  a  supposable  one 

Mr.  Haugen.  Well,  it  is  an  actual  case  in  Chicago  that  is  of  knowl- 
edge to  everybody.  I  have  heard  something  about  New  York,  and 
my  suspicions  are  harboring  in  New  York  at  times. 

Mr.  Marsh.  I  suppose  you  refer  to  the  Leiter  corner,  so  called? 

Mr.  Haugen.  Yes. 

Mr.  Marsh.  I  am  not  familiar  with  the  details  of  that;  but  in  all 
commerce  it  is  a  fundamental  assumption  that  the  men  engaged  in 
that  branch  of  commerce  have  such  experience  in  it  that  they  will  not 
assume  rislcs  beyond  their  capital. 

Mr.  Haugen.  That  is  true,  and  it  is  these  i)eople  out  in  the  coun- 
try, the  clerks  the  chairman  referred  to  down  in  South  Carolina,  and 
these  people  not  on  the  inside.  Of  course  the  experts  and  those  on 
the  exchange  have  the  knowledge  an  outsider  has  not,  and  the  out- 
siders are  the  fellows  who  do  it. 
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Mr.  Marsh.  Even  with  regard  to  those  persons,  Mr.  Haugen,  there 
is  a  check,  namely,  the  checl^  of  the  commission  house  that  is  making 
the  engagements  on  the  exchange,  and  these  commission  houses  will 
not,  if  they  can  help  it,  and  they  can  very  largely  help  it,  allow  an 
inordinate  interest  to  be  taken  in  the  market — that  is,  an  interest 
greater  than  the  resources  of  those  trading  would  naturally  justify 
them  in  taking. 

Mr.  Haugen.  The  general  belief  is  that  the  market  reports  are 
sent  out  to  encourage  speculation  in  the  country,  and  it  often  does 
encourage  speculation  in  the  country,  and  the  country  will  either  be 
short  or  be  long,  and  these  reports  coming  out  influence  them  one 
way  or  the  other.  There  is  no  question  but  that  takes  place  and  the 
market  is  interested  in  that  way.  It  might  be  that  the  board  of  trade 
probably  has  more  to  do  in  anecting  these  markets  than  any  other 
instrumentality  they  have. 

Mr.  Marsh.  Of  course  I  would  not  disagree  with  you  in  toto.  I 
would  not  say  that  those  market  quotations  do  not  affect  people's 
minds.    Of  course  it  is  obvious  they  do. 

Mr.  Hauoen.  Of  course  it  is  a  question  whether  it  is  within  the 
power  of  the  board  to  affect  the  market. 

Mr.  Marsh.  No,  sir;  I  should  say  not.  I  have  nothing  further  to 
say,  Mr.  Chairman,  except  that  it  has  been  suggested  that  trading  in 
a  given  month  should  be  stopped  on  the  closing  da^  of  the  preceding 
month  and  that  deliveries  contracted  for  for  the  given  month  should 
be  made  at  the  beginning  of  that  month.  I  want  to  call  the  atten- 
tion of  the  committee  to  the  fact  that  this  would  simply  push  back  a 
month  the  situation  that  we  have  now  and  that  there  would  not  be 
any  gain  to  anybody  in  it  except  that  the  receiver  of  the  cotton  would 
get  his  cotton  earlier  and  pay  more  storage  charges  on  it. 

Mr.  Hatjgen.  What  is  the  time  limit  now  for  delivery?  For  in- 
stance, I  hold  a  contract  for  so  many  bales  for  May  delivery  ? 

Mr.  Marsh.  You  can  deliver  them  on  any  day  during  the  month 
of  May,  giving  the  buyer  three  days'  notice  ol  the  day  on  which 
you  ape  going  to  make  ttie  delivery.  « 

Mr.  Haugen.  You  have  just  one  month  to  deliver  in;  is  that  it? 

Mr.  Marsh.  One  month. 

Mr.  Haugen.  Our  attention  was  called  to  the  fact  that  more  than 
one  month  had  been  taken.    How  was  that  brought  about  ? 

Mr.  Marsh.  Because  of  the  classers  not  being  available.  The  cot- 
ton was  actually  delivered  within  the  month,  Mr.  Haugen,  but  the 
official  classification  of  the  exchange  was  not  procured  until  after 
the  expiration  of  the  month. 

Mr.  Haugen.  It  was  the  classification  that  was  held  up  and  not 
the  cotton  delivery  ? 

A(br.  Marsh.  The  cotton  was  delivered. 

The  Chairman.  Have  you  finished  your  general  statement,  Mr. 
Marsh? 

Mr.  Marsh.  Yes. 

The  Chairman.  You  have  confined  your  statement  entirely  to  the 
House  bill.  I  take  it  that  the  purpose  of  the  House  bill  and  Senate 
bill  are  so  nearly  alike  your  general  statement  would  apply  to  both 
bills. 

Mr.  Marsh.  Yes. 
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The  Chairman.  You  do  not  care  to  discuss  the  Senate  bill? 

Mr.  Marsh.  No;  beyond  saying  that^I  feel  so  doubtful  about  the 
constitutionality  of  the  method  of  using  the  power  over  the  mails  I 
should  sincerely  hope  that  that  question  might  not  be  raised.  I  have 
read  through  all  of  the  decisions  of  the  Supreme  Court  bearing  upon 
the  use  of  the  mails  and  the  power  of  Congress  over  the  mails,  and 
after  reading  them  and  after  observing  the  reservations  again  and 
again  made  by  the  court  as  to  the  full  extent  of  the  power  of  Con- 
gress over  the  mails  I  feel  doubtful  about  the  constitutionality  of  the 
bill — Senate  No.  110 — ^if  anybody  wanted  to  raise  the  question. 

Mr.  Jacowat.  Mr.  Marsh,  in  that  connection  I  will  state  that  one 
of  the  greatest  constitutional  lawyers  in  the  United  States  has  givrai 
it  as  his  opinion  that  Congress  could  say  red-headed  men  should  not 
use  the  mails  for  this  purpose  and  it  would  be  constitutional  for  it 
to  exclude  the^  red-headed  men  from  the  use  of  the  mails  and  carry- 
ins  it  that  far. 

Mr.  Marsh.  Of  course,  I  am  not  a  lawyer  and  I  can  not  combat 
that.  But  I  was  struck  that  in  the  newspaper  case  of  the  Lewis  Pub- 
lishing Co.  V.  Burleson  the  court  said  in  enect: 

We  do  not  desire  to  convey,  even  by  the  most  remote  implication,  that  we 
uphold  the  contentions  of  the  Government  with  regard  to  the  arbitrary  use  of 
the  power  of  Congress  over  the  mails. 

Mr.  HErLiN.  That  was  passing  on  a  certain  class  of  newspapers  go- 
ing through  the  mails  and  the  contention  was,  as  I  understand  that 
case,  that  the  particular  grade  of  paper  was  not  covered  by  the 
authority  granted  the  Government,  but  that  the  law  says  the  mail 
shall  not  be  used  for  the  purpose  of  carrying  out  certain  specific 
contracts  and  names  the  character  of  the  contracts. 

Mr.  Marsh.  The  Supreme  Court  has  held,  Mr.  Heflin,  in  a  series 
of  insurance  cases  and  also  in  the  case  of  Ware  &  Leland  v.  Mobile 
County,  Ala.,  that  inasmuch  as  insurance  is  not  interstate  cbmmarce, 
and  inasmuch  as  an  insurance  policy  is  a  mere  incident  of  insurance, 
the  transmission  of  an  insurance  policy  through  the  mails  is  not  in- 
terstate commerce. 

Mr.  Jaoowat.  Do  they  not  put  it  on  the  ground  that  the  contract 
is  made  where  the  contractor  resides?  • 

Mr.  Mabsh.  No;  they  do  not  put  it  on  that  ground. 

The  Chairman.  They  put  it  on  the  ground  that  it  is  not  commeroet 

Mr.  Marsh.  Yes. 

Mr.  Lee.  What  per  sent  of  the  cotton  exchange  business  is  trans- 
acted by  telegram* 

Mr.  Marsh.  Nobody  knows.  But  that  does  not  make  any  differ- 
ence, Mr.  Lee,  because  in  the  case  of  Ware  &  Leland  t;.  Mobile 
County,  Ala.,  the  Supreme  Court  held  that  kU  transactions  on  the 
cotton  exchange  and  on  the  board  of  trade  are  intrastate  transactions, 
even  if  the  orders  come  from  outside  of  the  State. 

Mr.  Harrison  of  Mississippi.  That  was  a  case,  though,  where  a 
license  fee  was  proposed  to  be  charged  Leland  &  Ware  as  agents  of 
some  concern  in  New  York? 

Mr.  Marsh.  Yes. 

Mr.  Harrison  of  Mississippi.  They  went  that  far  because  the  de- 
fense was  made  that  it  was  intrastate  commerce. 

Mr.  Marsh.  Yes. 
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Mr.  Habhison  of  Mississippi.  The  courts  have  held,  in  the  Ogden 
and  McCuUough  cases,  where  Congress  has  held  a  thing  to  be  inti^a- 
state  commerce,  that  they  have  a  broad  discretion,  and  it  shall  be 
held  to  be  interstate  commerce.    Is  not  that  true  ? 

Mr.  Mabsh.  No,  sir;  that  is  not  true.  It  is  not  true  in  regard  to 
insurance.  The  Supreme  Court  has  lately  held  that  insurance  is  not 
a  subject  of  interstate  commerce,  and  it  Congress  were  to  pass  an 
act  to-morrow  relating  insurance  in  this  country  the  Supreme 
Court,  in  my  opimon,  would  throw  it  out 

The  CsAiBMAN.  Is  it  not  also  true  that  the  Supreme  Court  has  held 
in  a  number  of  decisions,  either  directly  or  by  inference,  that  Con- 
gress can  not  by  creating  a  legislative  nat  extend  a  judicial  inquiry 
as  to  whether  or  not  a  thmg  is  ccnnmerce  in  the  usage  of  the  world } 

Mr.  Massh.  That  is  true. 

The  Cttatbman.  That  is  my  opinion. 

Mr.  Hefun.  Of  course  if  you  can  r^ulate  this  so  that  cotton 
would  be  bought  and  sold,  the  cotton  absolutely  pass  hands,  that  will 
be  a  conamercial  transaction.  There  would  be  no  doubt  whether 
that  is  commerce  or  not. 

Mr.  Mabsh.  But  if  the  two  persons  making  the  contract  are  both 
residents  in  New  York  at  the  tmie  they  make  it,  it  will  not  be  inter* 
state  conmierce. 

Mr.  Hbflin.  They  do  not  grow  any  cotton  in  New  York;  they 
have  to  buy  cotton  down  here  and  they  resell  it  up  there. 

Mr.  Mabsh.  We  have  not  any  iron  or  iron  mills  in  New  York,  but 
a  contract  to  build  a  skyscraper  in  New  York  is  a  purely  intrastate 
contract,  in  spite  of  the  fact  that  the  iron  has  to  come  from  Pennsyl- 
vania, the  tiles  have  to  come  from  Indiana,  the  bricks  possibly  from 
Connecticut,  and  the  marble  from  Italy,  and  so  on. 

The  Chaibman.  The  Ware  &  Leland  case  holds  that  very  propo- 
sition i 

Mr.  Mabsh.  It  holds  that  very  proposition;  but,  gentlemen,  you 
are  getting  me  in  a  hole  here,  because  I  am  not  a  lawyer. 

1&.  Hbflin.  If  that  is  true  in  regard  to  cotton,  you  can  operate 
a  cotton  exchange  in  New  York  and  have  it  covered  by  the  intra- 
state powers  granted  by  the  State  of  New  York,  and  take  the  power 
out  of  the  hands  of  the  Government,  when  every  lock  of  cotton  is 
grown  in  some  State  in  the  South. 

Mr.  Mabsh.  In  my  ojjinion,  Mr.  Heflin — mind  you,  I  spoke  of 
this  from  the  point  of  view  of  not  desiring  litigation.  I  hope  the 
committee  unoerstands  that  in  answer  to  Mr.  Lever's  question,  I 
was  simply  saying  I  hoped  the  committee  would  not  adopt  legisla- 
tion which  opened  a  way  for  litigation. 

Now,  there  is  not  any  question  whatever  about  the  constitutional 
power  of  Congress  to  impose  an  excise  tax  upon  contracts  on  the  cot- 
ton exchange.  That  has  been  decided  by  the  Supreme  Court  defi- 
nitely, in  the  Chicago  Board  of  Trade  cases,  in  those  cases  the 
Supreme  Court  definitely  decided  that  Congress  may  impose  an 
excise  tax  upon  transactions  upon  the  exchanges,  giving  as  its  reason 
for  the  apparently  discriminatory  taxation  that  it  was  of  advantage 
to  the  persons  to  trade  on  exchanges  in  these  great  markets. 

Now,  there  you  have  a  power  of  the  Government  about  which  there 
18  not  any  possibility  oi  litigation.  That  is  all  I  am  driving  at, 
Mr.  Chairman,  that  we  E^all  not  get  into  a  mass  of  litigation. 
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Mr.  Harrison  of  Mississippi  You  think, -tiMxi,  the  Clark  bill  in 
the  Sixty-second  Congress  was  really  constitutional) 
Mr.  Marsh.  In  my  opinion  the  Clark  bill  was  c(Mi8litutional. 
Mr.  Harrison  of  Mississippi.  Mr.  Chairman,  I  want  to  ask  od6 

;uestion  in  connection  with  the  bill  I  have  before  the  committee. 
do  not  know  whether  you  have  read  my  bill  or  not 

Mr.  Marsh  (interposing).  I  have  read  it 

Mr.  Harrison  of  Mississippi  (continuing).  But  aside  trom  the 
economic  question,  because  we  differ  on  that,  I  have  a  bill  before  the 
committee  that  deals  with  the  exchanges'  interstate  commerce  char- 
acter, and  proposing  to  abolish  them,  etc.  I  will  ask  vou  if  ^ou  or 
vour  attorneys  have  looked  into  the  constitutionality  of  that  kind  of 
legislation  ? 

Mr.  Marsh.  I  can  not  speak  for  the  attorneys  of  the  exchange. 

Mr.  Harrison  of  Mississippi.  I  thought  probably  you  had  con- 
sulted with  them  in  respect  to  different  bills. 

Mr.  Marsh.  I  have  consulted  with  more  than  one  lawyer  whose 
judgment  of  constitutional  law  has  been  proved  more  than  onoe  oor« 
rect  by  the  event.  That  is  the  only  way  I  know  of  judging  whether 
a  lawyer  is  a  good  constitutional  lawyer,  to  know  whether  Be  has 
foretold  the  line  that  the  Supreme  dourt  would  take  in  all  prob- 
ability in  regard  to  a  case  not  yet  decided. 

Now,  there  is  one  man  in  New  York,  Mr.  David  H.  MiUer,  who  in 
my  opinion  has  more  nearly  ffraq)ed  the  fundamental  lines  of  think- 
ing and  the  fundamental  traditions  of  the  court  than  any  other  man 
I  have  ever  met,  and  I  have  talked  with  him  a  great  deal  about  this, 
and  we  have  read  the  cases  together  and  discussed  them  together 
and  we  have  reached  the  conclusion  that  under  the  interstate  com- 
merce powers  of  Confess  effective  legislation  is  virtually  impossible 
because  the  Ware  ft  Iceland  case,  in  our  opinion,  setUes  that  once 
and  for  all. 

The  Chairman.  Is  not  that  confirmed  by  inference,  at  least,  in  the 
Patten  case? 

Mr.  Marsh.  In  my  opinion ;  yes. 

The  Chairman.  Which  is  the  latest  case  on  the  subject? 

Mr.  Marsh.  Yes ;  that  is  the  latest  case  on  the  subject. 

Mr.  Heflin.  One  other  question.  If  by  imposing  an  excise  tax, 
which  I  think  is  entirely  constitutional,  upon  transactions  of  the  ex- 
change that  would  drive  out  these  contracts  that  we  think  are  so 
injurious  to  the  cotton  producer,  if  it  is  constitutional  to  prevent  the 
use  of  the  mails  for  that  purpose,  would  not  that  be  the  letter  plan; 
because  in  the  other  plan  there  is  a  tax  imposed  and  the  question  is 
a  mooted  question  as  to  who  will  pay  the  tax,  as  to  whether  it  will  be 
transferred  to  the  farmer  or  not  ?  If  the  mails  can  be  used,  if  it  is 
decided  to  be  constitutional,  would  not  that  be  the  better  plan,  be- 
cause there  is  no  shadow  of  a  tax  to  be  imposed  on  the  farmer? 

Mr.  Marsh.  Of  course,  that  is  one  of  the  things  we  can  not  decide 
until  the  matter  has  been  brought  before  the  Supreme  Court  for 
adjudication  as  to  its  constitutionality.  Leaving  that  aside,  how- 
ever, I  think  the  citizens  of  the  United  States  generally  are  in  favor 
of  the  use  of  the  pover  over  the  mails  by  the  Government  in  matters 
which  are  obviously  fraudulent  or  what  in  the  law  are  called  mala 
in  se ;  but  I  do  not  think  the  people  of  the  country  desire  to  see  the 
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censorship  of  the  Post  Office  Department  over  the  mails  extended 
by  a  hair's  breadth  beyond  those  matters  which  are  universally 
recognized  to  be  things  evil  in  themselves  and  not  merely  mala 
prohibita. 

Mr.  Heflin.  I  think  it  was  Mr.  Hill,  or  one  of  the  witnesses,  who 
testified  that  some  of  these  transactions  were  gambling  transactions. 

Mr.  Mabsh.  I  am  not  responsible  for  Mr.  Hill's  testimony,  Mr. 
Heflin. 

Mr.  Heflin.  We  think  that  some  of  them  are  gambling  transac- 
tions, Mr.  Marsh.  I  do,  at  least,  and  if  they  are — ^if  we  can  distin- 
^ish  the  gambling  transactions  from  the  legitimate  contracts  for 
flie  delivery  of  cotton— I  think  (and  it  is  clear  to  my  mind)  that 
Congress  has  the  power  to  brand  that  kind  of  contracts  as  mifit  to 
use  the  mails  and  declare  that  the  mails  shall  not  be  used  for  those 
purposes. 

Mr.  Mabsh.  Mr.  Heflin,  of  course,  nobody  can  tell  until  the  thing 
is  fought  out  in  the  Supreme  Court.  I  candidly  tell  you  that  if  the 
thing  comes  before  the  Supreme  Court,  the  unirorm  testimony  of  all 
the  Sudents  of  economics  will  be  produced  to  show  that  that  only  is 
gambling  in  which  an  unnecessary  risk  is  assumed,  and  that  a  com- 
mercial speculation  is  in  its  very  nature  and  essence  not  gambling, 
however  foolish  and  reckless  it  may  be.  There  is  no  divergence  of 
opinion  amon^  the  students  of  economics  as  to  the  distinction  be- 
tween speculation  and  gambling.  It  is  gambling  to  assume  an  un- 
necessary risk  that  nobody  need  assume — ^as  to  whether  a  red  card 
or  a  black  card  will  be  the  next  card  that  turns  up.  No  human  inter- 
est, no  interest  of  society,  no  necessary  risk  is  involved  in  that,  and, 
if  you  bet  on  it,  you  are  assuming  a  risk  that  you  do  not  need  to 
assume  and  that  nobody  need  assume,  and  that  is  gambling. 

But  somebody  has  to  carry  the  risk  of  the  rise  and  fall  of  the  price 
of  cotton.  If  it  is  not  carried  by  the  speculator,  pure  and  simple,  it 
has  got  to  be  carried  by  the  farmer,  or  it  has  got  to  be  carried  by 
the  manufacturer,  or  it  has  ffot  to  be  carried  by  the  merchant.  Now, 
a  man  who  steps  in  there,  call  him  reckless  and  foolish  as  you  please, 
and  says,  "Here,  I  will  take  that  risk  and  I  will  carry  it  for  six 
months  or  one  month,  or  a  day,  or  an  hour,"  that  man  is  not  a 
gambler. 

Mr.  Heflin.  Nobody  carries  that  risk  in  the  hay  business,  in  the 
mule  business,  and  in  the  wool  business? 

Mr.  Marsh.  Oh,  yes. 

Mr.  Heflin.  Who  carries  it  there?  You  do  not  have  any  ex- 
change. Why  should  not  the  same  people  who  deal  in  the  spot  cot- 
ton business  carry  it? 

Mr.  Maksh.  They  could  if  they  had  money  enough  in  the  business 
and  could  get  the  banks  to  back  them. 

The  Chairman.  Mr.  Marsh,  have  you  read  the  case  of  Clews  v. 
Jamieson,  in  182  United  States,  461 

Mr.  Marsh.  I  have  read  it. 

The  Chairman  (continuing).  In  which  the  court  holds  that  where 
a  sale  for  future  delivery  is  not  on  its  face  void,  but  a  perfectly  legal 
and  valid  contract,  it  must  be  shown  by  him  who  attacks  it  that  it 
was  not  intended  to  deliver  the  article  sold,  and  that  nothing  but 
the  difference  between  the  contract  price  and  the  market  price  was 


1212  BEGULATION  OF  COTTON  EXCHANGES. 

to  be  paid  by  the  parties  to  the  contract;  and  further  the  court  holds  a 
contract  on  its  face  one  of  sale  for  future  delivery  being  valid,  the 
burden  of  proving  that  it  is  invalid,  as  being  a  mere  cover  for  a 
settlement  of  differences,  rests  with  the  party  making  the  assertion! 

Mr.  Mabsh.  I  remember  the  case  very  weU. 

The  Chairman.  Does  not  this  whole  proposition,  after  all,  narrow 
itself  down  to  this  point,  as  to  whether  or  not  this  committee,  en- 
deavoring earnestly  and  sincerely  to  correct  an  evil  which  this  com- 
mittee has  complained  of  for  10  years  to  my  certain  knowledge,  shall 
rest  its  authority  for  doing  that  upon  a  well  Imown  and  settled  power 
under  the  Constitution,  rather  than  upon  two  powers  upon  which  the 
authorities,  at  least  the  decisions  of  the  Supreme  Court  and  the  best 
legal  authorities  of  the  country,  differ? 

Mr.  Marsh.  Mr.  Chairman,  you  could  not  more  precisely  state 
what  is  in  my  mind  with  regard  to  this  matter,  looked  at  from  the 
point  of  view  of  the  best  thought  and  the  opinion  of  the  entire  cotUm 
industry,  producing,  manufacturing,  distributing,  and  so  on. 

The  Chairman.  However  much  I  might  disagree  with  Uie  econo- 
mic theories  of  these  gentlemen  who  presented  their  views  here  to  the 
committee,  I  do  not  hesitate  to  say,  and  I  am  willing  always  to  be 
governed  by  the  will  of  my  committee  if  it  does  not  go  against  my 
own  convictions  of  what  is  morally  right,  that  if  we  are  to  legislate 
we  ought  to  legislate  upon  a  power  which  has  been  passed  upon  and 
fixed,  rather  than  to  legislate  upon  powers  that  have  not  been  fixed 
by  definite  decisions  of  the  Supreme  Court,  if  we  want  legislation 
and  not  lawsuits.  If  we  want  to  have  this  thing  up  in  the  air  for  the 
next  15  years,  and  in  the  meantime  the  farmers  suffering  the  evik 
which  we  say  they  are  suffering,  whether  rightly  or  wrongly  is  a 
question  of  judgment,  then  we  had  better  take  the  risk  of  protecting 
ourselves  agains  the  charge,  which  I  think  can  easily  be  defended, 
and  impose  a  tax  of  one-twentieth  of  1  cent  a  bale  on  cotton  and  have 
a  law  rather  than  have  a  lawsuit.    That  is  my  own  judgment  about  it 

Mr.  Marsh.  I  agree  with  you  absolutely. 

Mr.  Lever.  But  on  that  matter,  of  course,  the  committee  will 
thrash  out  when  they  go  into  executive  session. 

Mr.  EteFLiN,  Of  course  if  we  hesitated  to  enact  legislation  because 
we  thought  it  would  be  unconstitutional,  we  never  would  pass  any 
law  at  all. 

The  Chairman.  I  do  not  think  so.  I  think  Congress  usually  acts 
upon  pretty  well  established  constitutional  powers. 

Mr.  Heflin.  We  passed  two  bills  which  the  chairman  of  the  com- 
mittee voted  for  ana  which  I  voted  for,  the  Scott  bill  and  the  Beall 
bill,  which  had  this  very  provision. 

The  Chairman.  Oh,  no ;  not  at  all.  The  gentleman  does  not  know 
what  was  passed,  if  he  says  that. 

Mr.  Heflin.  I  am  certain  that  they  prevented  the  use  of  the  mails, 
the  telegraph,  and  the  telephone;  and  I  have  th^m  here  and  can 
refer  to  that  in  a  moment. 

Mr.  Lever.  If  my  friend  will  permit  me,  the  denial  of  the  use  of 
the  mail  in  the  old  Scott  bill  was  the  denial  of  the  mails  to  a  class 
and  not  to  individuals. 

Mr.  Heflin.  That  is  the  thing  I  am  speaking  of  here;  and  what  I 
am  contending  for  is  that  Congress  has  the  power  to  regulate  the 
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mails  and  to  say  for  what  character  of  matter  the  mails  shall  be  used 
in  this  country. 

The  Chaibmak.  Nobody  disputes  that  proposition,  but  I  think  you 
will  find  very  grave  differences  among  lawyers  as  to  the  proposition 
of  whether  or  not  Mr.  Haugen,  a  white-haired  man,  shall  use  the  mail 
or  whether  he  shall  not  use  the  mail  for  any  purpose,  or  whether  I,  a 
black-haired  man,  shall  be  singled  out  and  denied  the  use  of  the  mail. 

Mr.  HErLiN.  I  think  Congress  has  the  power  to  say  a  specific  per- 
son shall  not  use  the  mails  for  the  purpose  of  selling  cotton  on  the 
exchange — cotton  he  does  not  have  and  cotton  he  does  not  expect  to 
deliver. 

The  Chaibman.  If  you  can  find  me  a  decision  which  points  to 
that,  I  would  be  mighty  glad  to  have  you  do  so,  because  I  would  like 
to  use  the  other  power  if  we  can. 

We  are  very  much  obliged  to  you,  Mr.  Marsh. 

(The  letters  offered  by  Mr.  Marsh  in  his  statement  are  as  follows:) 

Savannah  Cotton  Exchange, 

Savannah,  Ga.,  April  9,  1914, 
Mr.  Edwabd  K.  Cone, 

President  Cotton  Exchange,  New  York,  N.  Y. 

Dear  Sir  :  In  reply  to  your  letter  of  7th  instant,  I  am  sending  you  attncbed 
bereto  a  statement  giving  the  grade  differences  that  have  ruled  in  this  nmrlset 
since  September  1  last  to  date,  with  the  date  of  each  change.  We  did  not  quote 
tinges  and  stains  officially  until  December  29.  The  differences  of  one-Iuilf  off 
white  for  tinges  and  1  cent  off  for  stains  as  then  established  have  prevailed  ever 
since. 

The  differences  of  prices  between  grades  are  arrived  at  by  a  conmiittee, 
which  quotes  twice  a  day,  just  before  each  call,  over  their  signatures  in  a 
boolt  specially  provided  for  that  purpose,  and  is  based  on  transiictiona  thiit  have 
taken  place.  The  members  of  the  committee  are  men  who  are  actively  engaged 
in  the  selling  of  spot  cotton. 

In  reply  to  your  question  as  to  the  amount  of  cotton  produced  in  this  section 
that  would  be  below  1-inch  staple,  would  say  that  the  amount  is  negligible.    So 
far  as  the  United  States  Government  standards  are  concerned,  they  are  made  up 
from  a  type  of  cottton  that  Is  not  produced  in  this  section. 
Yours,  very  truly, 

R.  P.  Canon, 
President  Savannah  Cotton  Exchange. 


DIFFEBFNCB  BETWEEN  ORAOES  SEPTfiMBER  1   TO  APRIL  9,   1013-14. 

September  1  to  8,  only  good  middling  and  middling  quoted,  with  one-fourth 
cent  difference. 

September  9  to  December  3,  good  middling,  middling,  and  low  middling  quoted, 
with  differences,  viz : 

September  9  to  October  9,  on  and  off  middling.  Good  middling,  one-fourth  on ; 
low  middling,  one-half  off. 

October  10  to  October  22,  good  middling,  three-eighths  on;  low  middling, 
five-eighths  off.  October  22  to  November  10,  good  middling,  three-eighths  on; 
low  middling,  one-half  off. 

November  11  to  November  19,  good  middling,  three-eighths  on ;  low  middling, 
five-eighths  off.  November  20  to  December  3.  good  middling,  one-half  on ;  low 
middling,  three-fourths  off. 

December  4  to  December  8,  good  middling,  one-half  on ;  low  middling,  seven- 
eighths  off;  good  ordinary,  IJ  off;  ordinary,  2|  off.  Good  ordinary  and  ordi- 
nary not  quoted  before  December  4  because  none  received. 

December  9  to  December  27,  good  middling,  five-eighths  on;  low  middling, 
1  cent  off;  good  ordinary,  2  cents  off;  ordinary,  3  cents  off. 

December  28  to  February  6,  good  middling,  five-eighths  on;  low  middling,  1 
cent  off;  good  ordinary,  2  cents  off;  ordinary,  21  cents  off. 
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February  7  to  date,  good  middling,  five-eightlis  on;  low  middling,  1  cent  off; 
good  ordinary,  2  cents  off ;  ordinary,  3  cents  off. 

December  29  to  date,  tinges  one-half  cent  off  and  stains  1  cent  off  correspond- 
ing white  grades. 

Savannah,  6a.,  April  9,  1914, 


The  Chablbston  Ck>TT0N  Exchange, 

Charleston,  8.  C,  April  15,  19H, 
Mr.  Edward  K.  Cone, 

President  If  etc  York  Cotton  Exchange,  Neto  York,  N.  Y. 

Detab  Sib  :  Tours  7th  instant  was  duly  received.  In  reply,  beg  to  say  that  oo 
the  22d  November,  1914,  a  committee  of  this  exchange  was  appointed  for  the 
purpose  of  proper  investigation  of  differences  in  values  of  the  grades  and  to  fix 
upon  such  differences  as  were  established  by  the  dealers  in  cotton  in  tfali 
market,  which  differences  In  values  were  based  on  actual  transactions  made 
here  from  November  to  March  1914,  to  wit:  Differences  on  grades,  fixed  No- 
vember 22, 1914:  Good  middling,  one-half  cent  per  pound  above  middling;  strict 
middling,  one-fourth  cent  per  pound  above  middling ;  strict  low  middling,  three- 
eighths  cent  per  pound  below  middling;  low  middling,  1  cent  per  pound  below 
middling ;  strict  good  ordinary,  1}  cents  per  pound  below  middling ;  good  ordi- 
nary, 2i  cents  per  pound  below  middling. 

In  March  the  committee  made  the  difference  one-half  cent  per  pound  for  strict 
low  middling  below  middling  and  left  the  other  differences  the  saiAe  as  pre- 
viously fixed.  These  differences  were  based  on  the  classificationB  of  this  mar- 
ket, which  do  not  compare  with  your  classifications. 

The  grades  of  cotton  that  came  here  this  season  were  particularly  good,  the 
lower  grades  being  in  very  small  quantity.  The  length  of  staple  was  fnmi 
seven-eighths  to  1  inch.  The  usual  length  of  staple  for  cotton  coming  from 
points  in  this  State  will  run  about  three-fourths  to  seven-eighths  on  low  grades 
to  seven-eighths  to  lit  inches  on  the  better  grades. 

Trusting  the  above  Information  will  give  you  what  is  desired, 
Yours,  very  truly, 

James  M.  Seionious,  President, 


Houston  OnroN  Exchange  and  Boabd  or  Tbadb, 

Houston,  Tew.,  April  11, 19H. 

Mr.  Edwabd  K.  Cone, 

President  Cotton  Exchange,  New  York,  N,  Y, 

Deab  Sib  :  Replying  to  your  letter  April  7,  addressed  to  the  president,  I  am 
inclosing  herewith  official  quotations  for  spot  cotton  In  this  market,  beginning 
on  September  2,  1913,  and  showing  each  revision  that  has  been  made  by  the 
quotation  committee  since  that  date  to  the  present  time  on  white  cotton;  also 
stained  and  tinged.  As  to  the  method  of  arriving  at  these  quotations  and 
differences  I  beg  to  quote  article  III  of  our  by-laws : 

"  Seo.  2.  Committee  on  quotations  to  consist  of  five.  The  chairman  to  be  ap- 
pointed by  the  president  and  to  hold  office  for  two  months ;  not  to  be  ^gible  tor 
reappointment  until  the  expiration  of  the  following  two  montiis,  and  not  to  vote 
except  in  case  of  a  tie ;  the  other  members  to  consist  of  two  sellers  and  two 
buyers,  one  of  each  to  retire  at  the  end  of  each  month  and  not  to  be  eligible  tor 
reappointment  until  the  expiration  of  the  following  month;  the  new  memben 
to  be  appointed  by  the  president  each  month.*' 

Also  article  VIII : 

''  Sec.  1.  It  shall  be  the  duty  of  the  quotation  committee  to  furnish  daily  quo- 
tations of  the  different  grades  and  half  grades  of  cotton,  white,  tinged,  and 
stained,  ranging  from  middling  fair  to  low  ordinary ;  these  quotations  to  be 
posted  prominently  in  the  exchange  room." 

Hie  committee  being  composed  of  our  most  active  buyers  and  factors,  quota- 
tions and  differences  are  made  to  the  best  of  their  ability,  everything  pertaining 
to  the  supply  and  demand,  etc.,  being  taken  into  consideration. 

We  have  no  official  data  as  to  the  other  questions  asked. 
Yours,  very  tmly, 
i  J.  F.  BvBwnx,  Secretartf, 
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Houston  Conoif  Exchange  and  Boabd  of  Trade, 

Houston,  Tex,,  April  11,  1914. 

Official  report  of  cotton  quotations. 


1913. 

Sept.i 

Sept.2 

Sept.  20.... 

Get.  20 

Not.  20 

1914. 

Ian.  16 

Jan.  17 


L.O. 


CU. 

Si 


o. 


Ctt. 

% 


G.O. 


Cti, 

1 


9 
9 


S.0.0. 


}g| 


L.M. 


111 


S»L.A> 


13A 


SJf. 


Ctt, 
13H 


a.ii. 


CU. 
13^ 


il 


13J 
13{ 


8.O.M. 


idi 


M.F. 


141 
14* 


Revised. 
Do. 
Do. 


Do. 
Do. 


iHoUday. 

Stained,  1  cent  off  white;  tinged,  three-fourths  cent  off  white. 

J.  F.  BxTBWELL,  Secretary. 


Galveston  Cotton  Exchange  and  Board  of  Trade, 

Galveston,  Tex.,  April  11,  1914. 
Hr.  Edwabd  K.  Cone, 

President  New  York  Cotton  Exchanoe,  New  York  City,  N.  Y. 

Dear  Sir  :  Answering  your  letter  of  the  7th,  beg  to  advise  the  following  are 
the  differences  in  grade,  as  revised  in  Galveston,  on  the  dates  given : 


Date  of  revisloD. 


Sept.  2. 
Sept.  17 
Oct.  20. 
Dec.O.. 
Jan.  21. 
Feb.  13. 
Mar.  18. 


L.  0. 


Ctnit, 


Ord. 


Genu. 

& 

8 
71 


G.O. 


Oenta. 


L.  M. 


Mid.  ^   O.  M. 


M.F. 


By  the  above  you  will  see  that  we  started  the  season  September  2  with  the 
following  differences: 

Low  middling,  1  cent  off  middling ;  and  good  middling,  one-fourth  on  middling. 
Good  ordinary,  2i  off  middling.  Ordinary,  31  off  middling.  Low  ordinary,  4| 
off  middling. 

Differences  to-day:  Low  middling.  If  off  middling;  and  good  middling,  1  cent 
on  middling.  Good  ordinary,  3}  off  middling.  Ordinary,  5i  off  middling.  Low 
ordinary,  6f  off  middling. 

For  yiuT  further  information  I  beg  to  state  that  our  quotation  committee 
meets  every  day  excepting  holidays,  discusses  the  market  values  of  each  grade, 
being  guided  largely  by  the  supply  of  each  grade,  and  makes  quotations  for  good 
color  and  staple.  They  made  no  quotations  for  off-colored  or  irregular  cotton, 
but  the  prevailing  differences  have  been  one-half  off  white  for  spotted  to  slightly 
tinged,  and  1  cent  off  for  full  tinges  to  light  stained. 

I  wonld  consider  that  fully  one-fourth  of  the  cotton  grown  in  Texas  this 
season  would  not  class  on  United  States  Government  standards,  and  consider 
the  amonnt  of  inferior  staple  cotton  has  been  fully  10  per  cent  more  than 
normal,  calling  10  per  cent  normal. 

In  any  normal  year,  or  even  in  a  droughty  season,  we  produce  a  very  small 
quantity  of  cotton  that  will  not  go  seven-eighths  inch  in  staple. 

Trusting  the  above  information  will  be  of  some  value,  believe  me. 
Yours,  very  truly, 

I.  H.  Kempner,  President. 
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Mobile  Cotton- E2xchange, 
MoMle,  Ala.,  ApHl  H,  t9H. 
Edwabd  F.  Cone, 

President  Neic  York  Cotton  Exchange,  New  York,  N.  Y. 

Dear  Sir:  Your  favor  of  the  7th  instant  is  duly  to  hand  and  contents  care- 
fully noted. 

Our  quotation  committee  only  quote  five  grades  this  season,  and  to-day  they 
are  quoted  as  follows:  Good  middling,  13i;  middling,  12};  low  middling,  11|; 
good  ordinary,  lOi;  ordinary,  9i. 

The  half  grades  go  at  the  split  differences,  while  tinges  sell  at  one-fourth 
to  three-eighths  off  white ;  stains,  one-half  to  five-eighths  off  white ;  and  nappy 
and  gin  cut  three-fourths  to  2  cents  off.  Grades  below  ordinary  are  not  quoted 
but  are  taken  by  buyers  in  private  settlement. 

Heretofore  it  has  been  customary  in  this  market  for  factors  when  offering 
their  lists  for  sale  to  class  out  even-running  grades  on  their  tables,  fixing  a 
price  on  each  graded  lot,  and  under  such  conditions  it  was  quite  simple  for  the 
quotation  committees  to  post  accurate  differences.  This  season,  however,  condi- 
tions are  entirely  different,  and  all  lots  are  sold  in  round  lots  at  one  price.  The 
factors  adopted  this  plan  on  account  of  the  very  wide  range  in  grades  and  the 
wide  differences  that  were  existing,  believing  they  could  effect  more  satisfactor; 
sales,  and  they  are  no  doubt  correct. 

The  principal  buyers  here  are  agents  of  large  firms  whose  headquarters  are 
in  other  cities,  and  these  firms  fix  their  differences  for  their  agents;  therefore 
I  doubt  if  there  are  any  two  buyers  here  with  the  same  differences. 

It  is  equally  as  hard  to  quote  accurately  the  basis  grade — middling — as  there 
are  no  even-running  middling  lots  sold.  One  lot  averaging  middling  in  bales 
will  sell  at  a  different  round  price  than  another  lot  averaging  middling  in 
bales.  The  factor  believes  he  sold  his  cotton  on  a  certain  basis  for  middling 
with  differences  according  to  his  ideas,  while  the  buyer  has  a  contrary  opinion, 
his  differences  not  being  the  same. 

Our  quotations  are  established  by  a  committee  of  five,  composed  of  three 
factors  and  two  buyers,  and  vice  versa,  changing  each  month.  They  meet  ench 
day  after  sales  have  been  reported,  and  each  committee  man  votes  or  expressea 
his  opinion,  and  the  chairman  quotes  according  to  the  majority. 

I  have  no  way  of  arriving  at  what  percentage  of  cotton  produced  in  this 
section  this  season  would  fall  short  of  United  States  Government  standards, 
but  I  believe  fully  15  per  cent  would  fall  short  on  future  contracts.  In  a  nor- 
mal season  very  little,  if  any,  cotton  in  our  section  would  be  below  seven- 
eighths  inch  in  staple.  Even  in  a  drought  season  would  there  be  but  a  small 
percentage  of  staple  under  seven-eighths,  as  most  of  the  cotton  from  this  imme- 
diate territory  comes  from  the  river  section. 

I  regret  my  inability  to  give  you  more  satisfactory  data,  but  I  am  glad  to 
B^id  you  all  we  have. 

Very  truly,  yours, 

E.  D.  Leotard.  President. 

Alabama  Warehouse  Oa, 
Montgomery,  Ala,,  Apfil  10,  1914^ 
New  Yobk  CJotton  Exchange, 

New  York,  N,  Y, 

Gentlemen  :  Your  letter  of  April  7,  addressed  to  the  Business  Men's  League, 
of  this  city,  has  been  turned  over  to  us.  Replying  thereto  beg~to  say  that  all 
cotton  is  s(Hd  in  this  market  by  the  actual  samples  and  in  round  lots  ranging 
from  strict  good  middling  to  strict  good  ordinary,  but  when  there  is  a  settle- 
ment necessary  we  use  the  differences  that  were  last  made  by  your  exchange. 
Yours,  very  truly, 

Alabama  Warehouse  Co., 
PerT.  L.  Samuel. 


Heard  Bros.,  Cotton  Factors, 

Macon,  Ga,,  April  IS,  i9U. 
Mr.  Edward  K.  Ck)NE, 

President  New  York  Cotton  Exchange,  New  York,  N,  Y. 
Dear  Sir:  Replying  to  your  favor  of  the  7th  instant  we  are  giving  below 
the  differences  that  prevailed  in  this  market  from  September  1,  1913,  to  April 
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1, 1914,  taking  good  middlings  as  the  basis  grade^  except  on  tinges  and  stains, 
in  which  case  the  corresponding  white  grade  is  taken  as  the  basis,  and  the 
figures  given  indicate  differences  of  the  corresponding  white  grade. 


Sept.  1 
Oct.  1. 
Nov.  1 
Dec.  1. 
Jan. 1. 
Feb.  1. 
Mar.]. 
Apr.  1, 


FuUv 
middllDg. 


Cent. 


Middling. 


Ctwt. 


i 


1 
1 


I 


Fully  low 
middling. 


Cents. 


i 

if 


Low 
middling. 


Cewte. 


li 


Tinges. 


Cent. 


Stains. 


Oenti. 


The  above  differences  are  based  on  Savannah  quotations,  which  apply  In 
this  market  as  well  as  actual  sales  made  in  this  market. 

In  regard  to  the  amount  of  cotton  produced  in  thlls  section  this  season  that 
would  not  fill  all  acceptance  on  the  Government  standards,  because  of  trash 
or  color,  would  say  that  we  do  not  believe  more  than  5  per  cent  of  last  season's 
production  would  come  in  this  class  in  this  immediate  territory  on  account  of 
the  unusually  favorable  weather  conditions  that  prevailed  during  the  picking 
season. 

Relative  to  proportion  of  cotton  produced  In  this  section  below  seven-eighths- 
inch  staple,  in  a  normal  season  we  should  say  35  to  40  per  cent;  in  a  drouth 
season,  75  to  80  per  cent. 

The  above  figures  represent  our  opinion  based  on  our  experience  in  handling 
spot  cotton  in  thta  territory  during  the  past  10  years. 
Yours,  very  truly, 

J.  M.  Hbabd,  Jr. 

Pabis,  Tex.,  April  18,  1914. 
Mr.  B.  K.  Cone, 

President,  yeto  York,  N.  Y. 

Deab  Bib:  Replying  to  your  favor  of  the  9th  instant,  will  sny  that  it  is  very 
hard  indeed  to  give  an  intelligent  idea  of  grades  in  this  section  which  would 
not  pass  Government  standard  during  an  abnormal  year  like  this.  Would  say 
al)out  30  per  cent  of  this  season's  crop  would  not  pass  and  that  about  10  to 
15  per  cent  normal  seasons  would  be  about  right. 

Your  letter  to  the  writer  as  president  of  the  Paris  CJotton  Exchange  duly 
received,  but  reply  was  delayed  on  account  of  absence  from  the  city.  Will 
say  that  this  exchange  does  not  keep  a  daily  record  of  grade  differences, 
as  practically  all  cotton  in  this  section  goes  export,  and  grade  differences  are 
fixed  by  the  buyers'  limits  from  the  other  side.  In  other  words,  we  do  not 
attempt  to  make  official  differences  here.  In  case  of  trouble  between  buyer  and 
seller,  arbitration  would  be  based  upon  the  value  the -day  of  settlement. 
Grade  differences  the  past  season  have  been  much  wider  below  middling  than 
ever  known  before  on  account  of  the  large  amount  of  low  grades  and  undesir- 
able cotton  in  this  section. 
Yours,  very  truly, 

Wild  &  Obmk, 
By  G.  D.  Hudson. 


ViCKSBUBo  Cotton  Exchange, 
Vicksburg,  Miss.,  April  18,  1914. 

Edwabd  K.  Cone,  Esq., 

President  Veto  York  Cotton  Exchange. 
Deab  Sib:  In  answer  to  your  letter  of  April  7,  I  am  directed  to  state  that 
our  committee  on  quotation  and  classification  is  not  active,  but  that  our  grades 
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and  prices  are  usaally  fixed  on  the  basis  of  those  prerailinc  in  the  New 
Orleans  marlcet 

In  answer  to  the  last  question,  there  is  practically,  if  not  positively,  no  seven- 
eighths-inch  staple  grown  in  our  section;  our  short-staple  cotton  is  always 
longer  than  this. 

Very  truly,  yours, 

J.  H.  Cook,  Secretary. 

The  Oklahoma  State  Cotton  EiXCHANGE, 

Oklahoma  City,  AprU  13,  1914, 

Mr.  Edward  K.  Cone, 

Room  H  Cotton  Exchange^  New  York,  N.  Y. 

Deab  Sib  :  Yours  of  April  7  has  been  received,  and  in  reply  beg  to  say  that 
this  exchange  does  not  make  any  quotations  or  arrange  any  ^fferences  in 
grades,  each  firm  issuing  their  own  difTerence  sheets  to  the  country,  based  upon 
orders  they  are  receiving  or  can  obtain.  I  think  that  something  like  15  to 
20  per  cent  of  the  Oklahoma  crop  produced  this  year  would  be  classed  below 
the  lowest  type  shown  in  the  Government  standard;  of  course  this  is  merely 
an  opinion.  I  think  that  In  a  normal  year  there  would  be  practically  no  cotton 
in  Oklahoma  below  seven-eighths  of  an  inch  in  staple.  In  a  season  like  the 
one  just  passed,  I  think  5  per  cent  would  cover  the  amount  easily. 
Yours,  very  truly, 

W.  E.  GoTTDELOGK,  President. 

Maddox-Ruckee  Go., 
Atlanta,  Ga.,  AprU  15,  IBlk- 
Mr.  E.  K.  Cone, 

President  New  York  Cotton  Exchange,  New  York,  N.  Y. 

Deab  Sib  :  Replying  to  yours  of  the  7th.  Our  market  is  a  high-grade  section. 
We  have  a  very  small  percentage  of  cotton  below  middling,  scarcely  1  per  cent 
of  our  receipts  an  average  season.  We  have  tinges  in  abundance  and  some 
stains,  but  no  very  low  grades.  We  arrive  at  our  differences  by  the  demand 
and  the  quantity  of  off  grades  that  we  Judge  will  come  upon  the  market,  and 
we  change  our  differences  as  occasion  require&  We  are  inclosing  you  on  tbe 
form  sent  other  information  asked  for. 
Yours,  very  truly, 

G.  A.  NiGOLSON,  President. 

Van  Liew  &  Ca, 
Temple,  Tex.,  AprU  10,  J9H. 
Mr.  Bdwabd  K.  Cone, 

President  New  York  Cotton  Exchange,  New  York,  N.  Y. 

Deab  Sib:  We  have  your  circular  letter  under  date  of  the  7th,  and  in  com- 
pliance with  your  request  we  inclose  cards  showing  the  differences  on  and  off 
middling  as  they  have  prevailed  in  our  market  during  the  season.  Tinges  and 
stained  cottons  have  been  scarce  throughout  the  season,  but  one-half  cent  off 
tor  spots  and  1  cent  off  for  tinges  and  stains  have  been  the  prevailiug  differ- 
ences. Blue,  or  storm  cotton,  which  at  one  time  was  plentiful,  was  taken  at 
a  value  determined  on  at  the  time  such  cottons  were  received,  but  had  no 
really  fixed  difference. 

The  quotations  in  our  market  are  made  up  from  prices  that  are  paid  each 
day  and  which  are  controlled  to  a  great  extent  by  receipts,  cotton  offered  tor 
sale,  and  the  demand.  Our  differences  on  and  off  middling  are  made  and 
governed  entirely  by  differences  circulated  by  the  different  exporting  houses 
in  Texas  and  in  our  section,  all  exporting  firms  fixing  these  differences  by 
what  they  are  able  to  turn  the  different  grades  to  Europe  and  the  Continent 

Our  section  does  not  produce  cotton  of  inferior  staple.  In  a  normal  season 
there  would  be  nothing  below  1  inch  in  staple  ,and  in  a  droughty  year  ^w 
would  not  get  over  8  per  cent  going  under  this  length. 

Trusting  this  letter  covers  the  information  desired  by  you,  and  if  at  any 
time  we  can  be  of  service,  command  us. 
Yours,  very  truly. 

Temple  Cotton  Exchange, 
By  W.   L.   Van   Liew,  President. 
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Temple,  Tex.,  September  i,  19 IS. 

Deab  Sib:  Beginning  to-day  our  differences  above  and  below  middling  are 
as  follows,  good  until  changed : 

Good  middling,  one-fonrtb  cent  on ;  strict  middling,  one-eighth  cent  on ;  strict 
low  middling,  three^lghths  cent  off;  low  middling,  1  cent  off;  strict  ^ood  ordi- 
nary, 2  cents  off;  good  ordinary,  3  cents  off;  strict  ordinary,  4^  cents  off; 
ordinary,  61  cents  off;  spotted  cotton,  one-fourth  cent  off  white;  tinged  cotton, 
one-half  cent  off  white. 
Yours,  very  truly, 

Van  Liew  &  CJo. 


Temple,  Tex.,  October  1,  J91S. 

Dear  Sib:  Beginning  to-day  our  differences  above  and  below  middling  are 
as  follows,  good  until  changed : 

Good  middling,  three-eights  cent  on;  strict  middling,  three-sixteenths  cent 
on;  strict  low  middling,  three-eighths  cent  off;  low  middling,  1  cent  off;  strict 
good  ordinary,  2^  cents  off;  good  ordinary,  8}  cents  off;  strict  ordinary,  4| 
cents  off;  ordinary,  5}  cents  off;  spotted  cotton,  one-fourth  cent  off  white; 
tinged  cotton,  one-half  cent  off  white;  blue,  one-half  cent  grade  off  white. 
Tours,  very  truly. 

Van  Liew  &  Co. 


Temple,  Tex.,  November  i,  191S. 

Deab  Sib:  Beginning  to-day  our  differences  above  and  below  middling  are 
as  follows,  good  until  changed : 

Good  middling,  one-half  c^it  on;  strict  middling,  one-fourth  cent  on;  strict 
low  middling,  three-eighths  cent  off;  low  middling,  H  cents  off;  strict  good 
ordinary,  2^  cents  off;  good  ordinary,  3}  cents  off;  strict  ordinary,  4}  cents  off; 
ordinary,  6  cents  off;  spotted  cotton,  one-fourth  cent  off  white;  tinged  cotton, 
one-half  cent  off  white. 
Yours,  very  truly. 

Van  Liew  &  Ca 


Temple,  Tex.,  November  22,  191S, 

Deab  Sib:  Beginning  to-day  our  differences  above  and  below  middling  are 
as  follows,  good  until  chuiged : 

Good  middling,  one-half  coit  on;  strict  middling,  one-fourth  cent  on;  strict 
low  middling,  one-half  cent  off ;  low  middling,  li  cents  off ;  strict  good  ordinary, 
2)  cents  off ;  good  ordinary,  8f  cents  off ;  strict  ordinary,  4f  cents  off ;  ordinary, 
6  cents  off;  spotted  cotton,  one-half  cent  off  white;  tinged  cotton,  1  cent  off 
white. 

Yours,  very  truly. 

Van  Liew  &  Co. 


Temple,  Tex.,  December  15,  191S. 

Deab  Sib:  Beginning  to-day,  our  differences  above  and  below  middling  are 
as  follows,  good  until  changed : 

Good  middling,  five-eighths  cent  on;  strict  middling,  five-sixteenths  cent  on; 
strict  low  middling,  one-half  cent  off;  low  middling,  li  cents  off;  strict  good, 
ordinary,  2f  cents  off;  good  ordinary,  3 J  cents  off;  strict  ordinary,  4|  cents  off; 
ordinary,  6  cents  off;  spotted  cotton,  one-half  cent  off  white;  tinged  cotton,  1 
cent  off  white. 

Yours,  very  truly. 

Van  Likw  &  Co. 


Temple  Tex.,  January  15,  1914^ 
Deab  Sib:  Beginning  to-day,  our  differences  above  and  below  middling  ace 
as  follows,  good  until  changed : 

Good  middling,  three-fourths  cent  on;  strict  middling,  three-eighths  cent  on; 
strict  low  middling  one-half  cent  off;  low  middling,  li  cents  off;  strict  good 
ordinary,  21  cents  off;  good  ordinary,  3}  cents  off;  strict  ordinary,  41  cents  off; 
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ordinary,  6  cents  off;  spotted  cotton  one-half  cent  off  white;  tinged  cotton,  1 
cent  off  white, 
off  white. 

Yours,  very  truly, 

Van  LiBw  &  Co. 


Temple,  Tex.,  February  1,  19H, 

Deak  Sib:  Beginning  to-day,  our  differences  above  and  below  middling  are 
as  follows,  good  until  changed: 

Good  middling,  three-fourths  cent  on;  strict  middling,  three-eighths  c«it  on; 
strict  low  middling,  one-half  cent  off;  low  middling.  If  cents  off;  strict  good 
rldnary,  2f  cents  off;  good  ordinary,  3f  cents  off;  strict  ordinary,  4f  cents  off; 
ordinary,  6  cents  off;  spotted  cotton,  one-half  cent  off  white;  tinged  cotton,  1 
cent  off  white. 

Yours,  very  truly. 

Van  Liew  &  Co. 


Temple,  Tex.,  April  1.  19U. 

Dear  Sib:  Beginning  to-day,  our  differences  above  and  below  middling  are 
as  follows,  good  until  changed : 

Good  middling,  three-fourths  cent  on;  strict  middling,  three-eighths  ceit  on; 
strict  low  middling,  three-fourths  cent  off;  low  middling,  If  cents  off;  strict 
good  ordinary,  2f  cents  off ;  good  ordinary,  3f  cents  off ;  strict  ordinary,  4f  cents 
off;  ordinary,  6  cents  off;  spotted  cotton  one-half  cent  off  white;  tinged  cotton  1 
cent  off  white. 

.    Yours,  very  truly. 

Van  Liew  &  Co. 


Waxahachie,  Tex.,  April  10,  191^. 
Mr.  Edward  K.  Cone, 

President  New  York  Cotton  Exchange,  New  York,  N,  Y. 

Dear  Sir:  In  answer  to  your  favor  of  the  7th  of  April,  we  are  inclosing 
you  oirr  difference  sheets,  showing  the  differences  prevailing  at  the  different 
dates.  We  arrive  at  these  differences  by  the  way  we  have  to  sell  cotton,  and  as 
most  of  our  cotton  is  sold  in  Liverpool  and  Bremen  we  mal^e  the  differences 
on  the  prices  we  can  get  there. 

A  normal  season  our  staple  runs  1  to  li;  the  past  season  it  was  1  to  1^; 
we  never  have  any  below  seven-eighths  inch. 

I  suppose  there  was  in  this  (Ellis)  county  300  or  400  bales  of  very  low  grade 
and  what  we  call  perished  staple ;  the  cotton  stayed  in  the  field  until  it  rotted. 

This  county  made  126,000  bales,  and  you  can  figure  the  percentage  of  Inferior 
staple. 

Yours,  very  truly, 

C.  D.  Pickett  &  Co. 


Differences  prevailing  November  1  to  January  1,  1914 :  Strict  good  middliog, 
three-fourths  on ;  good  middling,  one-half  on ;  strict  middling,  one-fourth  on ;  strict 
low  middling,  one-half  off;  low  middling,  li  off;  strict  good  ordinary,  2^  off; 
good  ordinary,  3^  off;  strict  middling  tinged,  one-fourth  off;  middling  tinged, 
one-half  off ;  strict  low  middling  tinged,  li  off ;  low  middling  tinged,  2i  off. 

Differences  up  to  November  1,  1913:  Strict  good  middling,  three-eighths  on; 
good  middling,  one-fourth  on;  strict  middling,  one-eighth  on;  strict  low  mid- 
dling, five-sixteenths  off;  low  middling,  1  off;  strict  good  ordinary.  If  off; 
good  ordinary,  3  off;  strict  middling  tinged,  one-eighth  off;  middling  tinged, 
one-fourth  off;  strict  low  middling  tinged,  1  off;  low  middling  tinged,  2  off. 

Since  January  1  to  date,  April  10,  1914 :  Strict  good  middling.  If  on ;  good 
middling  1  on ;  strict  middling,  three-fourths  on ;  strict  low  middling,  one-half 
off;  low  middling,  If  off;  strict  good  ordinary,  3  off;  good  ordinary,  4  off; 
strict  middling  tinged,  one-half  off;  middling  tinged,  1  off;  strict  low  middling 
tinged,  2  off;  low  middling  tinged,  2i  off. 

Difference^  have  been  wider  than  ever  before  on  account  of  so  much  low 
cotton. 
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STATEMENT  OF  MB.  EDWABD  K.  CONE,  OF  NEW  TOBK,  N.  Y., 
PBESIBENT  OF  THE  NEW  YORK  COTTON  EXCHANGE. 

The  Chairman.  Mr.  Cone,  you  have  heard  Mr.  Marsh's  statements 
m  reference  to  these  various  proposals  here,  and  I  would  like  to  ask 
you  as  the  representative  head  of  the  New  York  Cotton  Exchange 
whether  vou  agree  in  general  with  the  statements  submitted  by 
Mr.  Marsh  to  the  committee? 

Mr.  Cone.  Generally  speaking,  I  do;  yes,  sir.  There  is  one  thing 
Mr.  Marsh  omitted  to  state,  which  is  a  minor  matter,  on  the  matter 
of  standardization.  I  think  it  is  very  necessary  that  the  Govern- 
ment standards  should  be  changed  so  as  to  include  all  varieties  of 
cotton,  as  Mr.  Marsl\  has  suggested.  I  do  not  think  that  at  the  mo- 
ment, as  they  are  made  up,  they  properly  represent  these  cottons, 
and  particularly  they  do  not  represent  the  cottons  of  the  Atlantic 
States.  I  thi^k,  therefore,  there  should  be  given  to  the  Secretary 
of  Agriculture  authoritv  to  change  those  standards,  but  having  once 
been  changed  they  should  be  fixed  and  unalterable. 

As  I  wrote  you,  I  do  not  think  we  should  have  a  35-inch  yard 
measure  this  year  and  a  37-inch  yard  measure  next  year.  When  the 
standards  have  been  once  arrived  at  they  should  be  kept  there.  Con- 
tracts are  made  months  ahead,  and  in  a  big  crop  year  they  are  made 
years  ahead,  with  spinners.  If  you  will  change  the  standards  you 
change  the  value  of  the  contract;  you  see,  there  would  be  consider- 
able confusion  if  you  did  that. 

The  Chairman.  Yes.  Your  proposition  is  if  we  establish  a  stand- 
ard, we  ought  to  establish  it  once  for  all. 

Mr.  Cone.  Once  and  for  all. 

The  Chairman.  Mr.  Cone.  I  think  I  asked  you  yesterday,  prob- 
ably not  as  fully  as  I  might  nave  done,  if  these  various  propositions 
before  the  committee — the  three  bills — ^the  Candler  bill,  which  is  the 
old  Scott  bill,  Senate  bill  110,  and  the  House  bill — ^have  been  sub- 
mitted as  *o  their  constitutionality  to  your  lawyer? 

Mr.  Cone.  No  sir;  they  have  not. 

The  Chairman.  You  told  us  yesterday  that  the  attorney  for  the 
New  York  Cotton  Exchange  was  Mr.  Taft  ? 

\Cp  Cone   Y'es 

The  Chairman.  What  Mr.  Taft? 

Mr.  Cone.  Mr.  Henry  W.  Taft. 

The  Chairman.  Have  you  consulted  any  attorney  in  the  city  of 
Washington? 

Mr.  Cone.  No,  sir. 

The  Chairman.  Have  you  consulted  any  attorneys  in  reference  to 
this  bill  ? 

Mr.  Cone.  No;  we  never  have,  Mr.  Lever,  anywhere. 

Mr.  Hauoen,  What  is  your  idea  about  Federal  inspection  and 
grading  or  classing?    Do  you  agree  with  Mr.  Marsh  in  wnat  he  said? 

Mr.  Cone.  Well,  I  do  not  think  it  makes  very  much  diflference. 
It  is  very  hard  to  get  good  classers,  as  Mr.  Glenny  can  tell  you.  We 
have  seven  up  in  New  York  that  we  call  pretty  good,  but  we  have  to 
guarantee  their  work.  We  have  now  the  Government  standards. 
The  New  York  Exchange  has  adopted  the  Government  standards; 
but  it  is  an  open  question,  and  any  man  can  dispute  our  classification. 
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Mr.  Haugen.  Who  settles  it  finally  ?    Who  has  the  last  say  ? 

Mr.  Cone.  Our  classification  committee  has  the  last  say. 

Mr.  Haugen.  And  that  is  made  up  of  members  of  the  board? 

Mr.  Cone.  No.  They  are  men  whom  we  get  from  all  over  the 
country,  men  such  as  Mr.  Millett,  who  was  here  yesterday,  who  has 
served  a  long  apprenticeship  in  the  South,  in  Memphis  and  elsewhere 

Mr.  Haugen.  Are  they  interested  in  the  exchange? 

Mr.  Maouise.  Are  they  members  of  the  exchange? 

Mr.  Cone.  Two  or  three  of  them  are  members  of  the  exchange. 
But  they  have  been  out  of  the  active  cotton  business  for  a  long  time. 
They  are  forbidden  by  the  rules  to  engage  in  any  business,  and 
any  member  having  any  dealings  with  them  in  cotton  is  liable  to 
expulsion. 

Mr.  Maguire.  Are  they  classed  as  employees  of  the  exchange? 

Mr.  Cone.  Employees ;  yes. 

Mr.  Maguire.  On  a  salary  ? 

Mr.  Cone.  Yes,  sir ;  $3,000  each. 

Mr.  Maguire.  They  stay  in  New  York  most  of  the  time  ? 

Mr.  Cone.  All  of  the  time. 

Mr.  Heplin.  How  many  inspectors  would  you  have?^  Mr.  Haugen 
asked  you  if  you  were  in  favor  of  the  Government  naming  inspectors. 
How  many  would  you  suggest  be  appointed  by  the  Government 
to  classify  cotton  ? 

Mr.  Cone.  It  depends  entirely  upon  how  you  are  going  to  do  it 
If  you  are  going  to  do  it  to  save  wastage,  it  should  be  done  in  the 
South  where  they  could  train  the  farmers  how  to  handle  their  cot- 
ton, but  you  would  have  to  have  a  ^eat  corps  of  employees. 

Mr.  EtEFLiN.  You  do  not  think  it  would  be  necessary,  Mr.  Cone, 
to  have  a  Goveirnment  classifier  or  classer,  whatever  you  call  them, 
at  every  local  market,  do  you  ? 

Mr.  Cone.  I  do  not  think  so. 

Mr.  Heflin.  Don't  you  think  the  suggestion  I  made  about  a  cot- 
ton court,  or  a  court  to  pass  on  the  dinerences  between  buyer  and 
seller,  when  they  could  not  agree  as  to  the  grade  that  was  con- 
tracted for — don't  you  think  that  a  court  of  mat  sort  would  be  a 
valuable  thing,  disinterested  ? 

Mr.  Cone.  They  would  be  disinterested ;  yes.  I  do  not  know  just 
how  it  would  work  out.    I  never  gave  that  any  thought,  Mr.  Heflin. 

Mr.  Haugen.  Don't  you  think  it  would  be  quite  sufficient  to  place 
these  inspectors  at  the  principal  ports  where  cotton  is  being  ex- 
ported and  then  at  the  principal  terminals,  say,  10  or  15,  or  what- 
ever it  may  be?  For  instance,  we  are  inspecting  meats.  We  are 
not  sending  inspectors  to  the  farmer  who  kills  a  calf  or  two ;  we  are 
sending  them  to  the  big  packing  houses.  And,  for  instance,  it  is 
proposed  that  we  should  provide  for  the  inspection  and  the  grading 
of  grain.  It  is  proposed  that  we  should  put  the  inspectors  in,  I  be- 
lieve, at  a  dozen  terminals,  which  would  meet  all  the  requirements. 
We  do  not  think  of  putting  in  an  inspector  at  every  town ;  there  is  no 
need  of  them,  because  there  is  not  sufficient  inspection  there  to  be 
made. 

Mr.  Cone.  I  should  say,  offhand,  if  you  are  going  to  have  any 
such  system  as  that,  it  should  be  at  the  compress.    That  is  where 
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every  bale  is  handled.  The  bale  is  not  often  seen  by  the  buyer  of 
that  cotton  from  the  time,  we  will  say,  it  leaves  Dallas  until  it  gets 
over  to  Bremen. 

Mr.  Haugen.  Do  you  mean  that  the  classer  is  to  have  the  power 
to  stand  there  and  go  through  the  bale  every  time  it  is  compressed  ? 

Mr.  Cone.  No. 

Mr.  Haugen.  A  bale  has  to  go  through  these  terminals — Memphis 
and  New  York? 

Mr.  Cone.  No;  it  may  be  bought  in  the  interior. 

Mr.  Haugen.  Oh,  certainly;  but  the  merchant  buys  it  from  the 
farmer,  and  he  sells  to  a  particular  spinner,  and  every  time  there  is 
the  place  for  the  inspection.  The  spinner  buys  from  the  merchant, 
and  he  wants  to  know  exactly  what  he  is  getting ;  he  wants  this  bale 
inspected  by  a  disinterested  party  from  the  party  from  whom  he 
buys.  If  he  buys  at  Memphis,  he  wants  it  graded  at  Memphis, 
exactly  as  at  New  York.    We  want  uniform  grading. 

Mr.  Cone.  If  you  want  to  benefit  the  farmer,  you  want  to  inspect 
it  when  it  leaves  the  gin.  Then  the  farmer  gets  the  full  benefit  of 
the  scientific  knowledge  of  the  inspector. 

Mr.  Haugen.  The  farmer  every  time  pays  the  loss.  I  have  been 
a  merchant  mvself ,  and  I  know  the  merchant  is  not  doing  business 
for  the  fun  of  it.  They  simply  want  a  square  deal,  and  they  will 
treat  the  farmer  fairly  if  they  get  a  square  deal.  But  if  they  buy 
a  bale  of  cotton  not  knowing  whether  it  is  going  to  be  graded  No.  1  or 
2,  or  upland,  or  whatever  you  call  it,  then  it  is  uncertain  with  them ; 
it  is  all  a  speculation.  They  want  to  know  when  it  reaches  a  ter- 
minal that  it  will  be  inspected  and  it  will  be  graded  exactly  for 
what  it  is,  by  a  disinterested  party. 

Mr.  Cone.  Yes ;  it  might  be  a  help. 

The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Cone.  I 
would  like  to  ask  Mr.  Glenny,  the  president  of  the  New  Orleans 
Cotton  Exchange,  to  give  his  views  to  the  committee. 

Mr.  Glenny,  I  hope  you  will  make  your  statement  as  short  as  pos- 
sible. 

STATEMENT  OF  MB.  E.  J.  GLENNY,  PRESIDENT  OF  THE  NEW 
OBLEANS  COTTON  EXCHANGE,  NEW  ORLEANS,  LA. 

Mr.  Glenny.  I  shall  do  so,  Mr.  Chairman.  I  feel  very  much  like 
the  little  boy  who  was  permitted  to  go  down  for  the  dmner  party 
to  observe  and  had  to  go  to  bed  early.  However,  I  shall  feel  that  I 
have  learned  a  great  deal  about  the  cotton  business,  although  I  have 
been  in  it  for  twenty-odd  years,  having  heard  the  discussions  from  the 
various  members  of  the  committee.  I  will  not  attempt  to  defend 
the  cotton  exchanges  for  their  existence  at  all,  but  simply,  as  nearly 
as  I  can  and  as  concisely  as  I  can,  to  touch  upon  the  provisions  of 
the  bill. 

The  Chairman.  I  am  very  glad  you  are  pursuing  that  course,  and 
I  think  you  have  been  here  during  all  of  the  hearings,  and  you  know 
the  disputed  points  in  the  bill,  if  this  bill  is  to  be  passed.  If  another 
bill  is  to  be  passed,  why,  of  course,  we  do  not  know  that  yet. 
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Mr.  Glenny.  I  will  skip  the  first  two  sections  of  the  bill  and  pro- 
ceed to  section  3,  line  19,  and  touch  upon  the  words — ^the  change 
proposed  by  Mr.  Marsh — "  a  resident  of."  I  agree  with  Mr.  Marsli 
entirely  that,  left  as  it  is  in  the  bill,  it  can  be  easily  defeated  in  the 
courts.  And,  further — I  do  not  think  Mr.  Marsh  brought  it  out  in 
his  discussion— I  will  say  that  as  it  stands,  without  two' words,  "a" 
and  "  of,"  it  will  cover  those  men  who  are  in  the  United  States  doing 
business  for  foreign  exchanges  more  easily  than  it  would  otherwise. 
And  I  want  to  bring  this  before  the  committee,  that  a  nienilKT  of 
the  Liverpool  Cotton  Exchange,  as  I  understand  it,  must  be  a  resident 
of  the  British  possessions;  and  by  no  chance  could  any  Amerif-an 
become  a  ineiuber  of  the  Liverpool  exchange  unless  he  hecamij  a  resi- 
dent of  Kngland,  Ireland,  or  Scotland.  The  result  would  be  the 
transfer  of  the  business  from  this  country  not  only  in  name  but  in 
actual  fact,  and  they  would  have  the  power,  which  'I  hardly  think 
any  of  us  want  to  give  them,  to  make  the  price  of  the  commodity 
from  a  consumer's  viewpoint.  I  think  it  is  very  important  that 
those  two  words  should  be  eliminated. 

We  will  pass  on,  then,  to  section  5  in  regard  to  the  rate  of  tax. 

The  suggestion  has  been  made  for  5  cents  rather  than  25  cents,  I 
agree  entirely  with  that  suggestion,  and  I  believe  that  such  a  tax  will 
be  absorbed  by  the  brokers,  and  it  will  therefore  not  go  back  to  the 
consumer.  Nor  will  it  go  back  to  the  producer.  I  believe  if  it  is 
absorbed  by  the  brokers — Mr.  Marsh  will  bear  me  out — that  from  the 
economic  point  of  view  it  will  not  touch  either  of  those  tw^o  parties. 
And  I  want  to  say  in  that  connection,  that  while  Mr.  Marsh  stated 
that  25  cents  was  insignificant,  25  cents  is  notj  in  my  opinion,  insig- 
nificant, for  the  reason  that  these  contracts  will  have  to  be  stamped 
at  each  trasfer,  and  there  may  be  10, 15,  or  20  transfers,  and  25  cents 
will  be  multiplied  just  so  many  times  as  they  are  transferred. 

In  the  time  that  we  had  the  tax  of  1  cent,  I  think  it  was,  per  hun- 
dred pounds,  after  the  Spanish-American  War,  the  tax  amounted  to 
in  the  neighborhood  of  30  to  35  cents,  cotton  being  between  6  and  7 
cents  a  pound. 

The  Chairman.  Do  you  happen  to  know  how  much  revenue  was 
raised  from  that? 

Mr.  Glenny.  I  do  not  know,  but  I  know  how  much  expense  there 
was.  One  hundred  dollars'  worth  of  stamps  did  not  last  any  time  at 
all,  and  it  became  very  burdensome.  Patriotism  probably  prevented 
complaint,  but  I  think  the  thing  that  affected  us  most  was  there  was 
no  use  of  kicking  against  it.     We  had  to  pay  it. 

Now,  paragraph  5  of  section  5 — or,  before  we  touch  upon  that 
point,  there  was  some  discussion  as  to  what  was  meant  by  the  Gov- 
ernment standards  and  what  grades  would  be  deliverable  upon  the 
contract.  I  take  it  that  the  words  in  the  bill  mean  what  they  say. 
On  page  4,  line  5, 1  find  the  words  "  delivered  thereunder  shall  be  of 
or  within  the  grades  for  which  standards  are  established  bv  the 
Secretary  of  Agriculture,  except  as  prohibited  by  the  fifth  subdivi- 
sion of  this  section,  and  no  other  grade  or  grades." 

I  take  that  to  mean  that  "of  or  within  the  grades"  implies  that 
they  can  be  of  those  grades  or  of  any  intermediate  grade  between 
good  ordinary,  and  middling  fair. 

I  also  wish  to  call  attention  to  the  word  "  standard."  I  take  it  to 
mean  exactly  what  it  says,  a  standard  and  not  a  type.    It  is  a  stand- 
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ard  of  olassification,  not  a  thing  that. must  be  exactly  matched,  as  a 
type  would  have  to  be. 

With  that  I  take  into  consideration  the  fifth  paragraph  of  section 
5,  on  page  4,  which  definitely  provides  against  what  can  not  be  de- 
livered upon  the  contract.  "Taking  those  three  things  together,  I  do 
not  see  where  any  difficulty  would  come  under  the  bill  in  delivering 
cotton  of  the  grades,  or,  J  will  put  it  "of  variations  of  the  grades 
which  are  contemplated  by  these  standards  of  classification. 

Mr.  Lee.  You  think  repacked,  false  packed,  or  mixed  packed  would 
cover  it? 

Mr.  Glenny.  No,  sir.  They  are  different  things  in  the  cotton  busi- 
ness. I  will  touch  on  the  fifth  paragraph,  and  I  may  save  some  time. 
I  say  that  the  fifth  paragraph  is  vague  and  does  not  fully  cover  the 
necessities  of  the  trade.  In  other  words,  it  should  be,  if  iinything, 
more  stringent  than  it  is  here;  but  at  the  same  time  it  should  be,  I 
was  going  to  say,  more  elastic,  if  we  could  have  such  a  condition. 
But  iif  we  stick  to  what  is  here  we  have  definitely  described  the  cot- 
ton which  would  not  be  deliverable  upon  a  contract.  The  other  cot- 
ton, therefore,  is  deliverable  upon  a  contract,  and  I  want  to  say  to 
you  gentlemen,  particularly  those  who  know  nothing  of  cotton,  that 
the  things  that  occur  in  the  cotton  crop  are  so  many  and  so  unexpected 
that  we  can  have  all  sorts  of  new  terms  applied  to  a  bale  of  cotton 
that  no  man  can  dream  of  being  used.  For  instance,  boUies,  reginned 
cotton,  and  machine  cotton,  and  such  things  as  were  brought  out  very 
fully  here. 

Now,  when  you  say  shows  an  excess  of  seed 

Mr.  Hefun.  Before  you  go  to  that,  Mr.  Glenny,  let  me  ask  you  a 

Juestion  about  repacked.  In  a  good  season,  when  the  cotton  is  all 
air,  free  from  trash  and  stain,  the  samples  that  had  been  in  the 
various  local  markets  of  the  South  are  packed  again.  That  is  re- 
packed. 

Mr.  Glenny.  Yes,  sir. 

Mr.  Heflin.  Now,  that  is  as  good  cotton  in  some  seasons  of  the 
year  as  we  can  find  in  the  whole  South. 

Mr.  Glenny.  We  have  a  contract  with  the  exchange  for  that  sort 
of  cotton,  with  the  men  who  rebale  it,  and  we  sell  that  cotton  at 
1  cent  a  pound  below  the  price  of  low  middling. 

The  Chaibbcan.  The  reason,  I  presume,  Mr.  Glenny,  that  you — — 

Mr.  Glenny.  You  can  not  get  any  more  for  it,  Mr.  Lever ;  that  is 
the  only  reason. 

The  Chaibman.  For  the  reason,  I  say,  as  a  matter  of  fact,  it  is 
not  as  good  as  another  cotton,  because  it  is  a  bale  of  very  much  mixed 
grades,  and  the  spinner  could  not  use  it  so  well. 

Mr.  Glenny.  But  not  only  that,  Mr.  Lever;  of  necessity  it  is  in 
the  shape  of  samples,  and  it  does  not  work  in  the  mill  as  well  as  it 
would  if  it  were  a  bale  of  even  length. 

The  Chairman.  Of  even  running  length  ? 

Mr.  Glenny.  Yes. 

The  Chairman.  Have  you  repacked  cotton  delivered  on  contract? 

Mr.  Glenny.  No,  sir;  by  no  means. 

The  Chairman.  It  is  not  now  deliverable  on  a  New  York  con- 
tract, is  it? 

Mr.  Glenny.  No,  sir ;  nor  false  packed,  nor  what  is  intended  here 
to  be  "  mixed  "  packed. 
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Mr.  Heflin.  What  do  you  mean  by  "  false  packed  *'  and  "  mixed 
packed"? 

Mr.  Glekky.  a  mixed-packed  bale  is  that  bale  which  contains  two 
or  more  grades  of  cotton ;  that  is,  distinctly  two  or  more  grades  of 
cotton.  All  bales  of  cotton  contain  a  variation  of  its  own  grade. 
There  is  no  bale  of  cotton  that  was  ever  put  up  that  you  could 
sample  from  the  top  and  the  bottom  and  not-  get  two  different  grades 
of  cotton. 

Mr.  Hefein.  What  do  you  mean  by  "  false  packed  "  ? 

Mr.  Glenny.  False  packed  is  cotton  which  has  not  been  fairly 
packed. 

Mr.  Marsh.  It  looks  so  when  it  is  put  in  the  bale. 

Mr.  Glenny.  Fraudulently  packed.  It  might  have  a  grindstone  in 
the  middle  of  it.  I  will  tell  you  what  happened  to  a  cotton  factor  who 
ran  his  bale  of  cotton  through  the  compress.  And,  by  the  way,  if  you 
put  a  grindstone  in  you  are  liable  to  break  the  compress.  He  found 
'  this  grindstone  in  the  middle  of  the  bale  when  the  hoops  were  taten 
off  so  that  the  bale  could  be  compressed.  He  was  told  that  he  had 
better  send  it  back  to  the  farmer  or  charge  him  for  it,  and  he  said 
no;  but  when  he  had  occasion  to  shij)  him  a  barrel  of  sugar  he 
would  put  the  grindstone  in  it  and  ship  it  back  to  him.  He  did, 
and  that  barrel  of  sugar  and  stone  have  never  been  heard  from  since. 
[Laughter.] 

Mr.  Hawley.  Which  was  the  more  valuable! 

Mr.  Glenny.  At  that  time  sugar  was;  but  the  farmer  did  not 
want  to  acknowledge  the  mndstone.    [Laughter.! 

Now,  you  say  in  this,  "show  an  excess  of  seed."  I  may  consider 
one  seed  in  a  bale  of  cotton  excessive  seed,  or  I  may  consider  a 
thousand  seeds  excessive  seed.  We  use  the  term  "seedy"  on  our 
exchange.  It  is,  in  commercial  parlance,  a  definite  thing;  but  in  a 
statute  it  would  be  indefinite  and  subject  to  the  interpretation  of  the 
courts. 

Mr.  Heflin.  You  say  you  call  it  "  seedy." 

Mr.  Glenny.  Seedy;  yes;  it  means  excessive  seed. 

Mr.  Heflin.  Something  like  "  mokes  "  about  gins ;  is  that  it  ? 

Mr.  Glenny.  Yes. 

Mr.  Heflin.  Hulls  and  seeds  mixed  in. 

Mr.  Glenny.  No;  not  hulls;  just  simply  seed;  "  or  that  shows  an 
excess  of  seed,  sand,  dirt,"  etc.  To  those  I  apply  the  same  explana- 
tion ;  "  or  that  shows  excessive  damage  in  ginning."  That  is  what  is 
termed  "  gin  cotton,"  which  ought  to  be  by  all  means  left  out ;  "  all 
bales  containing  any  pickings  or  linters,  or  cotton  that  is  of  grade 
lower  than  low  middling,"  for  which  I  suggest  "good  ordinary,'^ 
^'  or  lower  than  strict  low  middling  tinged,  or  lower  than  middling 
stained."  Lower  than  low  middling  is  a  definite  thing.  Lower 
than  strict  middling  tinned  is  apother  definite  thing.  Is  low  mid- 
dling lower  than  low  middling  tinged?  By  lower  than  low  mid- 
dling stained  you  have  three  low  grades  to  be  delivered  on  a 
contract. 

The  Chairman.  What  is  your  suggestion  there  ? 

Mr.  Glenny.  I  would  say,  of  course,  always  reserving  the  opinion 
that  good  ordinary  should  be  substituted  for  low  middling;  or  if 
tinged,  not  lower  than  strict  low  middling;  oft  if  stained,  not  lower 
than  middling 
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The  Chairman.  You  make  that  clearer  in  language. 

Tdi.  GuBNNY.  It  makes  it  clearer  and  it  fixes  your  low  grade,  "  or 
cotton  that  is  less  than  seven-eighths  inch  or  more  than  14  inches  in 
length  of  staple."  There  has  b^n  a  great  deal  of  discussion  on  that. 
I  came  up  here  prepared  to  advocate  five-eighths  of  an  inch.  I 
would  be  willing  to  compromise  on  three-quarters  of  an  inch. 

Now,  while  we  are  upon  that  particular  subject,  Mr.  Chairman, 
I  want  to  say  this,  that  seven-eighths  inch  does  not  mean  that  cotton 
of  seven-eighths  inch  will  be  delivered  upon  a  contract.  There  is  no 
man  in  the  business  who  would  dare  to  snip  seven-eighths  cotton  for 
delivery,  because  if  he  was  the  slightest  fraction  under  that  he  knows 
that  he  would  be  penalized  one-quarter  of  a  cent  a  pound.  That 
being  the  case,  he  would  send  cotton  not  less  than  an  inch,  and 
probably  longer. 

Now,  in  finding  seven-eighths  of  an  inch,  what  is  it  in  cotton  par- 
lance? On  a  damp  day,  with  the  staple  that  is  one  thing,  on  a  dry 
day  it  is  another.  It  would  vary  a  fraction  of  an  inch,  due  entirely 
to  the  moisture  of  the  weather. 

Mr.  Hawlby.  What  fraction  of  an  inch  ? 

Mr.  G14ENNY.  It  might  vary  even  one-sixteenth  of  an  inch  in  long- 
staple  cotton.  To-day  it  would  pull  well ;  to-morrow  it  is  dry,  and 
it  would  not.  If  the  room  is  steam  heated  when  cotton  is  classed, 
it  has  a  material  effect  upon  the  staple;  and  frequently  they  will 
have — ^I  do  not  approve  of  it — ^the  rooms  in  which  the  cotton  is 
stored  sprinkled  in  order  to  preserve  the  staple  in  the  cotton ;  and  the 
mills  use  a  means  of  keeping  the  atmosphere  moist  and  have  instru- 
ments giving  the  exact  moisture,  so  that  they  can  spin  the  cotton 
from  the  staples  which  they  use. 

So  that  when  you  come  down  to  a  definite  thing  like  seven-eighths 
of  an  inch,  which  has  been  shown  by  the  testimony  here  before  this 
committee  to  be  mighty  close  to  the  very  edge  of  what  is  grown,  I 
think  that  we  ought  to  have  a  shade  of  latitude,  and  for  that  shade 
I  woidd  suggest  one-sixteenth  inch,  or  three-fourths  inch  as  the  low  ^ 
limit 

The  Chairman.  Would  ^ou  make  that  less  than  one-sixteenth  inch 
or  less  than  seven-eighths  inch  ? 

Mr.  Glenny.  Anything  within  three-fourths  inch.  That  would 
be  fair.  Now,  I  do  not  agree  with  Mr.  Marsh  as  to  penalizing  any 
deliveries  below  that,  because  it  is  going  to  create  confusion  and  a 
good  deal  of  trouble  in  the  future  contract  markets  of  the  country. 
The  people  will  be  quibbling  as  to  whether  it  is  exactly  three-fourths 
inch  or  exactly  seven-eighths  inch,  and  there  will  be  a  good  deal  of 
confusion.  I  would  therefore  suggest  after  paragraph  5  that  it 
read  something  along  these  lines : 

Provided,  That  cotton  of  perished  staple  or  gin  cotton  or  cotton  which  is  re- 
duced by  any  collateral  or  extraneous  matter  below  a  reasonable  value  of  the 
grade  which  it  represents,  be  excluded  from  the  contract. 

I  think  you  can  frame  that  in  better  words,  but  what  I  mean  to 
say  is  tiiat  cotton  that  is  slightly  stained  or  sligntly  bluish  or  slightly 
gray  or  something  of  that  sort,  which  is  not  bv  virtue  of  its  stain 
or  grayishness  reduced  below  a  certain  value,  should  be  a  good  de- 
livery, and  would  obviate  what  Mr.  Marsh  pointed  out,  the  abnormal 
depreciation  in  the  values  of  such  cotton  as  the  farmer  has  to  raise  on 
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account  of  weather  conditions,  and  it  would  also  broaden  the  con- 
tract, which  I  conceive  to  be  aosolutely  necessary,  unless  we  propose 
to  pass  the  spinners'  contract. 
I  will  pass  over,  then,  to  section  6  of  the  bill : 

Provided,  That  all  tenders  of  cotton  under  such  contracts  shall  be  the  full  num- 
ber of  bales  involved  in  the  contract 

Bales  of  cotton  involved  in  the  contract  may  weigh  80,000  pounds, 
100  of  them,  and  be  merchantable  cotton.  They  might  weigh  60,000 
pounds  of  cotton  and  be  a  merchantable  contract. 

The  Chairman.  I  know ;  but,  Mr.  Glenny,  the  bill  provides  in  an- 
other place  what  shall  be  the  weight  of  the  bale. 

Mr.  Glenny.  Therefore  it  should  provide  here  for  pounds,  rather 
than  bales,  I  think,  or  say,  "  The  whole  number  of  pounds  involved 
in  the  contract,  within  1  per  cent." 

The  Chairman.  I  was  just  about  to  suggest  that  the  bill  fixes  what 
shall  be  the  weight  of  the  bale  in  another  section — 500  pounds. 

Mr.  Glenny.  I  know  it  does,  and  that  is  what  prompted  me  to 
make  this  "pounds "-rather  than  "bales." 

Mr.  Marsh.  Will  you  permit  me  to  call  attention  to  the  fact  that 
this  year  a  very  large  number  of  bales  of  cotton,  a  great  many  hun- 
dred thousands,  and  possibly  over  a  million  bales  of  cotton  in  Texas 
and  Arkansas  and  Oklahoma  have  suffered  heavy  country  damage, 
as  it  is  called,  by  reason  of  its  being  exposed  to  the  weather,  and  this 
damaged  cotton  has  had  to  be  picked  on  the  exterior? 

The  Chairman.  Would  you  suggest  "  pounds  "  instead  of  "  bales," 
Mr.  Marsh? 

Mr.  Marsh.  I  think  it  would  be  safer. 

The  Chairman.  You  would  make  that  50,000  pounds? 

Mr.  Marsh.  If  you  make  it  a  number  of  bales  you  will  put  a  man 
in  Texas  who  has  had  to  pick  50  or  60  pounds  of  damaged  cotton 
off  his  bale  and  then  has  a  perfectly  sound  bale,  in  the  position  where 
he  can  not  possibly  sell  that  cotton  for  delivery  on  an  exchange 
Contract. 

Mr.  Glenny.  Mr.  Chairman,  you  will  do  worse  than  that;  yon 
will  put  it  in  the  power  of  the  man  who  is  short  of  cotton  for  deliv- 
ery at  a  high  price  to  select  the  heaviest  cotton  he  can  possibly  find 
and  make  me  pay  for  it  at  a  high  price,  and  it  will  make,  as  I  have 
just  shown  you,  a  difference  of  100  per  cent  in  that  man's  loss  if  he 
selects  heavy  bales  rather  than  light  ones,  and  goes  to  the  extreme. 

Mr.  Hauoen.  Do  the  bales  vary  very  much  in  weight? 

Mr.  Glenny.  There  was  cotton  raised  in  Louisiana  of  700,  800,  and 
900  pounds.  There  is  a  crop  well  known  in  Louisiana  which  runs. 
two  bales  for  every  bale  that  is  picked,  and  it  was  done  to  avoid  the 
per-bale  levy  tax.  It  would  then  read,  "  pounds  involved  in  the  con- 
tract, and  that  the  person  making  the  tender  shall  give  to  the  person 
receiving  the  same  five  days'  notice  of  the  date  of  delivery,  which 
notice  shall  state  the  grade  of  each  individual  bale  to  be  delivered, 
with  accurate  identification  thereof." 

In  other  words,  the  man  delivering  cotton  must,  prior  to  delivery, 
have  received  his  cotton,  turned  it  out  at  the  grade,  restore  it,  and 
await  the  day  for  delivery.  You  are  imposing,  through  that  provi- 
sion, a  tax  directly,  as  I  conceive  it-  because  it  will  be  shoved  back 
upon  the  producer.    You  are  causing  an  unnecessary  handling  of  the 
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cotton.  I  say  "  unnecessary,"  because  I  believe  that  I  can  show  you 
how  that  charge  can  be  done  away  with.  I  would  suggest  words 
along  these  lines : 

And  when  delivered  the  deliverer  shall  furnish  the  receiver  a  certificate 
showing  the  grade  and  identifying  each  bale  separately  by  means  of  n  mark 
or  number :  Provided,  That  delivery  shall  be  made  prior  to  certification,  in  which 
event  the  deliverer  must  give  the  receiver  a  certificate  within  five  days — 

I  make  it  five  days — 

after  the  actual  delivery  has  been  made:  And  provided  further.  That  If  the 
crtificate  is  not  furnished  within  the  time  specified  the  deliverer  shall  reimburse 
the  receiver  for  all  expenses  occasioned  by  such  delay. 

That  takes  from  the  receiver  the  burden  that  he  complains  of 
through  the  pro  forma  invoice,  of  having  cotton  in  his  possession 
of  which  he  knows  nothing  beyond  the  payment.  If  the  deliverer 
must  pay  the  receiver  for  all  expenses  to  which  he  is  put  by  reason 
of  his  delay  or  of  anjr  delay  in  the  certification  of  the  cotton,  then  he 
will  see  to  it  that  he  is  in  such  a  state  of  preparedness  that  there  will  be 
as  little  delay  as  the  physical  conditions  will  permit,  and  I  think  it 
will  go  a  long  way  toward  preventing  accumulation  of  cotton  for 
a  month-end  delivery,  and  it  will  do  away  with  any  such  idea  as  was 
advanced  here  by  Mr.  Hill  yesterday  to  stop  trading  in  the  current 
month  on  the  first  day  of  the  month.  That  is  one  of  Mr.  Hill's  sug- 
gestions. I  am  sorry  he  is  not  here.  It  is  one  of  the  most  peculiar 
suggestions  that  I  have  had  the  honor  of  listening  to  in  the  discus- 
sion of  cotton  exchanges.  In  the  first  place  it  does  not  accomplish 
what  Mr.  Hill  proposes,  for  the  reason  that  they  may  substitute 
April  for  May,  and  vice  versa,  May  for  April,  and  so  on ;  and  would 
get  around  that  so  easily  that  it  is  not  worth  while  discussing. 

I  think  you  could  add  to  that  clause  also  that  any  cotton  covered 
by  a  certificate  could  be  disposed  of  without  invalidating  the  present 
certification  of  the  remainder  of  the  cotton  under  that  certificate. 

Oti  page  5,  section  6,  of  this  bill  I  find  the  words  "  differences  in 
value.'^  Ferhaps  I  had  better  beffin  a  little  farther  back,  or  probably 
it  would  be  well  to  read  the  whole  section : 

That  for  the  purposes  of  section  five  of  this  act  the  differences  above  or  below 
the  contract  price  which  the  receiver  shall  pay  for  cotton  of  grades  above  or 
btiow  the  basis  grade  in  settlement  of  a  contract  of  sale  for  the  future  delivery 
of  cotton  shall  be  determined  by  the  actual  commercial  differences  in  value 
thereof  established  by  the  bale  of  spot  cotton  of  the  same  grades,  re^)ectlvely, 
made  upon  the  sixth  business  day  prior  to  the  settlement  of  the  contracts  in  the 
market  where  the  future  transaction  involved  occurs  and  is  consummated. 

The  objection  I  have  to  that  is,  as  has  been  brought  out  to  some 
degree  in  these  hearings,  it  might  occur  that  in  no  spot  market  of 
the  United  States  has  any  cotton  of  a  certain  srade  been  sold  on  the 
sixth  day  prior  to  the  day  of  delivery.  In  other  words,  to  give  you 
a  concrete  example,  I  may  have  low  middling  cotton  in  my  posses- 
sion which  I  wanted  to  deliver  on  the  27th  day  of  May.  xhe  value 
would  have  to  be  fixed  on  the  21st  day  of  May,  and  it  might  so 
happen  that  no  cotton  grading  low  middling  would  be  sold  on 
that  date.  Therefore,  there  would  be  no  value  upon  which  I  could 
base  my  delivery.  I  would  suggest,  therefore,  the  striking  out  of 
the  words,  on  Ime  19,  "in  value  thereof,"  and  the  substitution  of 
the  word  "value"  on  line  24  for  the  word  "sale";  and  on  line  21 
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Strike  out  the  words  "  settlement  of  "  and  substitute  ^'  d^very  of  the 
cotton  on."    It  would  then  read : 

The  receiver  shall  pay  for  cotton  of  grades  above  or  below  the  basis  grade  In 
the  settlement  of  a  contract  of  sale  for  the  future  delivery  of  cotton  shall  be 
determined  by  the  actual  commercial  differences  established  by  the  value  of  s|kiC 
cotton  of  the  same  grades,  respectively,  made  upon  the  sixth  business  day  prior 
to  the  delivery  of  cotton  on  contract 

I  would  substitute  the  word  '^  delivery  "  for  the  words  '^  settlement 
of,"  because  it  is  a  misused  word  in  connection  with  cotton  contracta 

The  Chairman.  The  word  "settlement"  is? 

Mr.  Glenny.  Settlement  Settlement  of  a  contract  sometimes  oc- 
curs IcMig  after  the  delivery  has  been  made. 

I  am  trying  to  be,  gentlemen,  as  concise  as  possible. 

The  Chairman.  You  are  doing  it  beautifully,  too  j  eo  ahead,  sir. 

Mr.  Glbnny.  I  would  substitute  for  the  word  "  ei^t,"  on  page  6, 
tine  4,  the  w<M*d8  ^^  not  less  than  five." 

Mr.  Hbfun.  Not  less  than  five? 

Mr.  Glbnny.  Instead  of  eight  places  you  would  have  not  leas  than 
five  places. 

Mr.  Hawlby.  You  heard  Mr.  Marsh's  suggestion  that  this  pro- 
vision be  eliminated  altogether  and  left  to  the  discretion  of  the  See* 
retary  of  Agriculture,  did  you  not? 

Mr.  Glenny.  Yes. 

Mr.  Hawlby.  What  do  you  think  of  that? 

Mr.  Glenny.  To  select  any  number  of  places? 

Mr.  Hawlby.  No  ;  but  to  he  left  to  him. 

Mr.  Glenny.  I  have  too  high  a  regard  for  the  Secretary  of  Agri- 
culture to  compel  him  to  enter  into  the  controversies  of  the  cc^ton  buyer 
and  seller.  I  think  that  the  exchanges  should  determine  the  value 
of  the  cotton  locally  and  let  t^e  Secretary  decide  as  to  which  olaces 
have  properly  determined  those  values  and  from  those  places  aedde 
as  to  which  places  should  be  selected  as  a  basis  for  quotations. 

Mr.  Hahbison.  You  would  not  be  afraid  the  Secretary  would  not 
select  New  Orleans  for  one  of  those  places,  would  ^ou? 

Mr.  Glenny.  Well,  Mr.  Harrison,  I  have  ceased  to  think  along 
those  lines.    [Laughter.] 

Mr.  Heflin.  Bight  in  that  connection  I  want  to  ask  you  a  ques- 
tion, Mr.  Glenny.  Your  answer  there  a  moment  ago  suggested  it 
to  me.  I  asked  Mr.  Marsh  how  they  obtained  an  opinion  or  how 
they  reached  the  conclusion  as  to  what  the  price  should  be  of  cotton 
at  the  opening  of  the  season.   How  do  you  get  at  that  ? 

Mr.  Glenny.  What  the  price  of  cotton  should  be? 

Mr.  Heflin.  At  the  opening  of  the  season.  When  there  are  no 
sales  of  spot  cotton  a  few  days  before  to  give  you  an  idea  how  to 

Eroceed,  how  do  you  arrive  at  the  conclusion  that  the  price  should 
e  10  cents  a  pound  or  11  c^its  a  pound  or  18  cents  a  pound,  and 
you  send  out  quotations  like  the  New  York  Exchiuige? 

Mr.  Glenny.  Well,  Mr.  Heflin,  it  rarely  ever  happens  in  the  New 
Orleans  cotton  market  that  there  are  not  bales  enough  in  (^  ^ot 
market  from  which  to  make  very  closely  accurate,  I  will  put  it, 
quotations.  I  do  not  believe  that  it  is  possible  that  any  man  or  set 
of  men  can  say  definitely  what  the  absolute  value  of  a  bale  of  cotton 
is.    They  will  differ  a  sixteenth  or  an  eighth,  almost. 
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Mr.  Hbflin.  You  used  the  expression  that  the  Secretary  of  Agri- 
culture should  let  the  exchanges  fix  the  price  and  that  he  should 
pass  upon  them. 

Mr.  Glen  NY.  He  should  pass  upon  which  places  have,  in  his  opin- 
ion, most  correctly  arrived  at  the  values  of  spot  cotton  in  those 
markets. 

Mr.  Heflin.  That  was  what  I  was  driving  at.  How  dp  you  arrive 
at  the  price? 

Mr.  GuBNNY.  We  have  a  corps  of  classers  who  go  from  one  cotton 
factor's  office  to  another  daily  or  two  or  three  times  a  day  and  obtain 
from  the  factors  the  price  at  which  certain  lists  of  cotton  have  been 
sold.  They  do  not  care  whether  the  factor  calls  it  good  middling  or 
strict  good  ordinary.  They  have  in  their  minds  always  the  United 
States  Government  standards  of  classification  and  they  judge  for 
themselves  whether  the  cotton  is  middling  or  good  ordinary  or  what 
not  and  upon  that  base  their  ideas  as  to  the  values  of  the  various  ^ades 
in  the  market  and  quote  the  markets  from  what  they  gather  in 
their  trips  around  the  market.  Those  men  are  paid  by  the  exchange 
and  are  not  allowed  to  have  any  other  business  of  any  sort,  their 
whole  time  being  devoted  to  the  New  Orleans  Cotton  Exchange. 
They  do  not  fix  tne  differences  off  and  on  middling,  but  those  differ- 
ences are  determined  from  time  to  time  and  regularly  once  a  month, 
but  any  15  menbers  of  the  exchange  can  sign  a  petition  to  have  the 
differences  revised  and  then  the  appeal  committee  on  classification 
meet  with  these  three  men  and  decide  as  to  whether  the  differences 
should  or  should  not  be  changed.  In  many  cases  they  were  not 
changed. 

Mr.  HfiFUN.  But  you  can  have  them  changed? 

Mr.  Gi-BNNY.  I  can  have  them  changed  any  day  in  the  world  when 
the  situation  justifies  it. 

The  Chairman.  All  right,  Mr.  Glenny ;  go  ahead  with  your  other 
matters. 

Mr.  Gi'ENNY.  It  would  then  read  '^  Eight  places  designated  for 
the  purpose  from  time  to  time  by  the  Secretary  of  Agriculture  as 
they  were  established  by  the" — 

There  I  should  substitute  the  word  "  value  "  for  the  word  "  sales  '* 
to  make  is  agree  with  my  former  suggestion. 

Then  it  would  continue: 

"  By  the  value  of  spot  cotton  of  the  same  grades,  respectively,  in 
such  nve  or  more  markets  upon  the  sixth  business  day  prior  to  the 
delivery  of  the  cotton  on  the  contract." 

And  on  line  21  substitute  for  the  word  "  price  "  the  word  "  value  " 
and  make  it  read,  ^^  Conditions  as  customarilv  to  reflect  accurately 
the  value  of  middling  cotton"  instead  of  the  price  of  middling 
cotton.  Economists  may  differ  with  me  as  to  which  is  the  more 
accurate  word.  I  suggest  that  Mr.  Marsh  might  conclude  that  water 
has  a  value  which  is  not  represented  by  its  price,  but  I  shall  also 
contend  that  cotton  is  sometimes  priced  away  oeyond  its  value. 

The  Chaibman.  And  frequently  away  below  its  value? 

Mr.  Glbnny.  And  awajr  below  it. 

We  then,  on  line  25,  section  8,  page  6,  find : 

Provided,  That  if  tliere  be  not  apfflclent  nnmber  of  places  in  the  markets,  of 
which  sales  of  spot  cotton  of  grades  for  which  standards  are  established  by 
the  Secretary  of  Agriculture  are  made  to  liable  him  to  designate  each  bona 
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fide  spat  market,  he  shall,  from  the  data  as  to  spot  sales  collected  by  bim, 
determine,  for  the  purpose  of  designating  the  eight  spot  markets  mentioned 
in  section  6  of  this  act,  the  values  of  spot  cotton  of  the  grades  established  by 
him. 

Frankly,  Mr.  Chairman,  I  do  not  know  what  I  have  read. 
[Laughter.]  I  do  not  know  the  meaning  of  that  paragraph.  It  ap- 
pears to  me  to  mean  that  if  there  are  not  eight  places,  the  Secretary 
of  Agriculture  will  have  to  make  eight  places. 

The  Chair3Ian.  Which  would  be  an  impossible  proposition. 

Mr.  Glenny.  It  looks  that  way  a  little  bit  to  me,  and  I  think  it 
can  be  rewritten  to  get  the  exact  meaning  intended. 

The  Chairman.  I  think  what  we  had  in  mind  in  that  proposition 
was  to  permit  the  Secretary  of  Agriculture,  if  they  were  not  made 
at  these  places,  to  gather  such  data  at  such  other  places  as  he  could, 
and  fix  the  value. 

Mr.  Glenny.  I  thought  that,  too.    I  thought  that  was  the  meaning. 

Mr.  Heflin.  What  would  you  suggest  there,  Mr.  Glenny? 

Mr.  Glenny.  Well,  I  have  absolutely  no  objection  to  the  Secre- 
tary, if  he  can  not  find  five  places  in  the  United  States,  determining 
the  value. 

The  Chairman.  Do  you  think  there  will  ever  come  a  time  when 
there  will  not  be  five  markets  in  all  of  the  6,000, 1  believe  Mr.  Marsh 
mentioned,  terminal  markets — ^that  you  can  not  find  five  out  of  that 
number  upon  which  to  have  spot  prices  or  values? 

Mr.  Glenny.  Mr.  Chairman,  I  will  answer  that  by  saying  that 
when  that  time  comes  I  hope  I  am  lon^  on  a  good  deal  of  cotton. 

Mr.  Marsh.  May  I  say,  Mr.  Chairman,  that  at  this  present 
moment  there  are  not  five  places  in  the  United  States  at  which,  dur- 
ing the  molith  of  May,  there  will  be  a  single  transaction  in  middling 
fair  cotton  or  in  strict  middling  cotton. 

Mr.  Glenny.  Mr.  Marsh,  I  will  answer  your  suggestion  by  re- 
ferring you  to  the  suggestion  I  made  back  here,  which  eliminates 
the  actual  sale  of  cotton  in  a  market  and  gives  you  a  determining 
factor  through  the  sales  of  other  grades. 

Mr.  Marsh.  Of  course,  Mr.  Chairman,  that  leaves  a  fair  margin  of 
discretion.  The  Question  would  immediately  arise  whether  the  cot- 
ton merchant  paia  an  absolutely  exorbitant  price  for  a  few  bales  of 
a  ^ven  grade,  and  the  value  was  established  for  that  grade  thereby. 

The  Chairman.  The  proposition  of  value  depends  not  so  much 
upon  the  intrinsic  value  of  a  thing  as  the  value  that  the  individual 
puts  on  a  thing.  For  instance,  I  have  a  corncob  pipe  that  you  do 
not  care  anything  for,  which  would  not  be  worth  two  whoops  to  you, 
but  it  is  very  valuable  to  me. 

Mr.  Hawley.  You  are  not  putting  that  up  as  an  economic  proposi- 
tion, are  you,  Mr.  Chairman  ? 

The  Chairman.  No;  but  I  am  illustrating  the  economic  theory  I 
have  in  my  mind.    Is  that  not  the  fact? 

Mr.  Heflin.  I  hope  the  chairman  is  not  undertaking  to  compare 
the  value  of  a  corncob  pipe  with  cotton. 

Mr.  Marsh.  Through  the  exigencies  of  two  persons  who  have  to 
fulfill  engagements  the  value  is  determined.  We  shall  have  from 
now  until  the  middle  of  August  large  numbers  of  cotton  merchants 
paying  perfectly  inordinate  prices  for  certain  qualities  of  cotton,  be- 
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cause  they  have  contracts  on  their  books  which  they  must  fulfill,  and 
it  is  not-  the  question  of  the  value  of  the  qualities  they  have  got  to 
fulfill,  but  tiiB  price  is  going  to  be  determined  by  the  state  of  mind  of 
the  people  who  have  the  cotton  and  see  that  the  other  people  have 
got  to  get  it.    That  is  what  I  am  driving  at. 

Mr.  GrLENNY.  ]k&.  Chairman,  whenever  that  inordinate  value  is  ar- 
rived at  it  will  not  be  one  of  the  grades  deliverable  on  contract,  in 
my  opinion. 

Mr.  Mabsh.  There  is  force  in  that,  Mr.  Chairman. 

Mr.  Hefun.  You  think,  then,  it  will  be  a  spot-cotton  transaction 
altogether? 

Afr.  Gminnt.  Yes,  sir ;  it  will.  But  I  do  not  figure  that  that  has 
any  objections.  I  mean  that  that  arrangement  has  no  objections, 
because  the  disease  will  cure  itself. 

Mr.  Massh.  The  point  has  occurred  to  me  in  that  connection.  It 
is  the  other  end  of  it.  It  is  unquestionably  true  this  year  that  the 
exigencies  of  sellers  in  the  storm-stricken  districts  have  produced 
prices  cents  a  pound  below  the  manufacturing  value  of  cotton. 

Mr.  Six)AN.  While  these  isolated  cases  you  speak  of  of  inordinate 
value  would  have  some  effect  in  fixing  the  value,  do  you  not  think 
the  cotton  exchange  or  those  interests  would  find  some  isolated  trans- 
actions of  their  own  that  would  not  be  inordinately  high,  where  the 
general  average  would  be  about  right? 

Mr.  Marsh.  I  think  it  is  going  to  be  taken  out  of  the  hands  of  the. 
cotton  receivers.  My  understanding  is  that  the  whole  purpose  of 
this  is  to  get  away  from  the  cotton  exchanges. 

Mr.  Gi-ENNY.  I  want  to  say  right  there  that  when  it  is  the  cotton 
exchanges  will  be  relieved  of  the  greatest  burden  that  they  have  ever 
had. 

Mr.  Heflin.  Would  you  not  taken  away,  then,  from  the  farmer 
the  greatest  evil  that  he  has  complained  of? 

Mr.  Glenny.  I  do  not  know,  and  if  Mt.  Heflin  were  only  a  mem- 
ber of  one  of  these  exchanges  and  had  to  do  business  with  them  and 
ship  cotton  to  the  buyer  and  buy  it  from  the  seller,  he  might  find 
that  those  are  some  of  the  evils  that  he  would  have  to  contend  with. 

Mr.  Hefun.  I  would  soon  be  as  blind,  I  guess. 

Mr.  Glenny.  It  is  much  easier  to  be  in  Congress,  Mr.  Heflin,  legis- 
lating.    [Laughter.] 

In  that  connection,  Mr.  Chairman,  Mr.  Hayne  brought  up  a  point 
which  I  do  not  think  ought  to  be  passed  up  by  me  without  some  com- 
ment, and  that  is  as  to  the  commercial  differences  whicfi  he  defined 
as  differences  for  the  entire  country  rather  than  in  the  town  where 
the  contract  was  made. 

Commercial  differences,  as  I  understand  the  English  language,  are 
the  differences  which  commercially  exist  wherever  they  exist.  I 
want  to  be  perfectly  fair  in  this  connection  and  say  that  both  points 
appeal  to  me ;  that  is  to  say,  whether  the  market  in  which  the  con- 
tract is  made  should  govern  the  differences  or  whether  those  differ- 
ences should  be  governed  by  an  average  of  some  other  number  of 
markets  situated  throughout  the  cotton  belt.  In  the  first  case,  where 
the  market  itself  governs  the  differences,  we  have  this  great  advan- 
tage, and  that  is  that  the  contract  is  begun  and  completed  in  that 
market.    The  goods  are  in  the  market,  and  they  should  have  their 
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value  where  they  flre  rather  than  in  the  remote  portions  of  the 
South. 

On  the  other  hand,  we  are  a  world's  market,  and  we  cater  to  the 
trade  of  adjoining  States,  and  we  expect  shipments  from  those  ad- 
joining States,  and  therefore  should  we  not  at  least  try  to  arrange 
our  values  so  as  to  make  them  an  average  of  the  States  to  which  we 
cater  for  business,  which  necessitates,  however,  one  very  serious  con- 
dition, to  wit,  the  quoting  first  of  the  markets  in  the  town  where 
cotton  is  sold  from  factors'  tables  that  might  be  at  decided  variance 
with  the  quotations  upon  which  the  future  contracts  are  based,  and 
we  would  therefore  have  to  have  two  spot  quotation  boards,  one  regu- 
lating cotton  at  home  and  the  other  regulating  cotton  which  would 
be  at  home  if  it  were  delivered  upon  the  contract.  I  simply  throw 
out  those  two  points  for  the  consideration  of  the  committee  in  the 
consideration  of  that  particular  paragraph. 

Now,  there  is  one  section  here,  section  15,  which  was  touched  on 
and  which  I  say,  in  my  opinion,  is  an  invitation  f oi*  taxation :         ^ 

That  the  payment  of  any  tax  levied  by  this  act  shall  not  exemi^t  any  penon 
from  any  penalt^^  or  punishment  now  or  hereafter  provided  by  the  laws  of  any 
State  for  entering  into  contracts  for  sale  of  cotton  for  future  delivery,  nor  shaB 
the  payment  of  any  tax  imposed  by  this  act  be  held  to  prohibit  any  State  or 
municipality  from  Imposing  a  tax  on  the  same  transaction. 

That  seems  to  me  to  rather  invite  taxation  from  the  States;  and  if 
it  is  not  needed  to  give  the  bill  legal  standing  I  should  suggest  that 
it  serves  no  purpose  in  the  bill. 

Mr.  Sloan.  Is  not  that  simply  to  quiet  the  convictions  of  certain 
States  that  their  right  to  control  these  matters  to  a  limited  extent  is 
interfered  with?  Is  not  that  the  purpose  of  that  provision  of  the 
bill? 

Mr.  Glbnny.  I  do  not  know  what  the  purpose  is,  Mr.  Sloan,  but 
1  know  the  eflPect  of  it. 

Mr.  Sloan.  You  speak  about  inviting  taxation. 

Mr.  Glbnny.  It  does  invite  taxation.  I  do  not  believe  that  you 
need  to  say  to  a  State  that  they  have  a  right  to  do  something  which 
the^  legally  have  a  right  to  do.  We  can  trust  to  them  to  know  what 
their  rights  are. 

Mr.  Sloan.  Of  course,  a  great  many  things  along  that  line  are 
debated  a  good  deal,  and  I  suppose  they  do  not  want  to  open  the 
debate. 

Mr.  Glenny.  Now,  as  to  the  grades  deliverable  upon  a  contract,  I 
want  to  impress  upon  the  committee  that  if  a  future  contract  is  to 
serve  any  purpose  it  should  serve  a  broad^  economic  purpose,  and, 
theoretically,  it  should  include  every  kind  of  cotton  which  is  grown 
in  the  Southern  States.  Practically,  I  believe  that  we  have  found, 
through  experience,  that  there  are  certain  grades  of  cotton  which 
have  no  place  upon  a  cotton-future  market,  and  for  the  lack  of  a 
better  work  I  shall  designate  that  cotton  as  "  specialty.''  The  other 
cotton,  which  I  consider  should  be  deliverable  upon  a  contract,  I 
shall  term  "  bread-and-butter  cotton."  It  is  a  term  used  verj  much 
in  the  cotton  business.  If  we  permit,  in  other  words,  the  delivery  of 
cotton  which  will  always  find  a  market  or  sell  in  a  market,  we  can  n(^ 
under  any  consideration,  do  the  receiver  any  harm,  provided  he  is 
not  put  to  any  collateral  expenses  in  the  receiving  and  disposing  of 
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that  cotton.  In  other  words,  if  we  have  a  certificate  which  designates 
ezplicity  each  and  every  bale  and  tags  the  bales  by  their  grades,  so  that 
I  can  sit  in  my  office  and  telephone  to  the  storehouse  or  warehouse  to 
ship  out  No.  562,  which  I  will  know  to  be  good  middling  cotton,  and 
then  redeliver,  if  I  choose,  the  balance  of  the  cotton  upon  the  same 
certificate  and  get  back  the  cost  of  certification,  I  can  not  see  where 
anybody  has  been  hurt  through  the  multiplicity  of  grades  delivered 
upon  that  contract.  The  suggestion  that  a  contract  be  made  upon 
which  one  grade  and  one  grade  only  should  be  delivered,  and  if  more 
grades  than  one  is  delivered  it  should  be  penalized,  would,  in  my 
opinion,  destroy  the  future  contract  markets.  It  would,  at  an;^  rate, 
produce  a  two-priced  contract  market,  and  the  bujer  would  bid  for 
that  contract  what  he  conceived  to  be  minimum  price  which  he  could 
possibly  pay  for  the  contract,  and  it  would  do  more  to  hurt  and 
reduce  the  value  of  cotton  than  anything  else  that  you  can  conceive 
of.  The  idea  of  it  was  to  advance  the  value,  which  it  certainly  would 
not  do.  I  would  not  buy  a  thing  that  I  felt  a  man  could  charge  me 
a  dollar  a  bale  for,  and  that  would  be  the  case  if  a  man  selected  the 
cotton.  Further  than  that,  it  is  practically  impossible  for  any  human 
being  to  select  100  bales  of  cotton  which  would  pass  as  an  even-run- 
ning class  of  any  one  grade. 

Mr.  HsFLiN.  What  do  you  think  of  the  proposition  in  Senator 
Smith's  bill  to  the  effect  that  each  bale  of  cotton  tendered  for  deliv- 
ery  shall  be  separately  marked  and  tagg^  before  date  of  delivery 
and  the  date  or  its  arrival  and  classification  indicated  thereon,  and 
that  no  cotton  which  has  been  certified  for  a  longer  period  than  one 
year  can  be  tendered  or  delivered  ? 

Mr.  Glennt.  I  have  touched  upon  that,  or  at  least  I  offered  the 
suggestion  in  paragraph  6.  It  is  the  objection  of  having  to  be  c*er- 
ti&ated  prior  to  oelivery  which  entails  an  unnecessary  expisnse  on 
the  cotton  itself,  and  that  is  a  burden  which  I  do  not  thmk  we  ought 
to  place  upon  the  cotton  market,  because  that  is  one  thing  tha't  will 
certainly  go  back  to  the  planter. 

The  Uhahimak.  That  is  65  cents  a  bale,  is  it  not  ? 

Mr.  Glbnny.  It  depends  upon  the  market,  Mr.  Chairman. 

The  Chairman.  What  is  it  in  your  market? 

Mr.  Glbnny.  The  cost  in  our  market  is '25  cents  for  the  certifica- 
tion, but  that  is  only  a  part  of  the  cost  that  would  be  borne  by  the 
cotton,  because  it  would  have  to  be  hauled  into  a  warehouse,  elaj^si- 
fied,  and  re-stored,  and  you  would  have  interest  and  insurance  and 
all  of  those  collateral  charges  which  would  have  to  bo  borne  for  a 
considerable  period  of  time  in  the  busy  seasons,  when  cotton  is  mov- 
ing very  rapidly,  by  the  cotton  itself,  and  it  would  be  a  very  hard 
thing  upon,  I  believe,  the  cotton  crop  of  the  United  States. 

Mr.  Sloan.  What  is  the  advantage  of  recertification,  Mr.  Heflin,  in 
that  bill?  What  is  the  purpose  of  recertification  at  the  end  of  the 
year? 

Mr.  Heflin.  I  take  it  that  what  he  is  driving  at,  Mr.  Sloan,  is  to 
clear  the  exchange;  that  cotton  that  was  grown  for  1914,  for  instance, 
can  not  be  held  over  for  1916, 1917,  and  on,  to  be  tendered  on  contract. 

Mr.  Sloan.  Some  witness  has  testified  that  this  cotton  remains 
good  in  its  fiber  through  storage  for  years  and  years.  Is  that  the 
case? 
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Mr.  Hefun.  That  is  true,  and  Mr.  Hill  testified,  according  to  my 
recollection,  that  the  good  cotton  would  be  shipped  to  the  spinner  and 
that  the  exchange  or  the  member,  whoever  was  representing  the  seller 
on  the  exchange,  would  not  ship  bad  cotton  to  the  spinner,  because 
he  would  lose  his  business,  but  that  that  bad  cotton  would  go  to  New 
York  and  be  tendered  on  contract  Now,  then,  if  it  does  accumulate 
there — ^the  bad  cotton  which  the  spinner  does  not  want — and  they  could 
tender  that  to  men  who  buy  cotton  and  the  man  refused  to  take  that 
cotton  because  he  would  lose  money,  they  tender  it  to  someone  else 
and  so  on,  and  it  is  used  to  depress  the  price  of  cotton. 

Mr.  GojNNY.  A  great  deal  of  stress  nas  been  laid  upon  that  par- 
ticular point  during  this  hearing.  Your  bill  aims  to  cure  conditions 
which,  m  my  opinion,  cause  this  unsalable — if  you  want  to  call  it 
such — or  undesirable  cotton  to  depress  the  value.  You  are  legislat- 
ing in  this  bill  for  commercial  differences  and  a  known  standard. 
Fear  very  often  has  more  to  do  with  the  depreciation  in  value  than 
the  actual  reasons  for  a  depreciation.  For  instance,  I  do  not  know 
exactly  what  a  thing  is  and  I  do  not  want  to  have  anything  to  do 
with  it.  If  you  have  a  Government  standard  that  is  universally 
known  and  you  know  you  can  not  get  anything  else  than  that,  and 
that  its  value,  when  delivered  to  you,  will  be  the  commercial  value 
existing  upon  the  sixth  day  prior  to  the  day  of  delivery,  and  that  you 
can  redeliver  that  cotton  without  expense,  or  recertification,  I  can 
not  see  where  you  can  get  hurt. 

Mr.  Heflin.  You  have  adopted  the  nine  grades  upon  your  ex- 
change in  New  Orleans,  have  you  not  ? 

Mr.  Glenny.  We  have  adopted  the  United  States  Government 
standards  as  a  basis  for  our  future  deliveries. 

Mr.  Heflin.  And  the  New  York  exchange  has  not? 

Mr.  Glenny.  They  have  their  own  standard. 

Now,  then,  in  considering  the  nine  standards,  I  want  to  point 
out,  just  to  note  it  in  the  record,  that  when  they  were  made  by  the 
Government  they  were^  advanced  very  materially,  so  that  good  ordi- 
nary is  better  than  strict  good  ordinary  of  the  old  standard,  and  if 
you  make  this  low  middling  you  are  very  closely  approximating  the  old 
standard  of  middling  cotton,  which  to-day  would  be  far  above  tlie 
average  of  a  very  large  portion  of  the  cotton  grown  this  year. 

Mr.  Heflin.  You  said  you  could  not  see  any  reason  why  they 
should  recertificate  this  cotton.  Now,  what  I  am  getting  at  is 
that  if  an  exchange  can  have  congregated  around  it  100,000  bales  of 
cotton,  or  assembled  100,000  bales  of  cotton,  that  they  keep  there  in 
that  community  through  the  selling  season,  and  one  man  will  sell  to 
another  out  of  that  100,000  bales,  they  will  tender  that  cotton,  or  a 
part  of  it,  to  satisfy  contracts  around  the  board,  in  the  exchange 
there,  and  over  the  country  the  farmer  out  yonder  might  determine 
to  hold  his  cotton  and  keep  it  off  the  market,  and  yet  by  these  trans- 
actions day  by  day,  when  he  is  declining  to  sell  the  actual  cotton  in 
the  spot  markets,  the  price  is  hammered  down  often  when  he  is 
sitting  still  and  waiting  for  better  prices,  by  the  manipulation  of 
the  exchange  with  his  cotton  that  stays  there  to  be  tendered  on  con- 
tract over  and  over. 

Mr.  Glenny.  Mr.  Heflin,  in  answer  to  that  I  would  simply  say 
this,  that  the  system  which  we  have  adopted  in  New  Orleans  has 
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prevented  the  accumulation  of  any  cotton  under  a  certificate.  The 
buyer  will  pay  from  ope^sixteenth  to  one-eighth  more  for  any  cotton 
that  has  been  certified,  and  we  do  not  have  on  hand  enough  cotton 
under  the  certificate  to  make  it  worth  while  talking  about  I  do  not 
suppose  a  certificate  ever  lives  six  months. 

Mr.  Heflin.  But  you  are  close  to  the  cotton  fields;  you  are  more 
of  a  spot-cotton  exchange. 

Mr.  GiiENNT.  I  do  not  argue  against  that.  I  have  never  ^ven 
that  any  material  thought.  It  is  just  as  well  to  put  it  in  the  biu.  I 
have  no  objection  to  it 

The  Chairman.  That  is  not  going  to  hurt  anybody  t 

Mr.  Gi^ENNY.  Not  at  all. 

The  Chairman.  And  probably  will  not  do  very  much  good  one 
way  or  the  other. 

Mr.  Heflin.  I  think  it  will  do  a  gpreat  deal  of  good. 

Mr.  Olennt.  My  own  judgment  is  that  with  the  limitations  fixed 
in  this  bill  that  will  prevent  in  the  future  the  drawing  to  these  vari- 
ous exchanges  of  the  very  kind  of  cotton  Mr.  Heflin  says  has  been 
tendered  over  and  over.  You  will  get  what  I  term  a  "bread-and- 
butter  "  cotton,  and  that  is  all.  But  I  do  think  that  we  ought  not  to 
confine  the  deliveries  of  cotton  to  nine  specific  grades  without  any 
variation  from  those  grades.  If  that  is  the  meaning  of  the  bill 
it  spells  destruction.  I  never  took  it  to  mean  that  it  all.  I  read 
that  "within  the  grades"  and  the  specifications  of  what  could 
not  be  delivered  as  meaning  that  anything  within  a  given  area  is  de- 
liverable upon  a  contract,  and  I  have  qualified  that  by  saying  that 
if  it  is  depreciated  beyond  a  reasonable  extent,  I  should  suggest 
one-fourth  cent  or  maybe  three-eights  cent,  below  the  value  of  the 

Srade  which  it  purports  to  be,  through  any  extraneous  and  collateral 
efects,  it  should  be  undeliverable. 

Mr.  Heflin.  How  many  members  are  there  of  your  exchange,  Mr. 
Glenny  ? 

Mr.  Glbnnf.  I  could  not  give  it  to  you  absolutely  accurate,  but, 
including  visiting  members,  about  580.  About  470,  I  think,  full 
members. 

Mr.  Heflin.  You  have  not  any  limitation  on  your  membership? 

Mr.  Glenny.  Five  hundred. 

Mr.  Clark.  Mr.  Glenny,  have  you  touched  upon  the  proposition  of 
quarter  grades? 

Mr.  Glenn r.  No;  I  have  not. 

The  Chairman.  I  think  that  you  touched  upon  that  in  your  state- 
ment, that  you  regarded  these  nine  Government  standards  or  grades 
to  mean  within  those  grades. 

Mr.  Glenny.  That  would  cover  it,  but  I  want  just  to  show  you,  in 
response  to  Mr.  Hill's  remarks,  the  absurdity  of  the  one-grade  con- 
tract. I  want  to  impress  that  upon  the  committee.  On  the  free- 
on-board  rules  this  cotton  sold  from  the  interior,  classed  out  in  one 
grade  and  shipped  to  the  buyer,  we  have  this :  "  When  free-on-board 
cotton  is  sold  on  description  not  less  than  one-half  of  the  tender 
shall  be  of  the  contract  grade  and  all  cotton  tendered  that  is  more 
than  one-half  grade  below  the  contract  grade  may  be  rejected." 

That  is.  "  more  than  one-half  grade,"  not  "  more  than  one-quarter 
grade."    "Due  allowance  shall  be  made  the  buyer  for  all  cotton 
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found  to  be  under  the  contract  crade  that  may  be  tenderabie  Bccotd" 
ing  to  the  above  provision,  and  the  expense  of  reassembling  refeb- 
tions  shall  be  paid  by  the  seller." 

That  shows  you  that  it  is  in  the  opinion  of  the  cotton  men,  irrespeo- 
tive  of  future  contracts,  a  physical  impossibility  for  a  man  to  say 
that  here  are  100  bales  of  absolutely  nothing  but  middling  cotton. 

Mr.  Hbtlin.  The  difference  in  your  con&act  there,  then,  is  that 
it  shall  be  paid  by  the  seller.  The  testimony  was,  about  the  New 
York  contracts,  that  the  buyer  was  at  the  mercy  of  the  seller. 

Mr.  Glenn  Y.  That  is  an  f.  o.  b.  rule,  that  has  nothing  in  the  world 
to  do  with  the  future  contract.  It  is  an  f .  o.  b.  rule  governing  spot 
cotton  transactions  absolutely  and  specifically,  and  pertains  to  that 
cotton  which  is  sold  absolutely  on  the  description  or  the  seller,  who 
has  the  cotton  in  front  of  him  and  has  to  class  it  at  what  must  be 
the  real  CTade  of  the  cotton,  yet  he  is  permitted  to  ship  you  one- 
half  gra(£  below  and  force  you  to  take  it,  and  that  is  done,  and  that 
cotton  is  shipped  to  the  Carolina  mills,  where  Mr.  Parker  has  his 
mills,  and  I  oelieve  he  is  forced,  under  these  rules,  to  take  cotton  a 
half-grade  up  and  down.  As  I  pointed  out  yesterday  to  Mr.  Hayne, 
a  quarter  grade  up  and  down  was  permissible,  and  Mr.  Parker  said 
he  would  m  very  strict,  but  he  is  bound  to  take  a  half  grade  up  and 
down. 

Mr.  H&FLiN.  You  heard  me  ask  oiie  of  the  witnesses  yestoiHlay 
what  he  thought  of  a  contract  that  would  allow  the  deliverer  of  oel- 
ton  within  three  grades,  a  gi'ade  above  and  a  grade  below.  Tfeil 
would  not  be  a  bad  contract,  would  itt 

Mr.  Oleiknt.  Not  for  the  buyer. 

Mr.  Heplin.  Not  for  the  buyef t 

Mr.  GxiHNT*  No,  sk ;  if  he  oonld  get  ai&ybody  to  sell  it  to  hiuL 
It  would  be  a  strictly  mill  contracts 

Now,  Mr.  Heflin,  I  want  to  say  this  to  yoU)  that  the  cotton  busineflB 
of  the  United  States  is  mostly  export  business.  Two-thirds  of  llie 
cotton  is  not  consumed  in  America,  and  I  take  it  that  we  owe  more 
to  the  man  who  raises  the  cotton  in  tiiis  country  than  we  do  to  the 
man  who  spins  one-third  of  it  in  this  country. 

Mr.  Heflin.  I  agree  with  you  there. 

Mr.  GiiENNY.  If  we  are  to  legislate,  let  us  legislate  on  the  side  where 
we  will  do  the  most  good,  and  not  for  the  consumer. 

Mr.  Heflin.  I  am  absolutely  with  you  in  that. 

There  is  one  other  question  in  regard  to  that  f .  o.  b.  question.  You 
do  a  good  deal  of  that  business,  do  you  not? 

Mr.  Glenn Y.  Oh,  yes;  this  free  on  board.  I  could  give  you  a 
dozen  firms. 

The  Chairman.  Are  there  any  other  questions? 

Mr.  Sloan.  I  would  like  to  ask  one  question.  Can  you  furnish 
the  committee  a  statement  of  the  membership  of  your  exchange,  how 
many  of  them  are  planters,  how  many  are  spinners,  how  many 
brokers,  and  others,  to  give  this  committee  an  understanding  of  the 
membership  of  your  exchange? 

Mr.  Glenny.  Well,  I  can  send  this  committee  a  list  of  our  mem- 
bership. 

Mr.  Sloan.  I  mean  a  classification, that  we  may  know  how  many 
of  them  are  planters,  we  will  say,  and  how  many  are  spinners,  and 
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how  man^  are  brokers,  and  how  many  are  men  engaged  largely  in 
other  business. 

Mr.  Hebjav.  I  woidd  like  to  have  that  also  from  the  New#Tork 
Exchange. 

Mr.  Glbnny.  I  will  do  it,  with  this  statement,  as  nearly  as  I  can* 
I  can  not  say  that  it  will  be  absolutely  accurate. 

But,  I  want  to  preface  my  sending  of  that  with  this  statement, 
that  it  is  not  the  purpose  of  an  exchange — at  least,  it  is  not  the  pur- 
pose of  the  planter  to  belong  to  an  exchange  which  he  will  never 
▼isit.  It  will  hardly  do  a  man  in  the  weS:em  part  of  Arkansas 
much  good  to  come  to  the  New  Orleans  Cotton  Exchange  and  own 
a  i^are  of  stock  and  pay  $100  for  it,  and  therefore  the  planters  are 
in  the  great  minority,  although  we  have  a  good  many  of  them,  but 
they  are  those  planters  who  generally  come  into  town  and  live  in 
town  and  go  to  their  plantations. 

Mr.  Harrison.  Would  you  include  farmers,  too,  the  fellows  who 
live  out  on  the  farms? 

Mr.  GiiBNNT.  We  have  no  restrictions  whatever  to  our  membership.  . 

Mr.  Sloan.  You  used  the  term  ^^  planters  "  to  include  farmers? 

Mr.  Harrison.  They  are  different  in  our  section.  Farmers  and 
planters  are  different. 

Mr.  Glennt.  We  have  interior  merchants.  A  very  large  pro* 
portion  of  our  membership  is  made  up  of  interior  meilchants  who 
ips  particidarly  affected  by  the  operations  of  the  eachan^. 

The  CKAilEtMAN.  Let  me  suggiest  tiiat  we  are  very  anxious  to  get 
these  hearings  inprint  just  as  soon  as  possible. 

Mr.  Glei^ny.  Well,  I  will  send  the  committee  a  dozen  or  two  dozen 
lists  of  members. 

The  Chairman.  Yes ;  but  we  do  not  want  to  hold  the  printing  of 
the  record  of  hearings  up  for  that.  If  you  will  furnish  the  informa- 
tion requested,  and  Mr.  Marsh  will  do  the  same,  it  can  be  printed 
as  ui  appendix  and  the  members  of  the  committe  can  have  it  for  use 
on  the  noor  of  the  House. 

Mr.  Glennt.  I  would  like  to  state  to  the  committee  that  anything 
within  the  walls  of  the  New  Orleans  Cotton  Exchange  is  at  their 
service. 

The  Chairman.  We  are  very  much  obliged  to  jou. 

I  have  asked  Mr.  Brand,  the  Chief  or  the  Division  of  Markets, 
Bureau  of  Plant  Industry,  Department  of  Agriculture,  who  is  in 
charge  of  this  cotton  work,  to  appear  before  the  committee  to  testify 
on  one  or  two  propositions,  and  we  will  be  glad  to  hear  him  briefly 
pow. 

STATEHEHT  OF  MB.  CHABLES  J.  BRAHD,  CHIEF  OF  THE  OFFICE 
OF  HABEETS,  DEPABTHENT  OF  AOBICTJLTirBE. 

Mr.  Brand.  Mr.  Chairman,  as  I  have  not  been  able  to  be  present 
at  the  hearings,  perhaps  it  would  be  better  if  the  committee  will  ask 
me  questions  on  the  specific  points  on  which  information  is  desired 
and  I  will  reply  to  them. 

The  Chairman.  I  want  to  ask,  first  of  all,  as  to  the  minimum 
length  of  staple  fixed  in  this  bill,  seven-eighths  inch,  and  as  to  what 
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Eroportion  of  the  cotton  crop  such  a  minimum  would  prevent  from 
eing  delivered  upon  contract.  In  other  words,  what  proportion  of 
a  normal  cotton  crop  is  less  than  seven-eighths  of  on  inch  in  staple 
and  would  be  undeliverable  upon  future  contract  on  the  exchanges 
under  the  terms  of  the  bill  ?  Please  also  tell  the  committee  upon  wEat 
facts  you  have  arrived  at  your  conclusion. 

Mr.  Brand.  Just  before  I  left  my  office  to-day  I  received  a  letter 
from  one  of  the  largest  dealers  or  the  South,  whose  firm  handles 
334,935  bales,  or  handled  that  during  this  present  season,  and  in  that 
total  there  were  1.81  per  cent  below  the  tenderable  grades  prescribed 
in  the  bill.  That  is  as  to  grade.  The  same  firm,  basing  its  state- 
ment upon  the  actual  delivery  of  that  cotton,  none  of  it  having  been 
refused,  states  that  none  of  it  was  below  seven-eighths  inch  in  length. 

Some  time  ago  some  of  the  men  in  my  office  made  a  survey  of  the 
South  with  a  view  to  determining  more  accurately  some  of  these 
points,  and  the  method  used  was  to  go  right  to  the  big  cotton  mer- 
chants and  ask  them,  first,  "  Will  you  not  show  us  your  invoices  and 
five  us  this  information  from  your  shipping  records  themselves? 
lease  do  not  give  us  estimates." 

In  almost  all  cases^  or  at  least  in  a  majority  of  cases,  they  were  very 
courteous  and  exammed  their  invoices  and  ^ve  us  the  facts  from 
their  books.  In  a  few  cases,  however,  they  insisted  that  it  was  too 
much  trouble,  and  they  merely  gave  us  estimates. 

Of  these  firms  three  reported  on  the  basis  of  the  Government 
standards,  and  only  2.3  per  cent  of  a  total  of  197,000  bales  were 
below  the  qualities  prescribed  in  the  bill. 

The  Chairman.  How  many  bales  was  that  based  upon? 

Mr.  Brand.  In  that  case  197,000  bales. 

The  Chairman.  Yes. 

Mr.  Brand.  The  average  for  all  of  the  firms,  including  those  three 
who  were  working  on  Government  standards — ^the  others  were  work- 
ing on  New  York  and  Liverpool  standards — ^the  average  of  the  others, 
in  spite  of  the  fact  that  they  were  dealing  with  a  less  stringent  stand- 
ard, was  5.2  per  cent  out  of  a  total  of  2,265,000  bales. 

Now,  I  will  say,  with  reference  to  those  figures,  that  they  repre- 
sent a  better  crop  than  that  of  the  southeastern  section  of  the  United 
States  in  a  normal  year.  I  think  this  has  been  rather  a  better  year 
than  usual,  hence  those  percentages  are  rather  lower  than  a  normal 
year  will  show. 

As  a  result  of  our  work  in  Oklahoma  we  found,  as  Mr.  Marsh  has 

Eointed  out  since  I  have  been  in  the  committee  room,  that  the  crop 
as  been  an  unusually  bad  one — I  think  we  are  justified  in  saying  that 
it  has  been  an  unusually  bad  one — and  we  found  that  21  per  cent  fell 
below  the  basis  establisned  by  the  bill.    A  similar  condition  prevailed 
in  Texas. 
The  Chairman.  That  is,  below  low  middling? 
Mr.  Brand.  Low  middling  and  the  other  grades  associated  with  it 
in  the  language  of  the  bill. 
Mr.  Glennt.  That  is  nearly  a  quarter  of  the  cotton  raised  in  that 

Mr.  Brand.  One  bale  in  five,  plus  1  per  cent 
The  Chairman.  Have  you  any  figures  showing  what  per  cent  fell 
below  good  ordinary  ? 
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Mr.  Brand.  No  ;  we  have  not  divided  it  on  that  basis ;  but,  of  course, 
it  would  very  much  reduce  the  aiQiount  excluded  from  delivery  if 
everything  down  to  that  were  included. 

Now,  I  want  to  say  in  reference  to  our  work  in  Oklahoma,  that  our 
work  there  was  carried  on  during  the  season  of  1912  also,  and  on  the 
basis  of  our  actual  samples  of  the  crop — and,  of  course,  these  investi- 
gations are  made  merely  from  the  investigative  standpoint;  we  have 
no  interest  in  the  matter  except  to  get  the  facts — ^and  on  the  basis  of 
that  year,  1912,  5.08  per  cent  fell  below  the  tenderable  grades. 

The  Chairman.  That  was  last  year  ? 

Mr.  Brand.  That  was  1912. 

The  Chairman.  That  was  a  normal  year? 

Mr.  Brand.  That  was  a  normal  year,  or,  rather,  an  abnormal  year ; 
perhaps  it  was  a  trifle  better  than  usual.  I  think  it  safe  to  say  that 
from  10  to  12  per  cent  will  represent  an  average  proportion  of  the 
crop  undeliverable  under  the  conditions  imposed  by  the  bill. 

The  Chairman.  Throughout  the  United  States,  do  you  mean? 

Mr.  Brand.  Thou^out  the  United  States. 

The  Chairman.  What  per  cent  do  you  think,  Mr.  Brand,  would 
fall  below  the  grade  of  strict  good  ordinary  ? 

Mr.  Brand.  Mr.  Chairman,  if  you  do  not  mind,  I  will  not  make 
a  guess  as  to  that,  because  we  have  the  figures  as  to  those  grades, 
and  we  can  work  it  out  and  submit  it  to  the  committee  later,  so  that 
you  can  put  it  in  the  record  if  you  desire;  but  I  do  not  think  we 
will  be  accomplishing  anything  by  guessing  at  it. 

The  Chairman.  Not  at  all.  I  am  glad  that  you  do  not  want  to 
guess  at  it. 

Mr.  Brand.  Because  we  have  the  data  available  at  the  office  to 
form  a  basis  from  which  to  work  up  that  information. 

The  Chairman.  If  you  can  get  that  information  for  the  com- 
mittee by  Monday  noon  we  can  put  it  in  the  record,  and  I  think  it 
will  be  very  valuable. 

Mr.  Brand.  I  will  do  so,  Mr.  Chairman. 

The  Chairman.  And  you  can  furnish  the  information  as  to  good 
ordinary  also? 

Mr.  Brand.  Yes,  sir;  we  can  do  that  as  to  both  strict  good  ordi- 
nary and  good  ordinary. 

(The  statement  referred  to  is  as  follows:) 

Unitkd  States  Depabtmsnt  or  Aobicxtltube, 

Office  of  Mabkets, 
Washington,  D.  C,  April  27,  19H. 

Hon.  A.  F.  IiEVEB, 

Chairman,  Committee  on  Agriculture, 

House  of  Representoftives. 

Dbab  Mb.  Levkb  :  In  accordance  with  my  promise  to  the  Committee  on  Agrl- 
cnltnre  on  Saturday  afternoon,  I  am  sending  you  herewith  statements  which 
indicate  the  probable  amount  of  cotton  that  would  be  eliminated  from  delivery 
on  contractB  were  a  strlet-good-ordlnary  clause  or  a  good-ordinary  clanae  in- 
serted Instead  of  the  low-mlddllng  clause  In  the  fifth  section  of  H.  H.  15318. 

In  order  to  bring  the  figures  based  on  the  low-mlddllng  clause  up  to  date,  I 
an  annexing  hereto  In  Table  I  a  statement  summarizing  all  figures  received  to 
date,  Including  those  that  I  gave  the  committee  orally  on  the  2r>th. 

The  following  summarized  statement,  corrected  to  date,  shows  the  total  quan- 
tity of  cotton  handled  by  firms  furnishing  Information  In  the  Southeast,  and  the 
number  of  bales  and  percentage  that  would  be  excluded  under  a  low-mlddllng 
clause.    (Chiefly  Liverpool  and  New  York  standards  used.) 
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TaslbI. 


Alabama 

Georgia 

South  Carolixia. . . 

North  Carolina. . . 

Virginia: 

For  grade 

For  staple 

Total  for  5  Btatee: 

For  grade 

For  staple 


Total  bosl- 


Balii. 

l,m,666 
370,641 
344,936 

66,000 
425,000 


2,610,144 
2,910,144 


Balovlow 
nUddllng, 
sirictlow 
middltng, 
tinged,  and 
middUDg 
stained. 


Bcla. 

11,024 

70,748 

15,788 

6,368 

9,780 


122,578 


Short«r 
ttiaiillMk. 


BtHa, 
1 6, 300 


»7, 


1  Estimated. 

Percentage  of  low  grades,  4.7  per  cent. 

Percentage  of  short  staple  (aiu}er  { inch),  0.204  per  cent. 


•Not  oyer  860. 


In  obtaining  the  Information  for  the  special  report  on  low  grades  and  short 
staples  in  the  Southeast  no  effort  was  made  to  secure  data  based  on  strict  good 
ordinary  or  good-ordinary  limits.  Three  firms,  however,  opened  ^eir  books  to 
as  and  gave  exact  information  as  to  the  number  of  bales  of  each  grade  shipped 
by  them  during  the  current  season.  The  total  number  of  bales  handled  bj 
these  firms  was  442,020,  which  was  composed  of  the  following  proportions  of 
the  various  grades  as  shown  in  the  following  table: 

Tabub  II. — Detailed  atatemeni  hosed  on  Liverpool  standard  as  to  the  varUm 
grades  shipped  J>y  three  selected  firms  in  the  Boutheastem  United  States, 


Barely  middling  f^ 

FnllT  good  midoling 

Oooa  middling t 

Fully  middling 

>H«<dHnE 

Fully  low  middling 

Low  middling 

Fully  good  ordinary 

Good  ordinary 

Fully  good  middling  tinged 

Oooa  middling  tin^^ 

Fully  middling  tinged 

Middling  tinged 

FuUy  low  middling  tinged 

Low  middling  tinged - 

Fully  middling  stained 

Middling  stained 

Low  middling  stained 


Total 

bales  of 

each 

grade. 


1,644 

02,568 

118,871 

81,357 

54,211 

39,368 

17,273 

.4,487 

1,588 

50 

12,647 

21,946 

15,2S1 

6,668 

3 

8,373 

2,537 

113 


PcnQOit- 
anof 


442,620 


grade. 


a37 

14.13 

2Su61 

I&38 

1102 

&66 

X96 

L05 

.3S 

.011 

185 

4.95 

3.44 

LS 

Ttms. 

L8I 

.57 

.01 


8BL7- 


A  study  of  this  table^  whiidi,  it  mast  be  remembered,  is  based  on  the  total 
business  of  only  three  firms,  amountiDg  to  almost  446,600  balee,  iodieates  that 
were  good  ordinary  placed  as  the  lower  limit  <^  deUveiF  uo  cotton  in  the  Soatli- 
east  would  haye  been  ezclnded  by  such  a  reQuiremeiit  in  the  eontract  and  tbtt 
had  strict  good  ordinary  been  made  the  lower  limit  only  abent  Oj85  per  oeat 
would  have  been  denied  the  priirilege  of  d^lrery. 
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UndoQbtedly  a  small  percentage  of  cotton  would  still  be  excluded,  but  as  I 
pointed  out  to  tbe  committee,  the  conditions  have  been  unusually  good  in  the 
Southeast  this  year,  and  this  finding  agrees  measurably  with  the  observation 
from  Col.  Hester's  telegram,  which  Mr.  Glenny  read  to  the  committee,  which 
stated  that  the  average  grade  reported  from  Wilmington,  N.  C,  was  barely 
middling,  while  Savannah  reported  for  its  tributary  district  an  average  of 
middling  to  fully  middling.  The  sum  nnd  substance  of  this  is  that  in  such  a 
year  as  1913  the  quantity  excluded  Is  negligible. 

In  the  market  survey  campaign,  which  has  been  conducted  by  the  Office  of 
Markets  for  tbe  1918  crop,  sampling  was  conducted  in  all  of  the  cotton  States. 
The  amount  of  Work,  however,  was  so  greet  that  the  data  are  not  yet  complete, 
even  from  the  States  reported  in  the  appended  table. 

Table  III. — Statement  showing  bales  of  cotton  below  good  ordinary,  low  mid- 
dling tinged,  middling  stained,  and  seven-eighths  inch  staple. 


State. 


NortliCsroUna. 
taUi  Carolina 
AdyuMas....... 

Tasas 

OklalMHBa. « •  • ' 

4iiiaiiiai7 


Number 
of  8am- 

points. 


4 
7 

10 
7 

17 


45 


Number 

of  bales 

sampled. 


1,879 
4,906 
3,661 
2,001 
4,663 


17,188 


Sampled  bales  below  standard. 


▲coount 
of  grade. 


200 

538 
472 
283 
424 


1,902 


Aooount 
of  staple. 


160 
878 


51 
21 


1,008 


TotaLi 


314 
823 
720 
383 
437 


2,606 


Peroent* 
age. 


16.711 
16.460 
19.667 
16.142 
9.170 


15.979 


State's  crop  (bales), 


Below 
standard. 


139,610 
232,755 
203,917 
606,759 
77,273 


1,283,314 


TotaL 


i,uao,ow 
3,771,271 
841,844 


7, 


i^Seioe  bales  are  below  tbe  above  standard  on  aeosunt  of  both  grade  and  8tH>le;  thns  the  total  Is  not  an 
addition  of  the  two  preceding  columns. 

The  facts,  so  far  as  they  have  been  worked  up,  are  given  for  North  Carolina, 
South  Oarolina,  Arkansas,  Texas,  and  Oklahoma  with  reference  to  the  1918 
erop.  Tlie  table  is  self-explanatory,  but  it  may  be  said  that  the  sampling  in  all 
ol  the  markets  was  deliberately  planned  to  reflect  as  accurately  as  possible  the 
proportion  of  the  various  grades  marketed  through  the  season  at  each  of  the 
primary  miarkets  where  sampling  was  conducted.  The  figures  of  the  Bureau 
of  Census  were  used  for  the  total  crop,  and  the  percentage  secured  from  the 
market  survey  work  is  then  applied  to  this  total  in  order  to  determine  the 
gnand  total  number  of  bales  that  would  fall  below  the  good  ordinary,  low  mid- 
dling tinged,  middling  stained,  and  {-inch  staple  requirements. 

In  Table  IV,  utilizing  the  same  data  and  the  same  methods,  the  estimated 
number  of  bales  and  percentage  that  would  fall  below  the  strict  good  ordinary, 
low  middling  tinged,  middling  stained,  and  t-inch  staple  requirements  are 
shown: 

Tabljb  IV. — Statement  showing  bales  of  cotton  below  strict  good  ordinary,  low 
middling  tinged,  middling  stained,  and  i-inch  staple. 


Number 

ofsam- 

pliiu; 

points. 

Number 

of  bales 

sampled. 

SUte's  crop  (bales) 

State. 

Aooount 
of  grade. 

Aooount 
of  staple. 

TotaI.i 

Percent- 
age. 

Below 
standard. 

Total. 

NertliCaroUna 

4 

7 
10 

7 
17 

3,661 
2,001 
4,652 

206 
528 
483 
403 
579 

160 

378 

393 

51 

31 

319 
837 
733 
443 
682 

16. 9n 
16.557 
20.022 
22.189 
12.610 

141,831 
284,184 
207|50B 
834,922 
105,315 

836,435 

8eiitfaGai#lina 

1,414,409 

MkanMA .... 

1,036,849 

TWi 

3,771,211 

OkfiitMmia .r 

841,844 

46 

17,188 

2,198 

1,003 

2,904 

19.290 

1,528,860 

7,899,808 

^  Soma  halea  are  belaw  the  aborve  standard  on  aooount  of  both  grade  and  staple;  thus  tbe  total  is  net  an 
addition  of  the  two  pieoedlsg  columns. 
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In  Table  V  are  shown  the  totals  and  percentages  of  untenderable  bales  tbat 
would  result  from  an  application  of  tJie  act  as  it  appears  in  its  present  printed 
form.  In  other  words,  including  three  States  that  had  extraordinarily  bad  crop 
conditions  and  only  two  in  which  good  conditions  prevailed,  Uie  percentage 
nntenderable  is  only  something  over  25  per  cent  As  a  matter  of  fiact  it  is 
probably  true  that  not  more  than  from  10  per  cent  to  15  per  cent  would  be  ex- 
cluded and  it  seems  wholly  fair  that  this  small  proportion  of  the  crop  should 
not  in  any  way  be  allowed  to  depress  the  price  of  the  whole. 

Table  V. — Statement  atMtoing  bales  of  cotton  below  proposed  ienderable  stand- 
ard as  outlined  in  ** Cotton-futures  act'*  {H.  R.  15S18), 


Number 
of  sam- 
pling 
points. 

Number 

of  bales 

sampled. 

Sampled  bales  below  proposed  ten- 
derable  standard. 

State's  crop  (bales). 

State. 

Aooount 
of  grade. 

Account 
of  staple. 

Total.i 

• 

Percent- 
age. 

Beknr 
proposed 
Iendera- 
ble 

Total 

North  Carolina. 

South  Carolina 

4 

7 
10 

7 
17 

1,879 
4,995 
3,661 
2,001 
4,652 

266 
609 
726 
580 
1,003 

160 

878 

393 

51 

21 

365 
808 
068 
620 
1,006 

10.425 
17.878 
26.168 
30.065 
21.625 

162,283 
252,868 
2n,323 
1,168,528 
182,040 

835,415 

1,414,409 

1,036,8«0 

Texas 

3,771,271 
841,814 

Bumfnary 

45 

17,188 

3,193 

1,003 

3,842 

25.013 

2,047,051 

7,809,806 

Oklahoma,  1012 

04          2,815 

129 

22 

143 

5.06 

51,060 

1,005,109 

I  Some  bales  are  below  the  proposed  standard  on  aooount  of  both  grade  and  staple;  thus  the  total  is  not 
an  addition  of  the  two  preceding  columns. 

It  is  only  fair  to  state  with  reference  to  the  Texas  figures  in  Tables  3,  4,  and  5, 
that  sampling  in  Texas  began  later  in  the  season  than  in  the  other  States. 
Storms  of  a  destructive  character  occurred  frequently  during  the  autumn,  hence 
our  figures  emphasize  the  low  grade  end  of  the  crop,  to  the  exclusion  of  the 
earlier  part  which  was  of  higher  grade.  B\irthermore,  to  determine  what  treat- 
ment the  farmer  was  receiving  in  the  sale  of  his  lower  grades  a  number  of  special 
samplings  in  the  late  season  are  included  in  the  totals.  There  is  every  reason 
to  believe  that  the  true  percentage  for  Texas  would  be  practically  the  same  as 
that  for  Oklahoma  had  the  sampling  in  both  States  been  simultaneous  through- 
out the  season. 

Very  respectfully, 

Chablbs  J.  BRANn, 

Chief,  OtHce  of  Markets. 

The  Chaibman.  Mr.  Brand,  did  you  discuss  the  length  of  staple 
under  the  bill — ^my  attention  was  diverted  for  a  moment! 

Mr.  Brand.  Yes. 

The  Chairman.  What  proportion  did  you  say  would  be  untender- 
able under  the  bill? 

Mr.  Brand.  Well,  it  varied  in  the  various  markets,  and  it  was  venr 
low.  And  I  might  say,  in  reference  to  South  Carolina,  that  Marl- 
boro County  has  frequently  been  held  up  as  producing  a  very  short 
staple.  It  so  happened  that  in  1912  we  were  carrying  on  there  studies 
in  the  storage  ox  staple  seed  cotton.  Our  investigator  was  instructed, 
in  addition,  to  get  tnroughout  the  season  random  samples  of  cotton 
offered  as  short  staple — offered  in  the  Bennettsville  market.  In 
that  way  somewhere  in  the  neighborhood  of  600  or  700  bales*  were 
actually  sampled  by  our  representative,  and  in  order  to  have  some 
definite  information  on  that  point,  we  have  graded  and  stapled  all 
of  the  bales  that  were  sampled  during  the  season  of  1912 ;  ana  it  was 
foun<l  that  13.3  per  cent  fell  below  ^ade.  This  sampling,  as  I  re- 
member it,  ran  from  October  to  February,  so  that  tnere  would  be 
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some  late  cotton  not  included  in  it  But  it  turned  off  very  wet  to- 
ward the  end  of  the  season;  so  we  got  a  great  many  "Marlboro 
blue,"  as  they  are  called;  but  still  in  was  only  13.3  per  cent,  as  shown' 
by  those  samples.  And  as  to  staple,  I  may  say  that  only  1.81  per 
cent  was  less  than  seven-eighths  inch  in  length. 

The  Chaibman.  I  am  very  fflad  to  hear  that,  because  it  does  not' 
agree  with  the  testimony  we  have  had  before  the  committee  from 
oflier  gentlemen  by  any  means. 

Mr.  Brand.  Of  course,  I  have  not  seen  that  testimony. 

The  Chaibman.  Yes;  I  take  it  that  you  have  not;  and  I  take  it 
that  your  figures  are  based  upon  very  accurate  tests. 

Mr.  Brand.  Yes.  It  is  decidedly  unusual  to  pull  the  staple  of  short 
cotton  in  ordinary  marketing;  but  in  our  market-survey  work  we  pull 
the  staple  of  every  bale  that  irf  sampled. 

The  Chairman.  Are  there  any  other  questions? 

Mr.  Glbnnt.  I  would  just  like  to  put  this  in  the  record,  in  refer- 
ence to  the  grading  of  cotton.  Here  is  a  telegram  sent  me  by  Mr. 
H.  G.  Hester,  who  is  the  secretary  of  the  New  Orleans  Cotton  Ex- 
change : 

Referring  to  my  previous  telegram  in  reference  to  this  year's  crop,  Galveston* 
and  Houston  report  the  average  grade  of  the  Texas  crop  low  middling  to  strict 
low  middling.  Memphis,  St.  Louis,  and  Mobile  report  average  for  their  tribu> 
tary  district  strict  low  middling.  The  New  Orleans  district  averages  barely 
strict  low  middling.  Wilmington  reports  for  North  Carolina  barely  middling,, 
and  Savannah  reports  for  their  tributary  district  an  average  of  middling  to- 
fully  middling. 

The  Chaibmak.  Are  there  any  further  questions,  gentlemen?  1 
asked  Mr.  Brand  to  come  here  and  discuss  this  staple  and  grade 
proposition. 

Mr.  HAWiiEY.  You  made  those  tests  yourself,  did  you,  Mr.  Brand  t 

Mr.  Brand.  Yes ;  that  is,  I  did  not  make  them  myself  personally ; 
my  men  have  done  it,  and 

Mr.  Hawley.  You  worked  with  them? 

Mr.  Brand.  Yes ;  I  worked  with  them. 

Mr.  Glenny.  Mr.  Chairman,  I  have  another  telegram  which  I 
should  like  to  offer.    Shall  I  read  it  or  just  file  it  with  the  committee? 

The  Chairman.  Without  objection,  it  can  be  incorporated  in  the 
record  without  reading  it. 

Mr.  Gi-BNNY.  It  is  from  Mr.  Thomi)son,  on  the  subject  of  quarter 

frades.  He  does  a  very  large  factoring  business  in  New  Orleans* 
his  telegram  shows  the  great  harm  that  would  be  done  through  the 
elimination  of  the  quarter  grades.  I  also  have  several  other  tele- 
grams here. 

The  Chairman.  If  there  is  no  objection,  all  those  telegrams  may 
be  made  a  part  of  the  record. 

Mr.  Glenny.  Yes ;  I  do  not  want  to  detain  the  conmiittee  by  read- 
ing them. 

(The  telegrams  referred  to  are  as  follows:) 

New  Orleans,  La.,  April  2S^  lOli, 
B.  J.  Glenny, 

Neto  Willard  Hotel,  Washington,  D,  0.: 

Morning  papers  report  evidence  before  Committee  on  Agriculture  favoring 

elimination  of  quarter  grades.     In  my  opinion  this  elimination  would  be  a 

aerioas  mistake  and  would  not  only  entail  a  severe  loss  on  the  deliverer  whose 

cotton  was  shy  of  the  price  unit,  but  by  injecting  into  the  delivery  of  cotton  on 
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contract  an  element  of  uncertainty  and  loss  wonld  not  only  Impair  the  ntility 
of  the  contract  to  the  trade,  but  would  make  it  more  highly  speculative  and 
more  susceptible  to  the  fundamental  principle.  Point  to  be  kept  in  view  is  tkat 
the  deliverer  shall  receive  and  the  receiver  pay  for  deliveries  the  actual  rela- 
tive value  of  the  cotton  delivered,  and  not  an  arbitrary  value  which  may  be 
above  or  below  its  actual  value.  Any  arbitrary  stipulations  which  qualify  this 
fundamental  principle  work  for  the  advantage  of  the  operator  on  the  one  or 
the  other  side  of  the  market,  who  wants  to  use  the  machinery  of  the  contract 
market  for  the  purpose  of  securing  a  technical  advantage  over  his  opponents, 
and  to  the  great  disadvantage  of  the  bona  fide  trader,  who  is  benefited  by  pro- 
testing and  hurt  by  uncertainty  and  manipulation.  In  order  to  hold  true  to  the 
fundamental  principle  aforesaid  it  is  my  firm  conviction  that  the  quarter  grades 
should  be  retained,  because  the  difference  in  value  between  the  full  half  grades 
is  so  great  that  the  uncertainty  of  the  price  outcome  becomes  material  and  to 
that  extent  prohibitive  of  free  use  of  the  contract  by  the  trade. 

W.  B.  Thoiipson. 


New  Orleans,  La.,  April  2J^,  19H. 
E.  J.  Glennt, 

New  Willard  Hotel,  Washington,  D.  C: 

Press  dispatches  state  that  it  has  been  reported  to  Committee  on  Agriculture 
that  quarter  grades  are  not  traded  in.  This  is  an  error.  They  are  not  used  as 
much  as  the  half  grades,  but  it  Is  not  unusual  for  exporters  and  eastern  ship- 
pers to  do  business  in  quarter  grades.  My  own  experience  is  that  there  is  a 
growing  tendency  to  use  quarter  grades. 

W.  P.  Stewast. 


New  Okleans,  La.,  April  25. 
E.  J.  Glenny, 

New  Willard,  Washington,  D,  C: 
The  section  calling  for  a  minimum  of  seven-eighths  inch  staple  will  elmlnate 
a  large  proportion  of  upland  staple,  particularly  in  a  dry  season  when  such 
cotton  runs  from  five-eighths  to  seven-eighths  of  an  inch  and  is  considered  and 
accepted  as  commercial  good  staple. 

Chas.  a.  Francis, 
Jules  A.  Mazerat, 
Appeal  Committee  on  CUMsifloation, 

The  Chairman.  If  there  are  no  further  questions  for  Mr.  Brand, 
we  will  excuse  him.    We  are  very  much  obnged  to  you,  Mr.  Brand. 

Gentlemen  of  the  committee,  it  is  my  usual  custom,  when  we  iire 
about  to  consider  a  bill,  to  send  it  to  the  Department  of  Agriculture 
and  ask  them  to  give  me  a  report  upon  it  showing  the  attitude  of  the 
department  upon  the  matter.  In  tnis  case,  I  have  followed  my  cus- 
tom. I  sent  House  bill  8192,  Senate  bill  110,  and  House  biU  15318 
to  the  Secretary  of  Agriculture  and  asked  him  to  submit  to  me  the 
views  of  the  department,  first,  as  to  the  constitutionality  of  the  re- 
spective bills ;  second,  assuming  their  constitutionality,  their  respec- 
tive effectiveness  in  reaching  the  situation  desired  to  be  reached. 

That  report  came  to  me  late  yesterday  evening.  I  have  not  yet 
finished  reading  it  myself,  I  may  say.  I  think  it  is  valuable- and 
should  go  into  the  record ;  and  if  there  is  no  objection  I  will  ask  that 
it  be  printed  as  a  part  of  the  record. 

Mr.  Haugen.  Mr.  Chairman,  I  would  like  to  suggest  that  you  also 
call  for  a  report  from  the  department  on  your  bill  JH.  R.  14492). 

The  Chairman.  That  is  partially  reported  upon  in  this  letter  from 
the  Secretary ;  but  I  will  get  a  full  report  on  it ;  and  I  may  say  in 
this  connection  that  on  Monday  morning  I  will  send  for  reports  on 
all  the  grain  bills,  so  that  by  the  time  tne  testimony  is  in  you  may 
have  them. 
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STATEMENT  07  THE  SECEETABT  OF  AGRICXnTTTBE. 

Defabtment  of  Aobigtjltubb, 

Washington,  April  2S,  1914. 
Hon.  A.  F.  Lbveb, 

Chairman  Committee  on  Agriculture, 

House  of  Representatives. 

Deab  Mb.  Leveb:  In  response  to  the  request  contained  In  your  letter  of  the 
6th  instant,  there  is  submitted  herewith  a  report  giving  the  views  of  this  de- 
partment on  the  constitutionality  of  three  bills  pending  before  your  committee^ 
designated  as  H.  R.  8192,  S.  110,  and  H.  R.  15318,  and  on  the  comparative  effec- 
tivoiess  of  these  bills  to  eliminate  the  abuses  connected  with  dealings  in  cotton 
fatures. 

H.  R.  8192. 

SUMMABY   OF   PBOVISIOITS. 

Section  1  defines  certain  terms  used  In  the  bill. 

Section  2,  as  interpreted  by  section  1,  makes  it  unlawful  for  any  person, 
partnership,  Joint-stoclc  company,  society,  association,  or  corporation,  their  man- 
agers and  officers,  to  send,  or  cause  to  be  sent,  by  telegraph,  telephone,  wireless 
telegraph,  cable,  or  other  means  of  communication  from  one  State  or  Territory  of 
the  United  States  or  the  District  of  Columbia,  to  any  other  State  or  Territory 
of  the  United  States  or  the  District  of  Columbia,  or  to  any  foreign  country,  any 
communication  either  offering  to  make  or  enter  into  a  contract  for  the  purchase 
or  sale  for  future  delivery  of  cotton  without  intending  that  such  cotton  shall  be 
actually  delivered  or  received,  or  offering  to  make  or  enter  into  a  contract 
wherry  any  party  thereto,  or  any  party  for  whom  or  in  whose  behalf  such 
contract  is  made,  acquires  the  right  or  privilege  to  demand  in  the  future  the 
acceptance  or  delivery  of  cotton  without  being  thereby  obligated  to  accept  or  to 
deliver  such  cotton.    Penalties  are  attached  for  violation  of  this  provision. 

Section  8  requires  the  person  sending  the  message  to  furnish  to  the  person 
transmitting  the  same  an  affidavit  regarding  the  sender's  intention  as  to  actual 
delivery  or  acceptance  of  the  cotton.  Penalties  are  attached  for  knowingly 
making  a  false  statement  in  any  such  affidavit  It  is  also  provided  that  proof 
of  failure  to  make  such  affidavit  shall  be  prima  facie  evidence  that  the  message 
related  to  a  contract  prohibited  by  section  2,  and  that  proof  of  failure  to  de- 
liver or  receive  the  cotton  called  for  under  the  contract  shall  be  prima  facie 
evidence  that  there  was  no  intention  to  deliver  or  receive  such  cotton  when  the 
contract  was  mad& 

Section  4  authorizes  agents  of  telegraph,  telephone,  wireless  telegraph,  and 
cable  companies  to  administer  oaths  required  by  the  bill. 

Section  5  prohibits  any  owner  or  operator  of  any  telegraph  or  telephone  line, 
wireless  telegraph,  cable,  or  other  means  of  communication,  and  any  officer, 
agent,  or  employee  of  such  owner  or  operator  from  knowingly  transmitting  or 
allowing  to  be  transmitted  any  message  relating  to  the  contracts  described  in 
section  2,  and  penalizes  such  olTeuses. 

Section  6  declares  certain  printed  and  written  matter  tending  to  induce  or 
promote  the  making  of  contracts  described  in  section  2  to  be  nonmailable  and 
prohibits,  under  penalty,  anyone  from  Imowingly  mailing  any  such  matter. 

Section  7  authorizes  the  Postmaster  General  to  instruct  postmasters  In  post 
offices  at  which  any  mail  matter  declared  by  section  6  to  be  nonmailable  is 
received  to  return  the  same  to  the  sender. 

Section  8  grants  immunity  from  prosecution  to  any  person  called  upon  to 
testi^  regarding  violations  of  the  act. 

CONSTITUTIONALITY. 

This  bill  is  framed  under  the  commerce  clause  and  the  post-office  and  post- 
roads  clause  (Art.  I,  sec.  8)  of  the  Constitution. 

The  principal  section  prohibits  the  sending  from  one  State  or  Territory  or 
the  District  of  Columbia  to  another  State  or  Territory  or  the  District  of  Co- 
lumbia or  to  a  foreign  country  of  certain  classes  of  communications  by  tele- 
graph or  telephone.  The  classes  of  communications  affected  are:  (1)  Offers 
to  enter  into  contracts  for  the  purchase  or  sale  of  cotton  for  future  delivery 
wltliout  intending  that  it  shall  be  actually  received  or  delivered;   and    (2) 
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offers  to  enter  Into  contracts  whereby  any  party  thereto,  or  any  party  for 
whom  or  in  whose  behalf  such  contracts  are  made,  acquires  the  right  or  privi- 
lege to  demand  In  the  future  the  acceptance  or  delivery  of  cotton  without  bdag 
thereby  obligated  to  deliver  or  to  accept  the  same. 

The  first  class  involves  those  future  contracts,  respecting  which  the  parties 
do  not  intend  that  the  article  shall  be  delivered,  but  usually  Intend,  Instead, 
that  the  transaction  shall  be  settled  by  paying  the  difference  between  the 
contract  and  the  market  price.  The  second  class  comprises  options  to  buy  or 
sell  at  a  future  date.  Both  are  essentially  gambling  transactions  and  are  void 
as  against  public  policy.  (Clews  v,  Jamieson,  182  U.  S.,  461;  White  v.  Barber, 
128,  U.  S.,  392.) 

Thus,  what  Is  prohibited  by  section  2  of  the  bill  is  the  sending  by  telegraph 
or  telephone  from  one  State  or  Territory  or  the  District  of  Columbia  to  another 
State  or  Territory  or  the  District  of  Columbia  or  to  a  foreign  country  of  propofr 
als  to  enter  into  gambling  transactions.  The  question  is  whether  Congress  hat 
authority  to  enact  this  prohibition. 

Intercourse  by  telegraph  or  telephone  between  one  State,  Territory,  or  Dis- 
trict of  the  United  States  and  another  State,  Territory,  or  District  of  the 
United  States  or  a  foreign  country  is  Interstate  or  foreign  commerce  and  Is, 
therefore,  subject  to  regulation  by  Congress  under  the  commerce  clause  of  the 
Constitution.  (Pensacola  Telegraph  Co.  v.  Western  Union  Telegraph  Co.,  96 
U.  S.,  1;  Telegraph  Co.  v.  Texas,  105  U.  S.,  460;  Western  Union  Telegraph  Co.  v. 
Pendleton,  122  U.  S.,  347 ;  Muskogee  National  Telephone  Co.  v.  Hall,  118  Fed^ 
882.) 

It  has  been  held  to  be  within  the  power  of  Congress,  under  the  commerce 
clause,  to  prohibit  the  Interstate  shipment  or  transportation  of  articles  deemed 
injurious  to  the  morals  or  health  of  the  people,  such  as  lottery  tickets,  remedies, 
for  the  prevention  of  conception,  adulterated  foods  and  drugs,  etc.  (Jjottery 
Case,  188  U.  S.,  321 ;  United  States  v.  Popper,  98  Fed.,  423 ;  Hipolite  Egg  Co. 
V.  United  States,  220  U.  S..  45;  Shawnee  Milling  Co.  v.  Temple,  179  Fed.,  51T; 
see  also  Hoke  v.  United  States,  227  U.  S.,  308,  and  Wilson  v.  United  States, 
232  U.  S.,  563.)  Likewise,  it  would  seem  to  be  within  the  power  of  Congress 
to  prohibit  the  sending  or  transmission  from  one  State  to  another  by  telegraph 
or  telephone  of  messages  which  are  injurious  to  the  morals  of  the  people, 
because  In  furtherance  of  gambling  contracts.  The  analogy  here  drawn  was 
Indicated  In  Telegraph  Co.  v.  Texas  (105  U.  S.,  464),  wherein  the  court  said 
that— 

"A  telegraph  company  occupies  the  snme  relntlon  to  commerce  as  a  carrier  of 
messages  th«nt  a  railrond  company  does  as  a  carrier  of  goods." 

Under  the  bill  as  drawn  the  prohibition  In  section  2  extends  to  the  sending 
of  messages  by  telegraph,  telephone,  wireless  telegrnph.  cjible.  nnd  other  means 
of  communication.  It  is  not  clear  just  what  the  phrase  "other  means  of  com- 
munication" would  include.  Under  the  rule  of  ejusdem  generis  it  would 
probably  be  construed  as  confined  to  any  possible  agencies  of  communication 
other  than  those  specifically  mentioned,  which  are  based  on  or  which  apply 
the  scientific  principles  of  the  telegraph  and  telephone.  But  if  the  phrase  be 
held  to  include  such  means  of  communication  as  railroads  and  boats,  which 
carry  corporeal  objects,  instead  of  intangible  messages,  there  is  at  least  a 
doubt  as  to  the  validity  of  the  proposed  legislation  when  applied  to  such  other 
means  of  communication.  This  doubt  arises  primarily  out  of  certain  statements 
of  the  United  States  Supreme  Court  in  Paul  v.  Virginia  (8  Wall.,  168)  and  cases 
following  It. 

It  is  firmly  established  that  contracts  of  insurance  are  not  transactions  of 
Interstate  commerce,  which  are  subject  to  regulation  by  Congress  under  the 
commerce  clause  of  the  Constitution.  (Paul  v.  Virginia,  8  Wall.,  168;  Hooper 
V.  California,  155  U.  S.,  648;  New  York  Life  Insurance  Co.  v.  Cravens.  178 
U.  S.,  389.)  Likewise,  contracts  for  the  sale  of  an  article  for  future  delivery 
are  not,  In  themselves,  transactions  of  interstate  commerce  If  they  do  not 
oblige  the  transportation  of  anything  from  one  State,  Territory,  or  District 
to  another  State,  Territory,  or  District  of  the  United  Statea  (Ware  ft  Leland 
V,  Mobile  County,  209  U.  S.,  405.)  However,  in  Paul  v.  Virginia  (8  Wall..  183) 
the  court,  in  the  course  of  Its  opinion,  goes  further  than  to  hold  that  the  con- 
tracts involved  were  not  in  themselves  transactions  of  Interstate  oomniepce. 
and  says: 

"  These  contracts  are  not  articles  of  commerce  In  any  proper  meaning  of  the 
word.    They  are  not  subjects  of  trade  and  barter  offered  in  the  market  as  some- 
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thing  having  an  existence  and  value  Independent  of  the  parties  to  them.  They 
are  not  commodities  to  be  shipped  or  forwarded  from  one  State  to  another  and 
then  put  up  for  sale." 

Because  of  what  has  been  held  In  the  cases  referred  to,  and  particularly  be- 
cause of  what  was  said  in  the  extract  Just  quoted,  there  Is  some  doubt  as  to 
whether  the  Supreme  Court  would  hold  that,  under  the  commerce  clause,  Con- 
gress is  empowered  to  regulate  the  physical  transportation  of  a  written  or 
printed  contract  or  offer  to  make  such  contract,  which  is  not  Itself  the  subject 
of  interstate  commerce. 

On  the  other  hand,  If  the  holdings  that  the  interstate  transportation  of  lot- 
tery tickets  and  of  instruction  by  correspondence,  and  the  interstate  trauB- 
mission  of  messages  by  telegraph  and  telephone  are  subject  to  regulation  by 
Congress  (Lottery  Case,  supra;  Int  Text  Book  Co.  v.  Plgg,  217  U.  S.,  91),  are 
adhered  to,  on  principle  it  is  not  perceived  why  written  or  printed  contracts  or 
offers  to  make  contracts  transported  Interstate  must  not  also  be  held  to  be 
rabjects  of  interstate  commerce. 

The  provisions  in  section  3  of  the  bill  making  proof  of  failure  to  make  the 
affidavit  required  thereby  prima  facie  evidence  that  the  message  related  to  a 
contract  prohibited  by  section  2,  and  making  proof  of  failure  to  deliver  or 
receive  the  cotton  called  for  In  the  contract  prima  facie  evidence  that  there  was 
no  intention  to  deliver  or  receive  such  cotton  when  the  contract  was  made,  seem 
to  be  authorized  and  not  to  infringe  any  constitutional  right.  (Mobile,  etc.,  Co. 
V.  Turnlpseed,  219  U.  S.,  35;  Adams  v.  New  York,  192  U.  S..  585.) 

Section  6  of  the  bill  relating  to  the  use  of  the  mails  appears  to  be  valid  under 
the  authorities  cited  and  discussed  in  connection  with  S.  110. 

The  provisions  of  section  7,  giving  the  Postmaster  Greneral  power  to  cause  the 
return  to  the  sender  of  certain  mail  matter,  seem  to  be  authorized  in  view  of 
the  decision  in  Public  Clearing  House  v.  Coyne.    (191  U.  S.,  497.) 

ElTBCnVENBSB. 

It  Is  commonly  recognized  that  there  are  certain  evil  features  arising  out  of 
future  dealings  on  cotton  exchanges  as  at  present  conducted.  In  order  to  cor- 
rect the  evils  it  is  necessary,  in  some  manner,  to  regulate  these  transactions. 
The  fundamental  test  of  the  effectiveness  of  a  bill  designed  to  correct  such  evils 
is  its  ability  to  reach  the  class  of  transactions  which  require  to  be  regulated. 

As  pointed  out  above,  the  bill  in  question  touches  only  two  classes  of  transac- 
tions: f^rst,  cases  in  which  the  parties  do  not  intend  that  any  cotton  shall  be 
delivered  or  received  under  their  contracts ;  second,  options  to  sell  or  buy,  com- 
monly known  as  "  puts  "  and  "  calls."  Both  are,  in  their  nature,  gambling  con- 
tracts: They  are  almost  universally  illegal  under  the  laws  of  the  various 
States. 

The  future  transactions  usually  conducted  on  cotton  exchanges  do  not,  at 
least  on  their  faces,  belong  to  either  of  the  classes  described  in  the  bill,  but  are 
prima  facie  lawful  contracts.  Generally,  such  transactions  are  definite  agree- 
meits  on  the  part  of  one  party  to  deliver  to  andther  party,  who,  in  turn,  agrees 
to  receive  a  certain  quantity  of  cotton  within  a  fixed  period  of  time  at  a  fixed 
price.  The  obligations  to  deliver  and  receive  the  cotton  are  legally  binding. 
It  is  doubtless  true  that  a  large  portion  of  these  dealings  are  undertaken  by 
persons  who  have  no  direct  interest  in  either  the  production  or  the  distribution 
of  cotton.  Doubtless,  also,  a  large  proportion  of  the  buyers  of  these  future  con- 
tracts do  not  desire  the  delivery  of  actual  cotton,  and  a  large  proportion  of  the 
sellers  do  not  contemplate  making  physical  delivery.  Such  a  buyer,  instead 
of  receiving  the  actual  cotton,  sells  out  the  contract  before  it  has  matured  to 
another  party,  and  merely  gains  or  loses  the  difference  between  its  cost  and 
its  selling  price.  In  this  way  the  contract  may  be  sold  or  assigned  many  times 
before  it  reaches  maturity.  However,  at  the  stated  time  of  delivery,  the  ulti- 
mate purchaser  is  obligated  to  receive  actual  cotton.  In  practice,  such  delivery 
is  usually  made  by  means  of  so-called  "  set-offs  "  or  '*  ring  "  settlements,  which 
the  Supreme  Court  has  expressly  declared  to  be  legally  effective  for  the  purpose. 
(Board  of  Trade  t?.  Christie  Grain  &  Stock  Co.,  198  U.  S.,  236.) 

In  order  to  bring  one  of  these  cotton-future  contracts  within  the  first  class 
of  transactions  described  in  the  bill,  it  would  be  necessary  to  show,  by  evidence 
outside  the  contract,  that  a  party  thereto  did  not  intend  that  any  cotton 
should  be  delivered  thereunder.  However,  in  view  of  the  binding  obllgatiomi 
on  the  parties  to  deliver  and  receive  actual  cotton,  under  the  usual  future 
ccmtract  entered  into  on  cotton  exchanges,  and  of  the  fact  that  cotton  is  eventu- 
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ally  delivered  to  the  ultimate  purchaser,  it  would  seem,  in  such  cases,  to  be  prac- 
tically imiK)8Sible  to  show  conclusively  an  original  intention  of  either  of  the 
parties  not  to  deliver  or  receive  actual  cotton. 

The  usual  future  contracts  entered  into  on  cotton  exchanges  are  bo  dissimi- 
lar in  their  nature  to  "puts "  and  "  calls "  that  they  could  in  no  sense  be 
brought  within  the  second  class  of  transactions  described  in  the  bill. 

In  certain  instances,  there  may  be  carried  on  transactions  of  one  of  the 
classes  described  In  the  bill,  which  would  be  reached  by  it  if  one  of  the  parties 
conducted  his  negotiations  by  interstate  telegraph  or  telephone  service.  But 
the  bill  would,  in  general,  be  Ineffective,  since  it  fails  to  reach  the  future  trans- 
actions on  exchanges  that  give  rise  to  the  recognized  evils  which  it  is  d^ired 
to  correct. 

It  is  believed  that  certain  forms  of  dealings  in  cotton  for  future  delivery, 
commonly  called  "  hedges,"  if  properly  conducted,  serve  an  important  and  use- 
ful economic  function.  For  instance,  "  hedges  "  obviate  the  necessity  of  specu- 
lation by  spinners  as  to  the  price  of  cotton  needed  by  them  to  fulfill  contracts 
of  sale  of  goods  to  be  manufactured  from  cotton,  running  over  long  periods.  It 
Is  unquestionably  true  that  certain  Ills  have  crept  into  the  system  of  conducting 
transactions  in  cotton  futures,  which,  as  more  fully  pointed  out  in  the  discussion 
of  H.  R.  15318.  injuriously  aiTect  the  public  interest  But  it  is  these  ills  which 
It  Is  desired  to  destroy;  it  is  not  essential  or  desirable  completely  to  destroy  the 
business  of  dealing  in  futures. 

S.  110. 

SUMMARY  OF  PROVISIONS. 

Sestlon  1  of  the  bill  prohibits  any  person,  firm,  joint-stock  company,  society, 
association,  or  corporation,  their  managers  or  officers,  who  are  members  of 
any  exchange,  society,  corporation,  or  association,  in  which  or  through  which 
any  contracts  for  the  future  delivery  of  cotton  are  made,  from  sending  through 
the  United  States  mail  any  letter,  document,  pamphlet,  or  other  matter  in  the 
promotion  or  furtherance  of  the  making  or  enforcing  of  such  contracts,  unless 
such  exchange,  society,  corporation,  or  association  shall  require  all  such  con- 
tracts to  comply  with  certain  specified  conditions.  The  chief  conditions 
specified  are  the  Insertion  of  provisions  In  the  contract  requiring  the  cotton 
dealt  with  therein  to  be  within  certain  grade  limits  established  by  the  Secretary 
of  Agriculture,  and  provisions  governing  the  settlement  of  differences  In  case 
cotton  other  than  the  basis  grade  Is  delivered. 

Section  2  makes  It  the  duty  of  the  Secretary  of  Agriculture  to  standardise 
separately  the  grades  of  upland  and  gulf  cotton. 

Section  3  provides  that  In  case  of  long  staple  cotton,  the  length  of  staide 
shall  be  designated  In  the  contract  and  the  cotton  shall  be,  when  delivered,  d 
the  grade  and  length  of  staple  designated. 

Section  4  prohibits  any  pefson  or  cori)oratlon  from  sending  through  the 
mails  or  over  the  telegraph  wires  any  price  lists  of  sales  of  cotton  In  any 
cotton  exchange  engaged  In  sailing  futures  which  does  not  use  a  contract  for 
future  delivery  of  cotton  In  accordance  with  the  provisions  of  the  bill. 

Section  5  grants  Immunity  from  prosecution  to  persons  called  upon  to  testify 
regarding  violations  of  the  act. 

Section  6  prescribes  penalties  for  certain  violations  of  the  act. 

CONSTITUTIONALITY. 

The  bill  is  framed  primarily  under  the  post  office  and  past  roads  clause  of 
the  Constitution,  and  altogether  so  except  a  part  of  section  4,  which  is  based 
on  the  commerce  clause. 

The  principal  section  of  the  bill  prohibits  members  of  exchanges  in  whlcli 
or  through  which  contracts  for  future  delivery  of  cotton  are  made  from  send- 
ing through  the  United  States  mail  any  mail  matter  In  promotion  or  furtherance 
of  the  making  or  enforcement  of  such  contracts,  unless  such  exchange  requires 
the  contracts  to  comply  with  certain  conditions.  The  bill  takes  cognizance  of 
the  fact  that  there  are  certain  evil  features  arising  out  of  future  dealings  on 
cotton  exchanges  as  at  present  conducted.  It  appears  to  be  framed  on  tte 
theory  that  If  the  contracts  comply  with  the  conditions  specified  In  the  biU. 
the  evil  features  will  be  eliminated ;  but  that  If  such  conditions  are  not  complied 
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with,  these  evil  features  are  likely  to  be  retained.  The  first  questioa  td 
consider,  therefore,  is  whether  Congress  has  the  right  to  exclude  from  the 
malls  printed  or  written  matter  promotive  of  a  class  of  dealings  which  It 
deems  may  be  injurious  to  the  public  welfare. 

The  power  of  Congress  to  exclude  from  the  mails  all  matter  concerning 
lotteries  and  fraudulent  schemes  has  been  sustained  by  the.  United  State* 
Supreme  Court.  (Ex  parte  Jackson,  96  U.  S.,  727;  In  re  Kapler,  143  U.  S.,  110; 
Horner  v.  V.  S..  143  U.  S.,  571.) 

In  Hoover  v,  McChesney  (81  Fed.,  472,  480)  it  is  stated  that  what  the  Su- 
preme Court  has  sustained  in  these  cases  is  the  exercise  of  a  so-called  police 
power  of  excluding  from  the  mails  that  which  may  be  declared  immoral  or 
injurious  to  the  morals  of  the  people  of  the  several  States.  However,  it  does  not 
appear  that  Congress,  In  the  exercise  of  its  powt^r  over  the  Postal  Service,  Is 
limited  to  the  exclusion  of  matter  deemed  immoral  or  injurious  to  the  morals  of 
the  people.    Its  power  rests  on  broader  ground. 

In  Ex  parte  Jackson,  supra,  the  court  says: 

"The  power  possessed  by  Congress  embraces  the  regulation  of  the  entire 
postal  system  of  the  country.  The  right  to  designate  what  shall  be  carried 
necessarily  Involves  the  right  to  determine  what  shall  be  excluded." 

In  Public  Clearing  House  r.  Coyne  (194  U.  S.,  497,  506)  the  court  states: 

"  The  legislative  body  In  thus  establishing  a  postal  service  may  annex  such 
conditions  to  it  as  It  chooses." 

"  In  establishing  such  system  Congress  may  restrict  its  use  to  letters  and 
deny  It  to  periodicals;  it  may  include  periodicals,  and  exclude  books;  it  may 
admit  books  to  the  malls  and  refuse  to  admit  merchandise,  or  it  may  include  aU 
of  these  and  fail  to  embrace  within  its  regulation  telegrams  or  large  parcels  of 
merchandise,  although  in  most  civilized  countries  of  Europe  these  are  also  made 
a  part  of  the  postal  service.  It  may  also  refuse  to  include  in  its  mails  such 
printed  matter  or  merchandise  as  may  seem  objectionable  to  it  upon  the  ground 
of  public  policy,  as  dangerous  to  its  employees  or  injurious  to  other  mall  mat- 
ter carried  in  the  same  packages.  The  postal  regulations  of  this  country.  Issued 
in  pursuance  of  act  of  Congress,  contain  a  long  list  of  prohibited  articles  dan- 
gerous in  their  nature,  or  to  other  articles  with  which  they  may  come  in  con- 
tact, such,  for  instance,  as  liquids,  poisons,  explosives  and  Inflammable  articlei^ 
fatty  substances,  or  live  or  dead  animals,  and  substances  which  exhale  a  bad 
odor.  It  has  never  been  supposed  that  the  exclusion  of  these  articles  denied  to 
their  owners  any  of  their  constitutional  rights." 

Within  the  extent  of  this  broad  power,  it  rests  with  Congress  to  determine, 
in  its  discretion,  how  such  power  shall  be  exercised.  (In  re  Rapier,  143  U.  S^ 
134.) 

It  Is  believed,  therefore,  that  if  Congress  deems  a  certain  class  of  contracts  or 
dealings  injurious  to  the  public  welfare,  it  is  authorized,  whether  In  the  exer- 
cise of  its  so-called  police  power  over  the  Postal  Service  or  of  its  broader 
powers  as  recognized  by  courts,  to  exclude  from  the  mails  any  matter  which 
tends  to  promote  the  making  or  enforcement  of  such  contracts  or  dealings,  un- 
less they  meet  certain  requirements  calculated  to  eliminate  the  injurious 
features 

The  next  question  is  whether  it  is  within  the  authority  of  Congress  to  deny 
the  use  of  the  mails  for  the  transmission  of  such  matter  to  members  of  ex- 
changes, without  denying  their  use  for  the  same  purposes  to  other  persons  or 
classes  of  citizens. 

In  Hoover  v.  McCJhesiiey  (81  Fed.,  472,  480)  it  is  stated: 

"  We  think  the  right  to  the  use  of  the  mails  *  ♦  *  would  be  equally  a 
property  right,  and  one  which  could  not  be  taken  away  except  by  due  process  of 
law." 

In  Missouri  Drug  Co.  r.  Wyman  (129  Fed.,  623)  and  Peoples  U.  S.  Bank  a 
Gllson  (140  Fed.,  1)  such  right  to  use  the  mails  is  referred  to  as  a  **  privilege,'* 
instead  of  a  "  property  right." 

It  Is  doubtful  whether  Congress  could,  arbitrarily  and  without  any  reasonable 
basis,  deny  the  use  of  the  malls  far  any  purpose  to  one  portion  of  the  citizens 
of  this  country  and  allow  Its  use  for  the  same  purpose  to  the  remainder  of  the 
citizens.  Such  an  enactment  might  constitute  class  legislation.  In  violation  of 
the  due  process  clause  of  the  fifth  amendment  to  the  Constitution.  This  precise 
question,  however,  does  not  seem  to  have  been  passed  upon  by  the  courts. 

In  Public  Clearing  House  v.  Coyne,  supra,  the  court  upheld  the  constitu- 
tionality of  a  statute  which  authorized  the  Postmaster  General  to  seize  and  re- 
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turn  to  the  sender  all  letters  addressed  to  a  particular  person,  firm,  or  corpo- 
ration whicli  be  was  satisfied  was  using  the  mails  for  fraudulent  purposes.  In 
discussing  the  question,  the  court  said : 

"  While  it  may  be  assumed,  for  the  purpose  of  this  case,  that  Congress  would 
have  no  right  to  extend  to  one  the  benefit  of  its  postal  service  and  deny  it  to 
another  person-  in  the  same  class  and  standing  in  the  same  relation  to  the  Gov- 
ernment, it  does  not  follow  that  under  its  power  to  classify  mailable  matter, 
applying  different  rates  of  postage  to  different  articles  and  prohibiting  some 
altogether,  it  may  not  also  classify  the  recipients  of  such  matter  and  forbid  the 
delivery  of  letters  to  such  persons  or  corporations  as  in  its  judgment  are  making 
use  of  the  mails  for  the  purpose  of  fraud  or  deception  or  the  dissemination 
among  its  citizens  of  information  of  a  character  calculated  to  debauch  the  public 
morality." 

In  Lewis  Publishing  Co.  v.  Morgan  (229  U.  S.,  288,  300,  313,  316)  it  is  said: 

"  Broadly  stated,  all  the  contentions  of  the  Government  are  reducible  to  the 
ToUowing:  •  *  •  (c)  That  even  if  these  propositions  be  not  well  founded 
and  the  provision  be  given  the  significance  attributed  to  it  by  the  publishera, 
Jievertheless  it  is  valid  as  an  exertion  by  Congress  of  its  power  to  establish  post 
ofiSces  and  post  roads,  a  power  which  conveys  an  absolute  right  of  legislative 
twlection  as  to  what  shall  be  carried  in  the  mails  and  which,  therefore,  is  not 
in  any  wise  subject  to  judicial  control,  even  although  in  a  given  case  it  may  be 
manifest  that  a  particular  exclusion  is  but  arbitrary,  because  resting  on  no 
discernible  distinction  nor  coming  within  any  discoverable  principle  of  justice 
or  public  policy.     ♦     ♦     • 

"  That  Congress,  in  exerting  its  power  concerning  the  mails,  has  the  com- 
prehensive right  to  classify  which  it  has  exerted  from  the  beginning,  and  there- 
fore may  exercise  its  discretion  for  the  purpose  of  furthering  the  public  welfare 
as  it  understands  it,  we  think  it  too  clear  for  anything  but  statement;  the 
exertion  of  the  power,  of  course,  at  all  times  and  under  all  conditions,  being 
subject  to  the  express  or  necessarily  implied  limitations  of  the  Constitn- 
tlon.    ♦    ♦    ♦ 

"  Finally,  because  there  is  developed  no  necessity  of  passing  upon  the  qoee- 
tion,  we  do  not  wish,  even  by  the  remotest  implication,  to  be  regarded  ai 
assenting  to  the  broad  contentions  concerning  the  existence  of  arbitrary  power 
through  the  classification  of  the  mails,  or  by  way  of  condition  embodied  in  the 
proposition  of  the  Government  which  we  have  previously  stated." 

Further,  in  Warren  t?.  United  States  (183  Fed.,  718,  720)  the  court  states: 

"The  unrestricted  use  of  the  mails  is  not  one  of  the  fundamental  rt^ts 
guaranteed  by  the  Constitution,  •  •  ♦  Its  (Congress's)  power  over  the  par- 
ticular subject  is  almost  without  limit,  except  as  respects  unreasonable  searches 
and  seizures  and  the  duty  to  treat  all  alike  under  the  same  circumstances  and 
conditions." 

In  exercising  powers  other  than  its  power  over  the  Postal  Service  Congrew 
has  seen  fit  to  discriminate  with  respect  to  classes  of  citizens.  These  discrimi- 
nations, if  not  purely  arbitrary,  but  based  upon  reasonable  grounds,  have  been 
upheld  by  the  courts  as  against  the  claim  that  the  constitutional  rights  of 
citizens  with  respect  to  their  liberty  and  property  were  being  invaded.  There 
are  many  instances  of  this  nature,  the  chief  ones  being  cases  in  which  the 
United  States  or  a  State  has  taxed  certain  classes  of  citizens  without  similarly 
taxing  other  classes.  (Flint  v.  Stone  Tracy  Co.,  220  U.  S.,  107;  Bell's  Gap 
R.  R.  Co.  V.  Pennsylvania,  134  U.  S.,  232;  Citizens'  Telephone  Co.  v.  Fuller, 
229  U.  S.,  322.) 

It  will  be  noted  that  in  the  Coyne  case  there  was  a  discrimination  made  by 
the  statute  as  to  the  recipients  of  mall  matter,  In  denying  Its  receipt  to  a  cer- 
tain class  without  denying  it  to  other  classes.  This  was  upheld  as  a  reasonable 
discrimination  under  the  circumstances,  calculated  to  exclude  certain  fraudu- 
lent matter  from  the  mails.  It  may  be  also  that  a  provision  prohibiting  a  cer- 
tain class  of  persons  from  sending  si)ecified  matter  in  the  mails  would  likewise 
be  upheld  if  the  discrimination  be  reasonable  and  suited  to  the  circumstances 
of  the  situation. 

The  contracts  which  give  rise  to  the  evil  features  against  which  the  bill  in 
question  is  aimetl  are  in  general  carried  on  and  regulated  by  members  of  the 
exchanges.  The  members  of  these  exchanges  occupy  a  peculiar  and  distinct 
position  with  respect  to  the  making  of  these  contracts.  It  may  be  that.  In 
order  to  exclude  from  the  malls  matter  relating  to  such  contracts.  It  Is  only 
necessary  to  prohibit  these  members  from  using  the  malls  for  such  puri>08e, 
imless  they  conform  their  contracts  to  certain  requirements  calculated  to  ^Iml- 
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uate  the  objectionable  features.     AHhough  somewhat  questionable,  it  is  pos- 
sible that  the  provision  would  be  sustained  by  the  Supreme  Court. 

Section  4  of  the  bill  prohibits  any  person  from  using  the  mails  or  telegraph 
lines  for  sending  price  lists  of  sales  of  cotton  in  any  cotton  exchange  engaged 
in  selling  futures  which  does  not  use  a  contract  in  accordance  with  the  pro- 
visions of  the  bill. 

As  applied  to  the  use  of  the  mails,  this  provision  seems  to  be  valid  for  the 
reasons  set  forth  above. 

However,  with  respect  to  the  use  of  the  telegraph,  the  provision  in  section  4 
seems  to  be  Invalid  in  so  far  as  it  applies  to  purely  intrastate  messages  over 
lines  not  owned  by  or  operated  as  agencies  or  under  authority  of  the  Federal 
Crovemment. 

As  applied  to  interstate  messages,  there  is  some  doubt  as  to  the  validity  of 
this  telegraph  provision,  but  it  might  be  sustained  as  a  valid  regulation  of  inter- 
state commerce  for  the  reasons  set  forth  in  the  preceding  discussion  of  H.  R. 
8192. 

H.  R.  8192  deals  only  with  the  exclusion  from  interstate  telegraph  and  tele- 
phone service  of  messages  relating  to  purely  gambling  transactions.  The  pro- 
vision here  in  question  goes  further  than  those  regulations  of  commerce,  in  the 
form  of  specified  prohibitions,  which  have  been  upheld  by  the  courts,  such  as 
the  transportaton  of  lottery  tickets,  of  remedies  for  the  prevention  of  conception 
and  of  adulterated  or  misbranded  foods  and  drugs,  which  are  in  themselves  hurt- 
ful to  the  morals  or  health  of  the  people.  The  price  lists  affected  and  the  trans- 
actions on  which  they  are  based  are  not  in  themselves  necessarily  illegal,  and 
possibly  are  not  injurious  to  the  public  morals.  There  is  ground  for  contending, 
howeyer,  that  inasmuch  as  these  lists,  based  on  transactions  failing  to  comply 
with  the  conditions  specified  in  the  bill,  do  not  correctly  represent  the  values 
which  they  assume  to  represent,  their  circulation  as  such  among  the  people  who 
rely  upon  them  is  injurious  to  the  public  welfare,  and  possibly,  in  a  sense,  to  the 
public  morals. 

The  power  of  Congress  over  interstate  commerce  is — 
"plenary,  complete  in  itself,  and  may  be  exerted  by  Congress  to  its  utmost 
extent,  subject  only  to  such  limitations  as  the  Constitution  imposes  upon  the 
exercise  of  the  powers  granted  by  it,  and  that  in  determining  the  character  of 
the  regulations  to  be  adopted  Congress  has  a  large  discretion  which  is  not  to  be 
controlled  by  the  courts,  simply  because,  in  their  opinion,  such  regulations  may 
not  be  the  best  or  most  effective  that  could  be  employed."  (Letter  case,  188 
U.  8.,  353.) 

If  Congress  in  the  exercise  of  its  discretion  declares  in  effect  upon  appar- 
ently reasonable  grounds  that  the  circulation  of  certain  matter  is  injurious  to 
the  public  welfare,  or  possibly  to  the  public  morals,  and  prohibits  its  transpor- 
tation through  an  agency  of  Interstate  commerce,  it  would  seem  that  the  courts 
would  uphold  such  provision  as  a  valid  regulation  of  interstate  commerce. 

Section  5  of  the  bill  proposes  to  grant  to  pei*sons  required  to  testify  regarding 
violations  of  the  act  immunity  only  from  prosecution  for  the  particular  offense 
In  connection  with  the  prosecution  whereof  such  testimony  is  given.  It  may 
sometimes  be  the  case  that  the  testimony  of  a  x^'ltness,  although  directly  bearing 
npon  the  alleged  offense  in  issue,  would  indirectly  relate  to  some  other  offense 
in  which  he  has  been  implicated.  By  being  compelled  to  testify  in  such  matter 
he  might  be  forced  to  disclose  evidence  leading  to  his  prosecution  for  an  offense 
as  to  which  no  immunity  is  granted  him.  The  immunity  granted  in  section  6 
not  appearing  to  be  as  broad  as  the  constitutional  protection  afforded  to  wit- 
nesses in  criminal  cases,  it  is  doubtful  whether  this  provision  would  be  upheld 
by  the  courts.     (Counselman  v.  Hitchcock,  142  U.  S..  585.) 

EFFECTIVENESS. 

This  bill  appears  to  be  framed  on  the  same  economic  theory  as  H.  R.  15318. 
The  object  of  both  bills  is  not  to  destroy  dealings  in  cotton  futures  but  merely 
to  eliminate  the  evil  features  connected  with  them.  The  methods  only  of 
accomplishing  this  object  are  different. 

The  plan  of  S.  110  is  to  deny  to  members  of  exchanges,  on  or  through  which 
cotton  future  contracts  are  made,  the  use  of  the  malls  for  sending  any  matter 
which  promotes  or  furthers  the  making  or  enforcement  of  such  contracts,  unless 
tli^  are  made  to  conform  to  certain  conditions  calculated  to  eliminate  the  evil 
features  of  future  dealings.    The  use  of  the  mails  and  the  telegraph  is  also 
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denied  for  sending  price  lists  of  sales  on  any  cotton  excliange  which  does  not  use 
a  contract  in  accordance  with  tlie  provisions  of  the  bill. 

The  class  of  transit ctions  which  the  bill  describes  and  attempts  to  regulate 
is  the  class  which  gives  rise  to  the  evil  features  that  should  be  eliminated  from 
the  dealings  in  cotton  futures.  If  the  bill  could  reach, all  of  these  transactions 
its  effectiveness  to  regulate  them  would  be  complete,  leaving  for  consideration 
only  the  details  of  the  regulative  provisions.  However,  it  appears  that  the  bill 
would  necessarily  reach  such  transactions  only  when  members  of'  the  exchange 
found  it  necessary  to  use  the  mails  in  making  or  enforcing  the  contracts  or 
if  the  members  found  the  use  of  the  malls  or  telegraph  to  circulate  their  price 
lists  indispensable  in  the  conduct  of  their  business. 

Many  future  transactions  are  entered  into  on  cotton  exchanges,  and  are  con- 
summated without  the  necessity  of  resorting  to  the  use  of  the  malls.  Plainly 
these  would  not  be  reached  by  the  bill.  It  may  be  that  the  denial  of  the  privi- 
lege of  the  mails  and  telegraph,  in  the  re.«!pects  provided  for  by  the  bill,  would 
so  inconvenience  the  exchanges  that  thoy  would  comply  with  the  requirements 
of  the  bill  in  order  to  escape  Its  prohibitions.  However,  if  the  advantages  of 
continuing  under  their  present  system  would  outweigh  the  inconvenience  which 
the  exchanges  might  suffer  by  not  meeting  the  requirements  of  the  bill  it  is 
reasonable  to  predict  that  they  would  not  subject  themselves  to  its  provisionB. 

Aside  from  those  cases  in  which  future  dealings  may  be  conducted  on  cotton 
exchanges  without  resort  to  the  use  of  the  malls,  opportunities  would  be  af- 
forded by  the  bill  as  it  stands  for  evasion  of  its  requirements  for  the  following 
reasons : 

(a)  It  does  not  prohibit  persons,  other  than  exchange  members,  from  sending 
orders  by  mail  for  the  purchase  or  sale  of  future  contracts  not  conforming  to 
the  provisions  of  the  bill. 

(&)  It  does  not  prevent  either  members  of  exchanges  or  other  i)ersons  from 
sending  communications  respecting  the  making  or  enforcement  of  such  con- 
tracts by  express,  telegraph,  or  telephone. 

(c)  Section  4  deals  exclusively  with  price  lists  of  sales  on  exchanges.  The 
provision  prohibiting  the  sending  of  these  by  telegraph,  in  case  of  exchanges 
not  using  a  contract  in  accoixiance  with  the  requirements  of  the  bill.  Is  un- 
constitutional, as  applied  to  intrastate  telegraph  service.  Furthermore,  no 
penalty  is  provided  for  violating  it. 

(d)  The  bill  does  not  prohibit  the  sending  of  such  i)rice  lists  by  express. 
The  conditions  imposed  on  future  contracts  by  S.  110  are  similar  to  those 

specified  in  H.  II.  15318.  A  discussion  of  the  conditions  that  should  be  attached 
to  such  contracts  Is  entered  into  in  connection  with  the  consideration  of  the 
latter  bill. 

It  may  be  remarked  in  this  connection  that,  in  the  view  of  this  department, 
no  legislation  based  solely  on  the  commerce  clause  of  the  Constitution,  or  on 
the  power  of  Congress  over  the  Postal  Service,  or  on  both,  would  be  completely 
effective  to  correct  existing  evils  arising  out  of  dealings  in  cotton  futures. 

It  may  happen  that  cotton  eventually  tendered  or  delivered  under  a  contract 
of  sale  for  future  delivery  is  at  some  time  the  subject  of  Interstate  commerce. 
However,  the  contracts  of  this  description,  which  are  commonly  entered  Into 
on  exchanges,  do  not  necessiirily  contemplate  or  oblige  the  transportation  of 
cotton  from  one  State  to  another.  As  a  rule  the  transportation  of  the  cotton 
(If  such  occur)  is  independent  of,  or  at  least  only  incidental  to.  the  i>erformance 
of  the  contract  entered  Into  on  the  exchange.  Such  transactions,  therefore, 
are  not  transactions  of  interstate  commerce,  which  are  subject  to  regulation 
by  Congress  under  the  commerce  clause.  (Ware  &  Leland  v.  Mobile  Co.,  209 
U.  S.,  405;  Brodnax  t;.  Missouri,  219  U.  S.,  285.) 

If  some  agency  of  Interstate  commerce  or  the  Postal  Service  Is  used  In  con- 
nection with  the  making  or  enforcement  of  a  future  contract,  Congress  might, 
with  respect  to  the  use  of  such  agency  or  the  mails,  exercise  its  regulative 
power  and  thereby  indirectly  accomplish  the  regulation  of  the  contract.  It 
can  not,  however,  regulate  the  contract  as  such  or  otherwise  than  by  the  Indi- 
rect effect  of  its  regulation  of  the  interstate  shipment  or  transi)ortatlon  of  mat- 
ter relating  to  such  contract  or  of  Its  transmission  through  the  mails.  Whether 
or  not  the  indirect  regulation  of  these  contracts,  in  the  limited  class  of  cases 
in  which  it  may  be  accomplished,  would  result  in  inducing  the  parties  to  con- 
form them  In  all  cases  to  the  requirements  sought  to  be  imix)sed  is  prob- 
lematical, depending  on  the  comparative  advantages  and  disadvantages  accru- 
ing to  the  individuals  concerned  of  adopting  t^ie  one  course  or  the  other. 
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H.  R.  15318. 

SUMMABY  OF  PROVISIONS. 

Section  1  prescribes  the  short  title  of  the  act. 

Section  2  defines  certain  terms  used  in  the  bill. 

Section  3  levies  upon  each  contract  of  sale  (including  agreements  of  sale, 
agreements  to  sell,  and  sales)  of  any  cotton  for  future  delivery  made  at,  on,  or 
in  any  exchange,  board  of  trade,  or  similar  institution  or  place  of  business  a 
tax  In  the  nature  of  an  excise  of  one-tenth  of  1  cent  for  each  pound  of  the  cot- 
ton involved  in  any  such  contract.  It  provides  also  for  a  levy  of  the  tax  on 
such  contracts  Inade  on  foreign  exchanges,  etc.,  in  cases  in  which  the  order  for 
such  sale  has  been  transmitted  from  the  United  States  to  such  foreign  country, 
and  either  the  buyer  or  the  seller  is  at  the  time  of  the  execution  of  the  contract 
a  resident  of  the  United  States. 

Section  4  requires  such  contracts  of  sale  to  be  in  writing,  plainly  stating  or 
evidenced  by  w^ritten  memorandum  show^ing  certain  essential  facts  regarding 
the  contract. 

Section  5  provides  for  a  reduction  of  the  tax  to  25  cents  for  each  100  bales  of 
cotton  of  500  pounds  each  and  at  that  rate  for  greater  or  less  quantities  of  cot- 
ton if  the  contract  comply  with  certain  specified  conditions.  The  conditions  are 
that  it  must — 

(1)  Conform  to  the  requirements  of  section  4  and  the  rules  and  regulations 
made  pursuant  to  the  act. 

(2)  Specify  the  basis  grade  which  shall  be  one  of  the  grades  established  by 
the  Secretary  of  Agriculture,  the  contract  price  per  pound  of  cotton  of  such 
grade,  the  date  of  the  purchase  or  sale,  and  the  time  of  fulfillment  or  settlement 
of  the  contract. 

(3)  Provide  tliat  cotton  dealt  with  under  the  contract  shall  be  of  or  within 
the  grades  for  which  standards  are  established  by  the  Secretary  of  Agriculture, 
and  no  other  grade  or  grades. 

(4)  Provide  for  the  settlement  of  differences  above  or  below  the  contract 
price  in  case  cotton  other  than  the  basis  grade  is  tendered  or  delivered  according 
to  the  provisions  of  the  act. 

(5)  Provide  that  certain  classes  of  cotton  shall  not  be  delivered. 

(6)  Provide  for  the  tender  of  the  full  number  of  bales  involved  in  the  cour 
tract  and  for  five  days'  notice  to  the  receiver  of  delivery. 

Section  6  contains  provisions  for  the  settlement  of  differences  in  case  cotton 
other  than  the  basis  grade  is  delivered. 

Section  7  prescribes  what  shall  be  considered  bona  fide  spot  markets  within 
the  meaning  of  the  act. 

Section  8  prescribes  certain  rules  by  which  the  Secretary  of  Agriculture  is  to 
be  governed  in  designating  bona  fide  spot  markets. 

Section  9  provides  for  the  payment  of  th«?  tax  by  the  seller  by  means  of 
stamps  afiixed  to  the  contract  of  sale  or  to  the  memorandum  evidencing  the 
same. 

Section  10  declares  the  contracts  dealt  with  in  the  act  to  be  unenforceable  In 
the  courts  of  the  United  States  unless  they  comply  with  the  requirements  of 
sections  4  and  9. 

Section  11  authorizes  the  Secretary  of  the  Treasury'  to  make  rules  and  regu- 
lations and  appoint  agents  to  collect  the  tax  imposed. 

Section  12  prescribes  penalties  for  evading  or  attempting  to  evade  the  pay- 
ment of  the  tax  or  otherwise  violating  the  provisions  of  tJie  act  or  the  rules 
and  regulations  made  thereunder. 

Section  13  imposes  an  additional  penalty,  to  be  recovered  in  a  civil  action,  on 
account  of  violation  of  the  act;  one-half  of  the  amount  recovered  to  be  paid 
to  the  informer. 

Section  14  grants  immunity  from  prosecution  to  certain  persons  called  to  te»- 
tity  concerning  violations  of  the  act 

Section  15  provides  that  the  payment  of  any  tax  levied  by  the  act  shall  not 
exempt  the  person  paying  the  same  from  any  penalty  or  punishment  under 
State  law  nor  prevent  States  from  imposing  taxes  on  the  same  transaction. 

Sections  16  and  17  make  appropriations  to  enable  the  Secretaries  of  the 
Treasury  and  of  Agriculture  to  carry  out  the  provisions  of  the  act. 

Section  18  prescribes  when  the  provisions  of  the  act  shall  go  into  effect. 
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OONSTITOTIONALITY. 

The  bill  is  based  exclusively  on  the  tax  clause  (Art  I,  sec.  8)  of  the  Con- 
stitution. It  proposes  to  tax  the  privilege  afforded  by  exchanges,  boards  of 
trade,  and  similar  places  of  dealing  in  contracts  for  the  sale  of  cotton  for 
future  delivery.  It  takes  note  of  the  fact  that  there  are  certain  evil  features 
arising  out  of  dealing  In  cotton  futures  on  exchanges  and  boards  of  trade  as 
at  present  conducted.  For  the  purposes  of  taxation  a  distinction  is  drawn  be- 
tween those  future  contracts  which  comply  with  certain  conditions  calculated  to 
eliminate  these  evil  features  and  those  contracts  not  complying  with  such  con- 
ditions >¥hich  would  be  likely  to  retain  the  evil  features.  A  spper  tax  is  laid 
on  the  latter  class  of  contracts  and  a  reduced  tax  on  the  former.  The  question 
is  whether  this  scheme  of  legislation  would  be  upheld  by  the  courts 

A  tax  on  the  privilege  of  dealing  on  exchanges  and  boards  of.  trade  is  an 
excise  within  the  meaning  of  the  Constitution  of  the  United  State&  (Nicol  «. 
Ames,  173  U.  S.,  609.)  As  such  it  is  stated  to  be  subject  to  only  two  limita- 
tions, namely,  it  must  be  levied  for  the  public  welfare  and  must  be  uniform 
throughout  the  United  State&  (Flint  v.  Stone  Tracy  Co.,  220  U.  S.,  107,  153.) 
These  limitations  scarcely  require  any  discussion  in  this  coxmection.  There 
<:an  be  no  reasonable  claim  that  the  proposed  tax  is  not  for  the  public  welfare, 
and  the  constitutional  provision  for  uniformity,  which  means  geographical  uni- 
formity solely  (Knowlton  t?.  Moore,  17^  U.  S.,  41),  is  in  no  sense  infringed. 

However,  there  seems  to  be  a  limitation  on  the  taxing  power  of  Congress  with 
respect  to  its  classification  of  the  different  objects  of  taxation,  but  this  power 
of  classification  is  very  broad.  As  stated  in  Flint  v.  Stone  Tracy  Co.  (220 
V.  S.,  168) : 

"  In  levying  excise  taxes  the  most  ample  authority  has  been  recognised  from 
the  beginning  to  select  some  and  omit  other  possible  subjects  of  taxation;  to 
select  one  calling  and  omit  another ;  to  tax  one  class  of  property  and  to  forbear 
to  tax  another." 

The  limitation  is  well  defined  in  Nicol  v.  Ames  (173  U.  S.,  621),  as  follows: 

"  The  question  always  is,  when  a  classification  is  made,  whether  there  is  any 
reasonable  ground  for  it  or  whether  it  is  only  and  simply  arbitrary,  based  upon 
no  real  distinction,  and  entirely  unnatural." 

A  tax  on  the  privilege  of  selling  commodities  on  exchanges  and  boards  of 
trade,  without  taxing  the  sales  of  the  same  commodities  made  elsewhere,  was 
sustained  in  Nicol  v,  Ames,  nor  is  it  necessary  to  tax  this  privilege  for  all 
classes  of  sales  made  on  exchanges  or  boards  of  trade.  As  stated  in  that  case 
(p.  523)  : 

"  Nor  is  it  necessary  to  tax  the  use  of  the  privilege  under  all  circumstances 
In  order  to  render  the  tax  valid  upon  its  use  in  particular  cases.  We  see  no 
reason  why  It  should  be  necessary  to  tax  a  privilege  whenever  it  is  used  for 
any  purpose  or  else  not  to  tax  it  at  all.  It  is  not  In  its  nature  indivisible.  A  tax 
upon  the  privilege  when  used  for  one  purpose  does  not  require  for  Its  validity 
that  the  same  privilege  should  also  be  taxed  when  used  for  another  and  a 
totally  distinct  purpose.  It  may  be  the  same  privilege,  but  when  it  is  used  in 
•different  cases  to  accomplish  sales  of  wholly  different  things  between  which 
there  is  no  relation  whatever,  one  use  may  be  taxed  and  the  other  not,  and  no 
rule  of  uniformity  will  thereby  be  violated." 

Upon  these  grounds  a  tax  on  the  privijege  afforded  by  exchanges  and  boards 
of  trade  of  dealing  in  contracts  for  the  sale  of  cotton  for  future  delivery  would 
be  valid,  without  taxing  such  contracts  of  sale  when  made  elsewhere,  and 
without  taxing  spot  sales  of  cotton  or  sales  of  other  commodities.  Cotton  is  so 
different  from  other  commodities  and  future  contracts  are  so  different  from 
spot  sales  that  the  distinction  drawn  between  them  by  the  bill  can  not  be  said 
to  be  arbitrary  or  unreasonable,  but  is,  in  fact,  natural  and  reasonable. 

The  only  phase  of  the  question  remaining  is  whether  it  is  valid  to  divide 
future  contracts  into  two  classes  and  apply  a  different  rate  of  taxation  to  each 
class.  The  question  here  again  is  whether  there  Is  any  reasonable  ground  for 
the  classification  or  whether  it  Is  merely  arbitrary,  based  upon  no  real  dis- 
tinction, and  unnatural.  The  fact  is  that  the  distinction  has  a  real  basis,  as 
pointed  out  above.  The  line  is  drawn  between  a  class  of  future  contractat 
comprising  those  complying  with  the  conditions  specified,  that  serve  a  useful 
function  in  legitimate  trade  and  another  class,  comprising  those  contracts  not 
complying  with  the  conditions  specified,  which  injure  the  public  interest. 

In  the  case  of  McCray  v.  United  States  (195  U.  S.,  27)  the  validity  of  a 
similar  statute  was  upheld  by  the  Supreme  Court.    The  act  there  considered 
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Imposed  a  tax  of  10  cents  a  pound  on  artifically  colored  oleomargarine  and 
only  one-fourth  of  a  cent  a  pound  on  uncolored  oleomargarine.  There  was  not 
necessarily  any  difference  in  kind  in  the  two  classes  of  oleomargarine  taxed. 
The  only  difference  was  that  one  was  colored  so  that  it  resembled  butter, 
whereas  the  other  was  not  colored.  The  distinction  drawn  by  H.  R.  15318  be- 
tween the  two  classes  of  future  contracts  is  at  least  as  reasonable  as  that  In- 
^iTed  in  the  McCray  case  and  would  doubtless  be  upheld  on  the  same  grounds 
by  the  Supreme  CJourt 

With  respect  to  the  super  tax  on  the  artificially  colored  oleomargarine,  it  was 
held  in  the  McOray  case  that  the  motive  of  Congress  In  laying  the  tax  could 
not  be  inquired  into  by  the  courts,  notwithstanding  that  it  might  result  In 
totally  destroying  the  business  of  manufacturing  artificially  colored  oleomar- 
garine. 

It  may  be  noted  that  discriminations  in  taxing  statutes  of  the  States  have 
been  upheld  by  the  Supreme  Court  of  the  United  States  if  the  classifications 
were  not  arbitrary  or  unreasonable,  notwithstanding  that  there  is  in  the 
fonrteentli  amendment  to  the  Constitution  an  additional  limitation  on  the 
States,  which  does  not  apply  to  the  Federal  Government,  prohibiting  them  from 
denying  to  any  person  the  equal  protection  of  the  laws.  Congress  can  at  least 
go  as  far  as  the  State  legislatures  in  discriminating  for  purposes  of  taxation. 

In  Southwestern  Oil  Co.  v.  Texas  (217  U.  S.,  114)  the  court  upheld  the 
Talidity  of  a  State  statute  imposing  an  occupation  tax  on  wholesale  dealers  in 
certain  specified  articles,  although  no  tax  was  imposed  on  wholesale  dealers 
in  other  articles  or  on  retail  dealers  in  the  same  articles.  (See  also  Beirs  Gap 
B.  R.  Co.  V.  Pennsylvania,  134  U.  S.,  232,  237,  and  American  Sugar  Refining  Co. 
V,  Louisiana,  179  U.  S.,  89,  referred  to  below ;  New  York  ex  rel.  Hatch  v.  Rear- 
don,  204  U.  S.,  152,  and  Florida  Central,  etc.,  R  R.  Co.  v.  Reynolds,  183  U.  S., 
471,  476.) 

EFFECTIVENESS. 

This  bill,  like  S.  110,  makes  a  distinction  between  contracts  entered  into  on 
exchanges  for  the  sale  of  cotton  for  future  delivery  which  comply  with  cer- 
tain conditions  calculated  to  eliminate  the  evil  features  of  future  dealings  in 
this  commodity  and  such  contracts  which  do  not  comply  with  those  conditions 
and  which  would  be  likely  to  retain  the  evil  features.  Instead  of  attempting 
to  reach  these  contracts  indirectly,  by  regulating  the  use  of  the  mails  or  the 
various  agencies  of  interstate  commerce,  the  bill  proposes  to  regulate  such  trans- 
actions directly,  by  imposing  a  super  tax  on  the  latter  class  and  a  reduced  tax 
on  the  fonner.  By  this  means  those  transactions  out  of  which  arise  the  evils  of 
future  dealings  are  discouraged  and  those  embraced  in  the  other  class,  which 
are  free  from  these  evils,  are  favored.  Under  this  plan  every  transaction  which 
It  is  necessary  to  regulate  in  order  to  correct  the  evils  is  reached.  If  the  super 
tax  is  high  enough  in  proportion  to  the  reduced  tax  it  would  seem  that  eventu- 
ally all  dealers  in  cotton  futures  would  find  it  to  their  advantage  to  conform 
their  contracts  to  the  requirements  of  the  bill. 

It  may  be  remarked  in  this  connection  that  the  super  tax  is  not  a  new  device 
in  this  history  of  our  legislation.  It  was,  as  long  ago  as  1866,  applied  to  the 
circulation  of  State  bank  notes  (14  Stat.  146).  in  1886  and  1902  to  the  sale  of 
artificially  colored  oleomargarine  (24  Stat.  209;  32  Stat,  193),  and  in  1912 
to^the  manufacture  of  phosphorus  matches  (37  Stat,  81).  The  employment  of 
the  taxing  power  to  destroy  a  particular  business,  even  though  such  business 
is  injurious  to  the  public  interest,  has  been  criticized.  Yet  its  employment  to 
encourage  useful  industries  or  practices  and  to  discourage  those  which  may  be 
hurtful  to  the  public  is  believed  to  be  not  merely  defensible  on  principle,  but 
wholly  justifiable  in  the  present  circumstances. 

In  the  selection  of  objects  for  taxation  Ck)ngress  must  necessarily  use  discre- 
tion. It  is  only  wise  and  just  that  those  objects  which  are  least  useful  or  valu- 
able to  the  public,  or  even  in  a  sense  hurtful  to  its  interests,  should  bear  most 
heavily  the  burden  of  taxation  as  compared  with  the  objects  which  are  of 
greater  use  or  value  to  the  public.  The  super  tax  proposed  to  be  laid  by  the  bill 
in  question  is  not  designed  to  destroy  dealings  in  cotton  futures.  Even  though 
the  size  of  the  tax  be  sufllciently  large  to  cause  the  discontinuance  of  the  present 
manner  of  conducting  the  business,  such  dealings  themselves  may,  nevertheless, 
be  carried  on,  in  complete  harmony  with  the  requirements  of  the  bill,  In  a  way 
which  will  not  result  injuriously  to  the  public  interest,  subject  only  to  a  small  or 
nominal  tax. 
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The  propriety  of  using  the  taxing  power  in  a  manner  calculated  to  ^courage 
useful  Industries  and  discourage  harmful  traffic  has  been  recognized  by  the 
United   States  Supreme  Court  in  its  consideration  of  State  taxing  statutea 

Thus,  in  Bells  Gap  R.  U.  Company  v.  Peuusylvjinia  (134  U.  S.,  232,  237)  the 
court  says: 

*'  We  think  that  we  are  safe  in  saying  that  the  fourteenth  amendment  was 
not  intended  to  compel  the  State  to  adopt  an  iron  rule  of  equal  taxation.  If  that 
were  its  proper  construction  it  would  not  only  supersede  all  those  constitutional 
provisions  and  laws  of  some  of  the  States,  whose  object  is  to  secure  equality 
of  taxation,  and  which  are  usually  accompanied  with  qualifications  deemed 
material,  but  it  would  render  nugatory  those  discriminations  which  the  b€»t 
interests  of  soceity  require;  which  are  necessary  for  the  encouragement  of 
needed  and  useful  industries,  and  the  discouragement  of  intemperance  and  vice; 
and  which  every  State,  in  one  form  or  another,  deems  It  expedient  to  adopt" 

In  American  Sugai  Refining  Co.  v.  La.  (179  U.  S.,  89)  the  court  had 
under  consideration  a  State  statute  Imposing  a  license  tax  upon  persons  and 
corporations  carrying  on  the  business  of  refining  sugar  and  molasses,  bat 
exempting  planters  and  farmers  grinding  and  refining  their  own  sugar  and 
molasses.    With  respect  to  this  exemption  the  court  said : 

"  The  discrimination  is  obviously  Intended  as  an  encouragement  to  agricul- 
ture, and  does  not  deny  to  persons  and  corporations  engaged  in  the  general  refin- 
ing business  the  equal  protection  of  the  laws." 

(See  also  Florida  Central  Railroad  Co.  v.  Reynolds,  183  U.  S.,  471,  476.) 

Granting  that  H.  R.  16318  would  effectively  reach  all  transactions  which 
It  is  necessary  to  regulate  in  order  to  eliminate  the  evil  features  of  dealings 
in  cotton  futures,  it  only  remains  to  consider  whether  the  sdieme  of  regulation 
prescribed  by  the  bill  is  efficient. 

The  establishment  of  standards  provided  for  under  the  proposed  cotton- 
standards  act,  H.  R.  14492  and  S.  4895,  introduced  in  the  House  by  youradf 
and  in  the  Senate  by  Senator  Gore,  is  a  necessary  precursor  to  the  effectlTe 
administration  of  the  proposed  cotton-futures  act  The  two  in  no  sense  dupli- 
cate each  other,  but  are  complementary. 

Directly  in  many  cases,  and  indirectly  in  a  greater  number,  the  price  of  spot 
cotton  is  based  on  the  quotations  of  the  future  markets.  If,  for  any  reason 
peculiar  to  exchange  methods  and  transactions,  the  price  of  futures  is  depressed 
unduly,  as  is  not  Infrequently  the  case,  by  conditions  in  "nowise  connected  with 
the  total  available  supply  of  cotton,  or  the  demand  for  the  actual  staple,  an 
Indefensible  economic  and  commercial  condition  arises,  harmful  to  all  persons 
owning  or  dealing  in  spot  cotton  from  farmer  to  spinner. 

It  is  now  generally  admitted  that  these  conditions  are  due  (1)  to  the  multi- 
plicity of  prevailing  standards,  (2)  to  the  so-called  system  of  fixed  differences 
between  grades  used  in  the  settlement  of  contracts;  (3)  to  the  fact  that  very 
low  qualities  of  cotton,  suitable  for  use  only  by  a  feW  spinning  mills,  may  be 
delivered  on  contract;  (4)  to  the  fact  that  tenders  of  cotton  under  contracts 
do  not  indicate  the  qualities  which  it  is  proposed  to  deliver;  and  (5)  to  the  fact 
that,  under  the  pro  forma  delivery  practice,  several  weeks  frequenUy  elapse 
before  the  person  obligated  to  receive  cotton  knows  the  grades  that  have  been 
tendered.  The  bill  would  inevitably  correct  these  conditions  by  the  taduce- 
ments  which  It  offers  to  the  use  on  exchanges  of  contracts  which  eliminate  all 
of  these  evil  features.  If  the  contract  rights  between  the  parties  to  exchange 
transactions  be  effectively  regulated,  the  enforcement  of  such  rights  may  safely 
be  left  to  the  action  of  the  persons  in  interest  and  to  the  courts. 

The  investigations  of  the  department  show  that  the  lack  of  any  commonly 
accepted  standards  and  reliable  quotations  are  the  fundamental  causes  of  mncb 
of  the  confusion  ttiat  exists.  The  losses  accruing  fall  most  heavily  upon  the 
farmer,  as  it  is  practically  impossible  for  him  to  acquire  the  detailed  knowledge 
of  cotton  classing  and  marketing  that  would  be  necessary  in  order  to  aiable 
him  to  protect  himself. 

The  requirements  which  future  contracts  must  meet  in  order  to  entitle  them 
to  the  reduced  tax  under  the  bill  are  aimed  to  correct  the  abuses  now  existing 
in  future  trading,  and  are  intended  to  raise  the  value  of  the  contract  so  that  it 
win  agree  more  closely  with  the  price  of  spot  cotton. 

The  corrective  provisions  require  (1)  the  substitution  of  official  Government 
standards  for  the  various  local  standards  now  in  use;  (2)  that  true  commercial 
differences,  to  be  determined  as  provided  In  the  act,  must  replace  all  fixed  or 
arbitrary  differences;  (3)  that  low-grade,  undesirable,  and  unmerchantable 
cottons  must  not  be  delivered  on  contract;  (4)  that  the  seller  shall  state  the 
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i^ade  and  identity  of  each  individual  bale  to  be  tendered;  and  (6)  that  the 
seller  shall  give  five  days*  notice  of  the  date  of  delivery,  which  fixes  the  re- 
sponsibility for  having  cotton  certificated  and  ready  for  delivery. 

The  bill  authorizes  the  Secretary  of  Agriculture  to  designate  the  spot 
markets  to  be  used  in  arriving  at  the  commercial  differences  in  value,  and 
also  authorizes  him  to  collect  and  publish  the  necessary  data  in  connection 
therewith.  The  Secretary  of  the  Treasury  is  authorized  to  promulgate  the 
necessary  rules  therefor,  and  shall  collect  the  tax  laid.  Penalties  suflaciently 
heavy  to  deter  violations  are  imposed,  and  rewards  for  information  are  pro- 
vided that  should  render  violations  dangerous. 

The  cotton  standards  bill  (H.  R.  14492;  S.  4805)  is  fundamental  in  its 
nature  and  seeks  to  provide  the  necessary  standards  by  which  the  value  of 
cotton  may  be  better  determined,  and  to  insure  the  proper  application  of  these 
standards.  The  cotton  futures  bill  aims  to  secure  fair  and  reliable  quotations 
on  which  correct  ideas  of  value  may  be  based.  The  two  bills  do  not  overlap  in 
any  respect,  but  both  require  the  application  of  of9cial  standards  to  cotton  ten- 
dered in  settlement  of  future  contracts.  They  furnish  no  cause  for  alarm  to 
the  legitimate  cotton  interests  of  the  country,  including  the  exchanges,  and 
their  adoption  should  greatly  simplify  and  improve  conditions  throughout 
the  industry. 

Respectfully, 

D.  P.  Houston,  Secretary, 

The  Chaibman.  Gentlemen,  Bepresentative  Harrison,  of  Missis- 
sippi, has  been  waiting  very  patiently  for  four  days  to  be  heard, 
and  we  are  about  to  dose  the  hearings.  Of  course,  Mr.  Harrison 
realizes  the  lateness  of  the  hour. 

STATEMEHT  OF  HON.  BTBON  P.  HASBISON,  A  EEPBESENTATIVE 
IN  CONOBESS  FBOM  THE  STATE  OF  HISSISSIPFL 

Mr.  Harrison.  Well,  Mr.  Chairman,  as  I  understand  the  views 
of  the  committee  from  the  questions  they  have  asked  and  the  way 
the  whole  hearings  have  proceeded,  it  seems  to  me  that  the  com- 
mittee is  fixed  in  its  determination  to  pass  legislation  that  will 
regulate  these  exchanges,  rather  than  prohibitory.  If  that  is  true 
(and  its  looks  to  me  as  if  it  is  true) ,  I  would  be  taking  up  the  time 
of  the  committee  without  accomplishing  anything,  in  discussing 
the  bill  which  I  have  introduced  and  which  is  before  the  committee, 
a  bill  which  goes  beyond  these  other  bills  before  the  committee, 
and  one  which  I  am  sincerely  in  favor  of,  and  which  I  have  strong 
convictions  upon,  so  far  as  the  constitutionality  of  the  measure  is 
concerned;  and  I  do  not  care  to  take  up  the  time  of  the  committee 
in  a  useless  discussion  of  that  question. 

The  Chairman.  If  you  will  permit  me,  I  will  say,  in  reply  to 
the  suggestion  of  Mr.  Harrison,  that  so  far  as  I  know,  I  have  not 
the  least  idea  as  to  the  attitude  of  the  members  of  the  committee 
on  these  various  propositions.  I  have  talked  to  only  one  or  two 
members  of  the  committee  on  the  subject^  and  personally,  my  own 
views  are  very  well  known  on  this  proposition.  Beyond  that,  I  can 
not  say.  If  you  desire  to  address  the  committee,  Mr.  Harrison,  the 
committee  will  be  very  glad  to  hear  you,  either  on  the  economic 
side  of  the  question  or  on  the  constitutional  side  of  the  question. 

Mr.  Harrison.  It  is  late,  and  I  will  take  but  a  very  few  moments 
of  the  time  of  the  committee. 

The  Chairman.  Or  we  will  be  very  glad  to  have  you  file  a  brief. 

Mr.  Harrison.  Well,  I  will  take  the  privilege  of  "extending  my 
remarks,"  if  the  chairman  will  give  me  permission  to  do  that. 
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Mr.  Chairman  and  gentlemen,  I  am  naturally  conservative.  But 
in  this  matter  I  suppose  that  I  am  really  radical,  because  I  believe 
that  the  exchanges,  at  least  the  future  dealings  on  the  exchanges,  are 
wrong,  and  I  think,  as  you  all  concede,  that  it  affects  the  price  of  the 
spot  cotton  and  for  the  reason  that  it  is  necessarily  detrimental  to 
the  interest  of  the  fanners  of  the  country.  But  I  will  leave  that 
subject  alone  and  will  not  discuss  it.  I  have  heard  every  gentleman 
who  has  appeared  before  the  committee  to  controvert  tnat  proposi- 
tion, and  I  know  that  I  could  not  convince  them. 

But  the  question  has  come  up  as  to  the  constitutionality  of  certain 
bills  before  the  committee,  and  the  chairman  has  the  idea  under  the 
rules  laid  down  in  the  case  of  Leland  &  Ware  v.  the  City  of  Mobile, 
decided  in  the  United  States  Supreme  Court  from  Alabama,  that 
under  the  interstate-commerce  clause  of  the  Constitution  this  Con- 
ffress  has  not  the  right  to  pass  legislation  that  would  destroy  the 
future  dealings  on  the  cotton  exchanges  of  this  country.  Am  I  right, 
Mr.  Chairman? 

The  Chairman.  No  ;  my  proposition  was 

Mr.  Harrison  (interposing).  I  so  understood  the  chairman,  and 
I  so  understood  the  president  of  the  New  York  Cotton  Exchange. 

The  Chairman.  No  ;  my  proposition  is  this,  that  the  case  of  Inland 
&  Ware  v.  the  Port  of  Mobile,  reaffirmed  by  the  case  of  United 
States  V.  Patten,  cast  so  much  doubt  upon  that  proposition  that  the 
committee,  if  it  is  going  to  regulate  rather  than  destroy,  should  look 
to  some  other  power  in  the  Constitution  by  which  to  do  it. 

In  other  words,  I  would  rather  rely  upon  a  certainty  than  upon  an 
uncertainty.  I  have  not  fully  made  up  my  own  mind  as  to  whether 
that  Leland  &  Ware  case  would  control  the  situation;  but  it  looks 
very  much  like  it. 

Mr.  Harrison.  Well,  that  is  a  question  that  lawyers  differ  about. 
When  this  question  of  excise  tax  was  first  up,  in  1902,  lawyers 
differed  about  it;  now  Chief  Justice  White,  then  a  Senator  from 
Louisiana,  said  that  it  was  unconstitutional. 

Mr.  Glenny.  I  think  Mr.  Harrison  is  wrong  about  what  Justice 
White  said.    I  think  Justice  White  said  it  was  class  legislation. 

Mr.  Harrison.  Yes. 

Mr.  Glenny.  And  that  it  was  obviously  intended  for  nothing  be- 
sides destruction. 

Mr.  Harrison.  Yes. 

Mr.  Glenny.  Well,  this  bill  is  not  obviously  for  destruction. 

Mr.  Harrison.  I  understand.  But  Senator  White,  now  Chief  Jus- 
tice, did  say  it  was  unconstitutional,  and  Senator  George,  of  ifisas- 
sippi,  who  was  regarded  as  equally  as  great  a  constitutional  lawyer 
at  that  time,  presented  to  the  Senate  during  that  debate  the  exact  bill, 
practically,  that  I  now  have  before  your  committee,  and  he  answered 
the  proposition,  and  some  of  the  Senators  who  were  most  eminent  as 
constitutional  lawyers  of  that  time  voted  for  the  George  proposition. 
They  thought  it  was  constitutional. 

Here  is  how  I  understood  the  Leland  &  Ware  ^y.  Mobile  case: 

The  Leland  &  Ware  Co.  had  an  agency  in  the  city  of  Mobile  for  the 
sale  of  these  cotton-future  contracts,  from  which  the  orders  were 
transmitted  to  their  respective  houses  in  New  York  or  New  Orleans. 
There  was  a  license  tax  imposed  upon  those  agencies  in  that  State, 
and  the  city  of  Mobile  went  in  and  started  to  collect  that  license  tax. 
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They  were  enjoined  by  this  particular  concern  on  the  theory  that  they 
were  doing  an  interstate  business,  that  they  transmitted  these  tele- 
grams to  these  houses  in  New  Orleans  and  New  York,  and  that  the 
State  had  no  right  to  impose  this  license  tax,  because  it  came  within 
the  interstate-commerce  clause  of  the  Constitution. 

That  was  their  contention,  and  the  Supreme  Court  held  that  the 
State  of  Alabama  did  have  a  right  to  impose  this  license  tax. 

From  a  casual  reading  of  that  decision  you  might  think  that  they 
held  it  was  violative  or  the  interstate-commerce  clause;  but  if  you 
so  believed  you  would  lose  sight  of  this  fact  in  that  case,  that  the 
courts  have  always  held,  and  did  not  hold  differently  in  that  case, 
that  where  the  Federal  Grovemment,  through  Congress,  passes  legis- 
lation, and  says  they  have  a  right  to  legislate  on  a  certain  proposition 
under  the  interstate-commerce  clrfuse  of  the  Constitution,  holding  it 
to  come  under  the  commerce  clause,  it  is  within  the  discretion  of 
Congress  to  pass  that  legislation,  and  it  will  not  be  held  uncon- 
stitutional. 

Now,  if  that  proposition  had  come  before  Congress  as  it  came 
before  the  Alabama  court,  and  Congress  had  passed  a  law,  under  the 
interstate-commerce  clause  of  the  Constitution,  saying  that  future 
contracts  were  in  restraint  of  interstate  commerce,  and  it  had  gone 
to  the  Supreme  Court  of  the  United  States,  I  believe  that  they  would 
have  held,  and  I  believe  it  under  the  opinion  that  has  been  held  in 
that  case,  that  under  the  interstate-commerce  clause  of  the  Consti- 
tution giving  Congress  that  broad  discretion  to  say  what  is  inter- 
state commerce,  that  Congress  had  the  right  to  pass  such  legisla- 
tion. And  so  when  the  State  passed  that  £nd  of  law  and  Congress 
had  not  legislated  ujpon  that  proposition  itself,  there  is  a  very  dif- 
ferent miestion  presented. 

The  Chairman.  Well,  were  not  the  facts  in  that  case  (supplement- 
ing your  statement  of  facts)  that  the  Supreme  Court  of  Alabama  held 
that  contracts  for  the  future  delivery  of  grain  or  cottoti  were  not 
interstate  commerce  at  all,  and  that  from  that  decision  the  case  came 
to  the  Supreme  Court  of  the  United  States,  and  the  Supreme  Court  of 
the  United  States,  npon  stipulated  facts,  setting  out  tne  facts  as  you 
have  stated  them,  affirmed  me  decision  of  the  Supreme  Court  of  Ala- 
bama holding  that  these  contracts  for  the  future  delivery  of  cotton 
or  grain,  following  the  insurance  case  of  Paul  v.  Virginia,  and  Hooper 
V,  California,  and  others,  was  not  in  fact  interstate  commerce? 

Mr.  Habbison.  It  was  affirmed  by  the  Supreme  Court,  but,  as  I  say, 
it  was  not  a  question  of  a  matter  upon  which  Congress  had  exercised 
its  discretion  imder  the  interstate-commerce  clause  of  the  Constitution. 
That  point  was  not  presented.  It  is  true  that  it  was  contended  that 
it  was  a  part  of  the  interstate  commerce,  but  it  was  a  part  of  interstate 
OHnmerce  that  was  not  legislated  upon  by  Congress  under  its  consti- 
tutional powers. 

Now,  in  the  case  of  McCuUoch  v.  Maryland,  where  the  opinion  was 
rendered  by  Chief  Justice  Marshall,  he  says — and  this  is  the  rule  that 
has  been  followed  all  along  the  line  up  to  the  present — that  Congress — 

has  a  large  discretion  as  to  the  means  that  may  be  employed  in  executing  a 
given  power.  The  sound  construction  of  the  Oonstitution  must  allow  to  the 
National  Legislature  that  discretion  with  respect  to  the  means  by  which  the 
powers  it  confers  are  to  be  carried  into  execution,  and  will  enable  that  body  to 
perform  the  high  duties  assigned  to  it,  in  the  manner  most  beneficial  to  the 
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people.  Let  the  end  be  legitimate;  let  it  be  within  the  scope  of  the  Oonstita- 
tioui  and  all  means  which  are  appropriate  and  which  are  plainly  adapted  to 
that  end,  which  are  not  prohibited  but  coincide  with  the  letter  and  spirit  of 
the  Constitution  and  are  constitutional. 

In  the  Western  Union  Telegraph  Co.  v,  Pendleton  (122  U.  S., 
347)  the  court  recognized  the  commerce  with  foreign  countries  and 
with  the  States  which  Congress  could  regulate  as  including  not  gdIj 
the  exchange  and  transportation  of  commodities  as  visible,  tangible 
thin^,  but  the  carriage  of  persons  and  the  transmission  by  telepnoQe 
of  ideas,  wishes,  orders,  and  intelligence. 

iSee  also  Ralterman  v.  Telephone  Co.,  127  U.  S.,  411,  and  Le  Loup 
*ort  of  Mobile,  127  U.  S.,  640.) 
In  the  Lottery  case  (188  U.  S.,  353)  the  court  said: 

As  a  State  may,  for  the  purpose  of  gn&rding  the  morals  of  its  own  people, 
forbid  the  sale  of  all  lottery  tickets  within  its  limits,  so  Congress,  for  the  pur- 
pose of  guarding  the  people  of  the  United  States  against  the  widespread  peeti- 
lence  of  lottery  and  to  protect  the  commerce  which  concerns  all  the  States,  may 
prohibit  the  carrying  of  lottery  tickets  from  one  State  to  another.  In  legislat- 
ing upon  the  subject  of  the  traffic  in  lottery  tickets  as  carried  on  in  interstate 
commerce  Congress  only  supplemented  the  action  of  those  States  prohibiting 
the  drawing  of  lotteries,  as  well  as  the  sale  and  circulation  of  lottery  ticketSi 
within  their  representative  limits. 

In  Gibbons  v.  Ogden  (9  Wheat.,  1)  Chief  Justice  Marshall  said: 

The  wisdom  and  discretion  of  Congress,  their  identity  with  the  people,  and 
the  Influence  which  their  constituents  possess  at  last  are  in  this,  as  in  many 
other  instances,  as  that  of  declaring  war,  the  sole  restraint  on  which  they  ha?e 
relied  to  save  them  from  its  abuse.  They  are  the  restraints  on  which  the 
people  must  often  r^y  solely  in  all  representative  governments. 

In  the  lottery  case  just  cited  the  court  held  that  the  constitutional 
power  of  Congress  to  regulate  interstate  commerce  includes  the 

{)ower  to  prohibit  in  cases  where  such  prohibition  is  in  aid  of  the 
awful  protection  of  the  public. 

In  the  case  of  United  States  v.  Hoke  (187  Fed.  Rep.,  992)  and 
the  case  of  Bennett  v.  United  States  (114  C.  C.  A.,  402)  the  corat 
held  that  the  white-slave  act,  which  forbids  the  inducing  of  a  person 
to  come  into  a  State  with  unlawful  purpose  in  aid  of  such  unlawful 
purpose  is  not  unconstitutional  as  an  invasion  of  the  police  power 
of  the  State. 

In  Gloucester  Ferry  Co.  v.  Pennsylvania  (114  U.  S.,  196),  in  the 
Northern  Security  case,  reported  in  One  hundred  and  ninety-third 
United  States,  page  197,  the  court  announced  again  the  doctrine  that 
the  power  of  Congress  over  interstate  commerce  is  as  full  and  free  as 
the  power  of  the  several  States  is  over  their  domestic  commerce,  sub- 
ject only  to  tiie  restrictions  contained  in  the  Constitution  of  the 
United  States. 

The  question  involved  was  as  to  the  validity,  under  the  commerce 
clause  of  tiie  Constitution,  of  an  act  of  the  Legislature  of  the  State 
of  Kentuclgr  relating  to  the  fixing  of  charges  for  toUs  for  persons 
passing  over  the  bridge  that  connected  Covington,  Ky.,  with  CSn- 
cinnati,  Ohio. 

The  court  reaffirmed  the  principles  announced  in  the  Gloucester 
Ferry  Co.  v.  Pennsylvania  (114  U.  S.,  19«),  in  the  Wabadi,  etc^  Bail- 
way  Co.  V.  Illinois  (118  U.  S.,  557),  and  among  other  things  said: 

was  defined  in  Oibbon  v.  Ogden  (9  Wheat.,  1)  to  be  "  Intercoone,* 
^ndB  of  people  who  daUy  pass  and  repass  over  tlil»  brid^t  may  be 
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as  truly  said  to  be  engaged  in  commerce  as  if  they  were  shipping  cargoes  of 
merchandise  from  New  York  to  Liverpool.  While  the  bridge  company  is  not 
itself  a  common  carrier  it  affords  a  highway  for  such  carriage,  and  a  toll  upon 
such  bridge  is  as  much  a  tax  upon  commerce  as  a  toll  upon  a  turnpike  is  a  tax 
upon  the  traffic  of  such  turnpike  or  the  charges  upon  a  ferry  a  tax  upon  the  com- 
merce across  a  river. 

In  Caldwell  v.  North  Carolina  (187  U.  8.,  622)  and  in  Norfolk 
&  Western  Ry.  Co.  v.  Sims  (191  U.  S.,  441)  the  court  held  that  a 
corporation  carrying  on  business  in  one  State  obtaining  orders 
through  an  a^ent  in  another  State  is  engaged  in  interstate  commerce, 
notwithstanding  the  fact  that  goods  might  be  shipped  in  sections  and 
put  together  by  the  agent  prior  to  delivery. 

In  the  case  of  the  Monongahela  Bridge  v.  United  States  (216  U.  S., 
177)  the  court  held  that  "  Congress  had  the  rieht  to  order  removal 
of  a  bridge  over  the  river  under  the  commerce  laws  of  the  Constitu- 
tion because  it  was  an  obstruction  to  interstate  commerce." 

If  this  be  true,  then  an  exchange  wherein  brokers  buy  and  sell 
futures  and  make  charges  for  their  fees  which  affect  the  prices  of 
wheat  or  cotton  or  whatever  commodity  may  be  sold  or  purchased 
upon  such  exchange,  which  commodity  must  pay  the  charges,  is  a 
tax  on  the  free  commerce  of  that  commodity,  and  the  interstate  char- 
acter of  such  commodity  is  affected  by  such  charge  or  tax. 

The  Addvston  Pipe  case  (175  U.  S.,  226i)  was  a  case  tried  in  the  cir- 
cuit court  by  Mr.  Taft,  and  in  rendering  an  opinion  the  Supreme 
Court  said : 

The  reasons  which  may  have  caused  the  framers  of  the  Constitution  to  repose 
the  power  to  regulate  Interstate  commerce  In  Congress  do  not,  however,  affect 
or  limit  the  extent  of  the  power  itself.  Under  this  grant  of  power  of  Congress 
that  body,  when  judgment  may  enact  such  legislation  as  shall  declare  void,  and 
prohibit  performance  of  any  contract  between  individuals  or  corporations,  when 
the  natural  and  direct  effect  of  such  contract  will  be,  when  carried  out,  to 
directly,  not  as  a  mere  Incident  to  other  and  innocent  purposes,  regulate  to  any 
substantial  effect  interstate  commerce. 

I  merely  call  attention  in  this  connection  to  the  following  instance 
where  under  the  exercise  of  the  regulatory  power  Congress  has  pro- 
hibited commerce  between  the  States.  The  act  of  May  29,  1884  (28 
Stat.,  31),  prohibts  the  transportation  in  interstate  commerce  of  any 
live  stock  affected  with  any  contagious,  infectious,  or  incurable  dis- 
ease, and  that  act  was  held  to  be  constitutional  in  the  case  of  Reid  v. 
Colorado  (187  U.  S.,  137). 

The  antitrust  act  of  1890  (26  Stat,  209)  is  an  act  prohibiting  the 
making  of  certain  contracts  and  declaring  them  to  be  illegal.  Among 
other  things  embraced  in  that  act  was  a  provision  tliat  m  substance^ 
stated  that  where  two  competing  railroaas  in  the  State  made  a  con- 
tract between  themselves  to  fix  rates,  etc.,  that  it  would  be  held  a  con- 
tract in  restraint  of  trade. 

That  was  so,  even  though  the  contract  was  made  between  citizens 
of  the  same  State  in  the  same  State.  That  act  has  been  held  to  be 
constitutional  in  a  number  of  cases,  notably  in  the  case  of  U.  S.  Joint 
Telegraph  Association  (171  U.  S.,  505). 

The  act  of  July  1,  1902  (32  Stat.,  632),  prohibits  the  transporta- 
tion from  one  State  to  another  State  of  ,dairy  products  which  have 
been  falsely  branded  or  labeled. 

The  pure-food  act  of  June  20, 1906  (34  Stat.,  768  )j  the  act  of  June 
21,  1905  (83  Stat.,  732),  publishing  the  transportation  in  the  inter- 


1264  BBGULATION  OF  COTTON  EXCHANGES. 

state  commerce  of  gold  or  silver  goods  with  the  words  "  U.  S.  Assay" 
on  them  are  acts  that  no  one  contends  are  unconstitutional. 

The  act  of  March  3, 1905  (33  Stat,  1269),  publishing  the  transpor- 
tation in  interstate  commerce  of  certain  insects  that  were  supposed  to 
help  distribute  the  boll  weevil,  and  the  migratory-bird  act  passed  in 
the  Sixty-second  Congress,  are  instances  wherein  Congress  took  the 
view  that  they  had  a  very  broad  discretion  in  passing  legislation 
under  the  interstate-commerce  act  of  the  Federal  Constitution. 

Under  the  commerce  clause  of  the  Constitution  the  river  and  harbor 
bills  are  passed  to  remove  from  our  waters  obstructions  to  foreign  and 
interstate  commerce,  and  that  same  commerce  clause  tenders  to  Con- 
gress the  power  to  remove  the  obstruction  to  commerce  created  by 
''options"  and  "futures"  dealings.  The  admitted  power  of  Con- 
gress to  remove  obstructions  to  commerce  carries  with  it  the  power  to 
declare  what  is  an  obstruction,  and  from  this  declaration  on  the 
matter  within  its  jurisdiction  there  can  be  no  appeal  from  the  judg- 
ment of  Congress.  It  is  admitted  by  the  heads  of  the  exchanges  and 
by  all  well-informed  persons  on  future  dealing  in  the  exchanges  that 
the  dealing  in  futures  affects  the  spot  price  of  the  commodities  dealt 
in.  It  is  conceded,  too,  that  the  New  York  Cotton  Exchange,  in  par- 
ticular, jBxes  the  price  of  cotton. 

If  cotton,  therefore,  is  a  commodity  of  interstate  character  and  of 
foreign-commerce  character,  and  which  is  conceded,  then  certainly 
the  cotton  exchange  in  New  York  affects,  either  by  making  the  price 
high  or  low.    (26  Interstate  Commerce.) 

If  the  bears  on  the  exchange  force,  under  the  rules  and  regulations 
of  the  exchange,  the  price  of  cotton  down,  they  necessarily  influence 
the  amount  ox  the  cotton  crop,  because  some  farmers  will  sell  on  a 
high  price  or  a  medium  price  their  Cotton  when  they  will  not  sell  their 
cotton  on  a  low  price,  and  therefore,  necessarily,  the  exchange  by 
such  action  of  its  members  obstructs  the  shipments  and  conmierce  in 
cotton  from  one  State  to  another  and  from  the  United  States  to  for- 
eiga  nations. 

It  is  clearly  my  opinion  that  we  have  a  right  under  the  interstate- 
commerce  clause  of  the  Constitution  to  legislate  against  the  dealings 
in  futures  and  options  on  the  exchanges,  but  I  have  very  grave  doubts 
that  Congress  should  legislate  on  the  subject  through  the  taxing 
power  of  Congress. 

I  have  always  believed  that  the  sole  right  of  the  Federal  Congress 
to  tax  under  the  provisions  of  the  Federal  Constitution  was  for  the 
purpose  of  raising  revenue  to  run  the  Government,  and  ought  never 
to  be  used  as  a  weapon  of  destruction. 

Now,  Mr.  Chairman,  in  the  discussion  of  this  subject  I  approach  it 
with  the  full  realization  of  its  important  character  and  the  effects  of 
Said  legislation.  I  am  fully  aware  that  where  a  system  has  grown 
up  of  such  a  character  and  of  such  magnitude  the  prices  of  many  of 
the  great  agricultural  products  of  the  country  are  fixed  by  the 
exchanges  of  the  country  and  influenced  through  the  dealings  m  the 
futures  and  options  on  the  exchanges,  and  when  a  movement  is 
started  to  change  that  system  that  it  is  likely  to  revolutionize  it  and 
cause  uncertainty  and  doubt.  •  But  when  I  read  my  country's  history, 
and  the  history  of  other  countries,  I  recall  that  no  great  reform  was 
ever  accomplished  except  through  a  change  from  one  condition  to 
another  condition.    The  French  Revolution  is  but  one  instance,  the 
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Civil  War  is  another.  The  South  had  become  so  accustomed  to 
davery,  and  it  was  an  institution  that  had  srown  to  such  proportions 
and  was  so  interwoven  with  the  social,  political,  and  industrial  life 
of  the  South  that  southern  leaders  believed  that  if  slavery  were  taken 
away  from  the  South  that  it  would  so  revolutionize  the  condition 
there  that  the  people  would  be  unable  to  further  carry  on  their  legiti- 
mate pursuits,  ana  that  it  would  be  prostrated  from  such  a  change. 

But  the  change  was  wrought.  Slavery  was  abolished.  And  the 
South  under  the  new  conditions  has  wrought  wonders,  and  has  made 
a  greater  progress  and  a  more  wonderful  advance  in  all  lines  than 
she  had  ever  made  before. 

When  the  lottery  system  flourished  in  New  Orleans,  and  had  inter- 
woven itself  into  the  speculative  fabric  of  the  people  throughout  the 
United  States,  and  had  become  an  incubus  on  the  public  morals  of 
the  country,  and  the  movement  was  started  to  wipe  it  out  of  exist- 
ence, the  same  opposition  was  heard  then  as  is  now  heard  by  the 
Colers  and  speculators  and  their  sympathizers  in  this  country. 
.  legislation  was  passed  wiping  out  the  lottery  system,  and  the 
effects  of  the  change  have  been  of  an  elevating  rather  than  of  a 
depressing  nature. 

When  we  Sherman  antitrust  law  was  passed  the  same  hue  and  cry 
went  up  from  the  railroads  of  the  country. 

And  again,  when  the  Interstate  Commerce  Commission  was  cre- 
ated, the  same  opposition  developed,  and  the  plaintive  cries  of  the 
railroads  were  heard,  but  both  of  these  measures  were  passed.  And 
while  they  in  a  way  revolutionized  the  conditions  in  the  business  of 
the  railroads  of  the  country  the  effect  of  the  le^slation  has  been  most 
wholesome  to  all  of  the  railroads  and  corporations  that  have  honestly 
conducted  their  business. 

And  so  I  might  enumerate  ad  infinitum  great  movements  and  im- 

Sortant  pieces  of  legislation  that  have  come  and  been  of  most  bene- 
cial  effect,  but  at  the  crisis  of  the  movement  or  the  legislation  dire 
and  disastrous  results  were  predicted  and  ruin  prophesied. 

But  in  this  matter  I  feel  that  when  honest  people  are  laboring  in 
the  wheat  fields  of  the  Northwest,  in  snow  and  ice,  and  in  the  cotton 
fields  of  the  South  under  a  tropical  sun,  producing  the  great  staples 
which  feed  and  clothe  the  world,  which  bring  to  our  shores  annually 
the  golden  treasure  which  forms  the  basis  of  our  currency  and  pre- 
serves the  balance  of  trade  to  our  country,  who  give  life  to  our  com- 
merce and  honest  thrift  and  industry,  tney  should  be  protected  by 
the  laws  of  the  countrv  from  at  least  robbery  and  spoliation. 

The  trained  body  oi  experts  comprising  tne  cotton  exchanges  and 
boards  of  trade,  the  men  who  manipulate  the  markets  and  report 

E rices,  who  without  owning  a  bushel  of  wheat  or  an  ear  of  corn  or  a 
ale  of  cotton  debauch  and  wreck  both  foreign  and  domestic  markets, 
where  alone  these  great  products  may  be  sold,  by  selling  for  future 
delivery  five  or  ten  times  the  quantities  of  each  raised  in  the  world, 
and  then  beating  down  the  prices  so  as  to  realize  great  profits  to 
themselves  while  ruining  honest  labor  and  destroying  real  and  honest 
capital  employed  in  their  productions,  should  have  the  heavy  hand 
of  the  law  laia  on  them  and  treated  like  the  wrongdoers  they  are. 

Mr.  Heflin.  You  would  be  willing  for  any  concern,  any  legitimate 
cotton  business,  to  remain  in  that  business,  would  you  not? 
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Mr.  Habrxson.  Do  you  mean  dealing  in  cotton  futures? 

Mr.  Hefun.  If  the  cotton  exchange  can  be  used  as  a  place  that 
helps  to  distribute  the  real  crop  of  cotton  you  would  not  oppose  it, 
if  it-  would  be  a  legitimate  business,  would  ^ou  ? 

Mr.  Harrison.  No  ;  I  would  not  oppose  it  at  all  then. 

Mr.  Heflin.  I  agree  with  you  that  if  it  can  not  be  regulated  so  as 
to  naturally  distribute  the  crop  it  should  be  destroyed,  and  I  would 
then  be  in  lavor  of  the  proposition. 

Mr.  Harrison.  Going  back  to  that  proposition,  we  have  been  at 
this  thing  since  1890,  and  the  same  facts  have  heem  presented  to  the 
committee  time  and  again  showing  the  injurious  effects  of  exchan^, 
and  the  matter  has  been  agitated  ever  since  then.  In  1892  legislation 
was  passed  through  both  houses  of  Congress  that  would  have  abso- 
lutely put  them  out  of  business;  and  it  seems  to  me  that  we  are  a 
long  time  about  coming  around  to  regulating  the  matter  in  a  manner 
that  would  be  beneficial  to  the  country. 

Now,  of  course,  these  spinners  want  to  hedge ;  they  are  here  argu- 
ing for  the  bill  for  that  reason.  But  if  every  spinner  in  tiie  United 
States  hedges  for  every  bale  of  cotton  that  he  purchases  or  sells  tbere 
would  not  be  over  six  or  seven  million  bales  of  future  contracts  bought 
and  sold.  And  here,  under  the  testimony  before  the  committee,  the 
minimum  amounts  sold  on  the  exchange  to-day  is  100/MO^OOO  haieB. 
I  believe  that  was  agreed  to  by  the  gentlemen  who  have  testified 
here ;  that  there  were  100/X)0,000  bales  sold  on  the  exdumges  ereiy 
year.  I  believe  that  one  ^ntleman  said  tihat  one-fourth  of  it  ivas 
on  the  New  Orleans  Exchange  and  three-fourths  of  it  on  the  New 
York  Cotton  Exchange. 

Mr.  OufiNKT.  No;  I  ma^e  no  eetiiaaiB. 

Mr.  Harrison.  I  know  you  did  not ;  the  estimate  was  made  1^  Ifr. 
Marsh,  and  some  one  etee  said  that  about  one-l6u]4ii  of  the  amount 
was  sold  on  the  New  Orieane  exchange. 

Mr.  Hefuk.  One  of  the  manufacturers  from  SoQth  Garoliaa  slid 
that  the  future  contracts  amounted  to  26  times  the  size  ^  tihe  ero^. 

Mr.  Harrison.  Mr.  Chairman,  I  am  not  going  to  take  up  the  tune 
of  the  committee  any  more.    The  committee  unc&stanidfi  my  positm. 

I  came  before  the  committee  for  this  reason :  When  the  comiaittie 
reports  the  bill  and  it  floes  before  the  House  I  want  to  support  it  if 
possible.  I  want  legisbtion  on  the  subject.  I  hope  w«  can  siippMt 
the  bill  which  the  cconmittee  will  report — those  of  us  who  feel  ts 
I  do — ^and  I  hoi)e  that  it  will  be  so  drastic  that  these  defects,  inequidi- 
ties,  and  iniquities  of  the  exchanges  will  be  cured,  but  if  it  is  not,  Am 
we  can  not  support  the  committee^  bill.  And  I  thought  the  committee 
would  not  object  if  I  should  appear  here  and  present  the  matter 
so  that  you,  at  least,  would  consider  it,  and  so  that  when  it  came 
up  on  the  floor  of  the  House  it  could  not  be  ^id  that  your  committee 
did  not  even  consider  the  abolishing  of  the  exchanges  of  the  country. 

The  Chairman.  In  that  connection,  I  think  it  is  fair  to  say  that 
the  Candler  bill,  introduced  by  your  colleague,  which  is  the  old  Soott 
bill,  which  was  later  known  as  the  Bell  bill,  is,  in  the  judgment  of 
most  of  those  who  helped  to  frame  it,  a  destructive  propositicm ;  and 
to  say  that  the  committee  did  consider  that  proposition.  Hie  i^air* 
man  sent  that  bill  to  the  Department  of  Agriculture,  and  has  had  a 
full  report  made  upon  it,  which  will  appear  in  the  puUic  hearinga 
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I  should  like  to  ask  Mr.  Harrison  just  one  question,  if  the  committee 
will  indulge  me. 

If  this  committee  is  to  regulate,  rather  than  report  legislation 
which  is  destructive,  as  a  matt^  of  judgment,  would  you  thiim  it  wise 
to  rely  upon  a  power  of  the  Constitution  that  there  can  be  any^  doubt 
whatever  about  wh^i  we  have  another  power  of  the  Constitution 
upon  which  there  can  be  no  doubt  t 

Mr.  Habrison.  Well,  I  think  this:  I  think  you  have  the  right, 
either  by  the  imposition  of  this  excise  tax  or  under  the  interstate- 
commerce  clause  of  the  Constitution,  to  get  at  it.  I  do  doubt  whether 
the  Senate  bill  is  constitutional. 

The  Chaibman.  That  is  just  the  point. 

Mr.  Habbison.  I  admit  ttiat  I  doubt  that;  and  as  far  as  the  two 
bills  are  concerned,  the  Lever  bUl  and  the  Senate  bill,  I  think  your 
bill  is  better,  because  I  do  not  think  there  is  any  meat  at  all  in  the 
Senate  bill. 

The  Chaibman.  Of  course,  we  know  how  long  this  question  has 
been  before  the  committee;  we  have  been  considering  it  for  many, 
many  years,  as  Mr.  Haugen  and  the  older  members  of  the  committee 
will  remember. 

Mr.  Haugen.  Yes. 

The  Chaibman.  My  idea  is  that  the  time  has  come  when  we  ought 
to  legislate  and  when  we  can  legislate,  within  the  bounds  of  reason. 
And  that  being  true,  it  seems  to  me  tnat  all  men  who  are  earnestly 
in  favor  of  doing  something  to  bring  about  these  reforms  ought  to 
make  up  their  mmds  that  the  legislation  should  be  based  upon  a  weU- 
establisned  principle  of  constitutional  power,  and  for  that  reason  I 
introduced  a  taxing  bill,  because  I  haa  m^  own  serious  doubts  (al- 
thoufili  I  am  not  a  lawyer)  as  to  the  conrtitutionality  of  the  Senate 
biU,  ' 

But  I  think  it  can -be  said  for  this  committee  that  every  member 
of  the  committee  is  as  sincereljr  anxious  as  anybodv  could  be  to  bring 
about  proper  regulation,  and  if  that  can  not  be  had,  then  I  do  not 
hesitate  to  say  the  destruction  of  the  exchanges  outright,  and  take  our 
chances  on  it. 

Mr.  Harbison.  Well,  I  doubt  the  regulation.  I  hope  if  you  do  pass 
a  bill,  however,  that  they  will  abide  by  the  regulation,  and  that  it 
will  meet  this  sentiment  that  is  constantly  growing  all  over  the 
country  against  it. 

The  Chaibman.  We  are  very  much  obliged  to  you. 

(Thereupon,  at  5.80  o'clock  p.  m.,  the  committee  adjourned.) 
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Committee  ok  Agbicui/ture, 

House  of  Bepbesentatxyes, 

Friday^  May  16^  19U. 

The  committee  this  day  met,  Hon.  Asbury  F.  Lever  (chairman) 
presiding. 

The  (^ULiRMAN.  The  committee  will  come  to  order.  Gentlemen, 
Bepresentative  Broussard  has  asked  to  be  heard  on  House  bill  13039, 
a  bill  to  am^id  the  acft  of  August  30, 1890.  We  are  very  glad  to  have 
Mr.  Broussard  with  us  this  morning. 

8TATEMEST  <KF  HOH.  ROBERT  F.  BB0TJ8SABD,  A  BEFBBSEirrA- 

nvz  nr  cohobess  sbom  ths  state  op  iottisiaha. 

Mr.  Bboussabd.  Mr.  Chainaan  and  gcotlemen  of  the  commitlee: 
This  is  praoticidlv  the  third  draft  since  1908  that  I  have  made  of 
the  praposition  which  this  bill  incUides.  In  1908  the  Hooidttraii  oqq- 
8q1  it  New  Orleans  took  up  with  the  Department  of  Agricidtiire  the 
^ueeticNQ  ol  oiMAiiiig  die  ports  of  Mobile  and  New  Orleans  to  tbe  im- 
portatioB  ol  ofittle  Uem  QefiUi^  Ajneriqim  countries. 

Mr.  HoQUvnM.  I  did  Bot  uaderstan^  ti^  country  that  you  re- 
farredto. 

Mr.  £^i»aA#K>.  Well,  the  ootmi  te^  tt  up  ioir  Honduras,  bot  in 
nali^  the  pcopgsijtiiW  iqclud^d  Me^co,  <Siuatonala,  Costa  Bica,  Sal- 
vador, aiid  {Mwibly  OBl<Mirii>ia  and  Yeneawla.  At  that  tune  Dr.  Mri- 
vin  wxQte  to  tlie  oeois^l,  und  I  haiPie  here  a  oofj  of  the  letter.  Tbe 
people  in  the  city  of  New  Orieais^  the  comjnerdal  bodjies,  requested 
Judge  Davey,  then  a  Member  of  Congress  from  the  ck^  of  New  Or- 
leans, and  myself  to  interest  ourselves  in  this  matter,  because  of  the 
trade  that  would  develop  between  those  countries  aad  southern  ports 
should  these  ports  be  opened  to  the  knportation  of  cattle  from  those 
eountnes.  lu>u  wiH  sea  by  tiiabs  letter  that  while  the  Chief  of  the 
Bureau  of  Animal  Industry  declined  to  permit  the  importati<m  of 
these  cattle,  he  did  so  ojx  the  ground  that  the  law  did  not  permit  the 
bureau  to  allow  cattle  coming  from  tick-infested  sections  to  be  im- 

Krted  into  the  United  States.    I  would  like  to  file  all  of  the  letters  I 
ve  OB  this  subjectj>ecause  I  want  to  preserve  them. 
The  Chairman.  Without  objection,  that  may  be  done. 
(The  letter  from  Dr.  Melvin,  just  referred  to,  follows :) 

UNmo)  States  Depabtmewt  of  AGSicuLTuaas, 

BuREAtT  OF  Animal  Iin>T78TBT, 
Waahinfftan,  D.  C,  September  28,  IMS. 
Mr.  J.  B.  Altabado, 

Consul  General  of  Honduras ,  New  (h'leans,  La, 

Sib  :  Your  letter  of  the  4th  Instant,  addressed  to  the  Secretary  of  Agriculture, 
has  been  referred  to  this  bureau  for  attention. 

I  am  likewise  In  receipt  of  a  communication  from  Hon.  R.  C.  Davey,  New 
Orleons,  I^.,  Inclosing  a  letter  from  Mr.  Philip  Werlein,  president  of  the  New 
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Orleans  Progressiye  Union,  in  the  same  connection,  and  beg  to  state  tbat  the 
department  is  not  permitting  the  importation  of  live  stock  from  either  Oentral 
or  South  America  on  account  of  tick  infestation  being  more  or  leas  general 
down  to  a  line  including  the  northern  portion  of  Argentina. 

This  department  is  engaged  at  the  present  time  in  the  eradication  of  the 
southern  cattle  tick  in  several  of  the  States  below  the  quarantine  line.  Please 
find  inclosed  Bureau  Circular  110,  entitled  "Methods  of  Ekadicatlng  Ctettle 
Ticks."  Hence  it  could  not  favorably  consider  the  admission  of  animals  from  a 
foreign  country  which  are  very  liable  to  be  infested  with  these  ticks. 

It  would  seem  from  recent  reports  from  South  America  that  foot-and-mouth 
disease  has  become  established  in  Argentina,  and  from  ttiat  country  has  been 
communicated  to  other  South  American  Republics,  and  we  have  no  means  of 
definite  information  as  to  whether  or  not  foot-and-mouth  disease  or  other  faifec- 
tious  disease  of  live  stock  exists  in  Honduraa 
Verv  respectfully, 

A.  D.  Melvin,  Chief  of  BwretML 

Mr.  Broussard.  I  did  not  agree  with  Dr.  Melvin  that  the  depart- 
ment was  without  discretion  m  permitting  or  withholding  i>ermis- 
sion  for  cattle  to  be  imported  into  the  United  States,  provided  it 
was  done  south  of  the  quarantine  line.  However,  his  judgment  neces- 
sarily prevailed.  Subsequently  this  same  consul  took  up  the  matter 
in  Honduras,  which  country  he  represented  at  the  port  of  New  Or- 
leans, and  secured  from  the  American  consul,  as  well  as  from  the 
governor  of  Tegucigalpa ;  of  the  Province  of  La  Paz ;  of  the  Province 
of  Yoro;  of  the  Province  of  Comayagua;  of  the  Province  of  Oco- 
tepegue;  of  the  Province  of  Gracias;  of  the  Province  of  CJholuteca; 
ox  the  Province  of  Nacaoma;  and  from  the  President  of  the  Republic 
at  the  time,  statements  as  to  the  condition  of  the  herds  in  those  I*rov- 
inces.  These  Provinces  included  large  pastures.  I  might  say  that 
Honduras  is,  perhaps,  the  least  thickly  settled  country  in  the  world, 
great  areas  of  land  being  devoted  to  cattle  raising,  but  because  of  the 
closing  of  the  market  to  them  in  Cuba,  on  account  of  the  production 
of  cattle  in  Cuba  since  1898,  they  have  no  permanent  market  for 
their  cattle.  There  are  ^at  ranges  there,  but  no  place  to  dispose 
of  the  cattle.  I  would  like  to  insert  in  the  record  the  letters  from 
the  consul  and  mvemors  of  these  Provinces. 

( Said  letters  follow : ) 

H.  D.  Melviw, 

Chief  of  Burea/u  of  Animal  Industry, 

Department  of  Agrioultnre^  'Washington^  D,  C. 

Sib:  Your  favor  bearing  date  of  September  28  (file  U>-4)  was  received  by  me 
some  days  ago,  and  would  have  been  acknowledged  earlier  except  for  the  tact 
that,  owing  to  the  Importance  of  the  question  at  issue,  I  deferred  replying  until 
I  could  secure  the  necessary  data  to  make  our  i)06ltlon  clear. 

I  take  the  liberty  of  attaching  a  petition  signed  by  many  of  the  leading  mer- 
chants, bankers,  and  exporters  of  the  port  of  New  Orleans,  and  I  desire  to  make 
this  comment  upon  the  saitiment  in  this  city  that  in  presenting  this  petition  for 
signature  we  have  met  with  unqualified  fmpport  and  approval.  The  unanimity 
of  opinion  is  best  stated  when  I  say  that  not  a  single  gentleman  approached  oo 
the  subject  has  failed  to  indorse  our  plan  by  refusing  to  sign  the  petition. 

I  especially  invite  your  attention  to  the  documents  emanating  from  the  con- 
stituted authorities  of  Honduras,  as  well  as  the  declaration  of  Mr.  William  E. 
Aiger,  consul  of  the  United  States  at  Tegucigalpa.  These  documents,  I  be- 
lieve, Justify  me  in  stating  that  the  diseases  of  cattle  which  form  your  chief 
objection  to  the  importation  of  stock  from  Honduras  do  not  exist  in  that  coun- 
try. I  beg  further  to  direct  your  attention  to  the  fact  that  the  request  apiilies 
only  to  cattle  imported  from  Honduras  to  the  United  States  to  the  port  ct 
New  Orleans  for  immediate  slaughter.  Having,  I  believe,  satisfied  you  that  the 
reason  for  your  formal  refusal  to  grant  this  request  does  not  exist,  I  respect- 
fully  ask  you  to  reconsider  the  matter  and  upon  the  proof  now  furnished  to 


IMPOBTATIOK  OF  CATTLE.  1273 

place  the  cattle  imported  from  Hondnras  on  a  parity  with  that  imported  firom 
Mexico,  Tiz,  subject  to  inspection  only,  leaving  the  regulation  of  inspection  to 
your  department 

Very  respectfully, 

J.  E.  Alvabado, 
Consul  General  of  Honduras. 

CoMATGTJKLA'CHoiTDUBAS),  Ootoher  22,  1908. 
Sr.  J.  E.  Ajlvabado, 

Consul  General  of  Honduras,  New  Orleans  : 

Received  your  telegram  asking  my  opinion  respecting  the  Honduran  cattle — 
that  is  to  say,  their  fitness  to  fatten,  their  size,  and  health  conditions.  My 
opinion  has  been  formed  during  my  25  years'  residence  in  this  country,  and 
I  have  never  seen  nor  heard  of  an  epidemic  of  cattle  in  Honduras  nor  have  I 
known  of  a  single  case  of  tuberculosis  or  any  contagious  disease.  Some  5-year- 
old  steers  are  small,  averaging  from  700  to  800  pounds;  this  is  explained  by 
tiie  lack  of  introduction  of  new  blood  into  the  country,  but  can  be  remedied  by 
crossing  old  steers  weighing  1,000  pounds.  In  Truxillo  and  near  Puerto  Ck)rte8 
there  are  large  grass  fields  and  every  facility  for  immediate  shipping.  During 
the  last  50  years  Honduras  has  furnished  cattle  to  Cuba,  Guatemala*  and 
British  Honduras,  without  a  single  instance  of  complaint  in  regard  to  health 
conditlona  I  am  at  your  disposal  to  give  further  and  all  information  in  r^ard 
to  this  matter. 

W.  E.  Algeb,  American  Consul. 


Tegtjcigalpa,  November  24,  1908. 
Coirsui.  OF  HoivDUBAS,  New  Orleans: 

With  positive  knowledge  I  inform  you  that  the  cattle  of  this  country  is  free 
from  an  contagious  diseases,  such  as  tuberculosis,  ticks,  or  foot-and-mouth 
diseases. 

My  opinion  is  that  the  cattle  of  this  country  is  fit  for  exportation  into  that 
country,  as  it  has  been  exported  to  different  countries  and  climates  and  no  com- 
plaints have  ever  been  received.    The  cattle  is  very  gentle  for  handling. 

M.  Castas  A. 
Governor  of  Tegucigalpa. 

La  Paz,  November  24, 1908. 
CoNstJi.  OF  Honduras,  New  Orleans: 

The  cattle  of  this  Department  is  free  from  all  diseases,  is  gentle,  and  easily 
fattened  and  good  for  exportation. 

Fbaitcisco  Cardona, 
Governor  of  La  Paz. 

YoBO,  November  24f  1908. 
CoNsm.  OF  Honduras,  New  Orleans,  La.: 

In  answer  of  your  message  of  the  12th  instant  I  beg  to  inform  you  that  the 
cattle  of  this  Department  is  in  good  condition  for  exportation  and  in  sanitai-y 
condition.  Its  excellent  qualities  afford  unsurpassed  advantages  for  exportation 
on  account  of  the  proximity  to  the  Atlantic  seaports. 

It  Is  notorious  that  Olancho  and  Yoro  have  kept  up  the  cattle  business  with 
CatNi  with  very  good  results.  I  believe,  as  you  do,  that  the  business  with  the 
United  States  will  save  the  country. 

D.  Romero, 
Governor  of  Yoro. 

CoMAYAGUA,  September  24f  1908. 
Consul  of  Honduras,  New  Orleans,  La.: 

In  answer  to  your  telegram  of  the  12th  instant,  I  have  the  honor  to  give  you 
the  following  data : 

First  The  cattle  of  Honduras  is  free  from  all  diseases,  suffers  from  no  con- 
tagious diseases,  such  as  tuberculosis,  ticks,  foot-and-mouth  trouble. 
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Second.  This  cattle  is  fit  for  fatting  purposes  and  gentle  for  drlTlng  and 
exportation,  as  is  proven  by  the  quantities  that  have  been  shipped  to  Cuba, 
Belize,  Guatamala,  Costa  Rica,  Salvador,  and  Mexico. 

It  Is  to  be  hoped  that  the  cattle  enterprise  will  be  successdhil  In  opening  this 
marlcet  for  our  cattle,  which  will  result  in  great  opportunities  for  the  country 
at  large,  as  well  as  for  those  interested  in  the  business. 

Jose  M.  Ochoa, 
Ctovemor  of  Camayagua, 

OooTEPBGiTE,  NovembCT  24, 1908. 
Consul  of  Honduras,  New  Orleans,  La,: 

Regarding  the  Information  that  you  ask  me,  I  beg  to  say  to  you : 

First.  That  the  cattle  of  this  Department  has  no  contagious  diseases,  and. 

without  exaggeration,  the  lands  and  pastures,  coupled  with  the  climate,  make 

it  impossible  for  any  infectious  diseases. 
Second.  They  have  the  qualifications  for  fattening ;  and  I  firmly  believe  that 

in  that  market  they  will  bring  a  good  price^  besides  giving  entire  satisftictioD 

to  the  consumer& 

J.  DE  LA.  P.  PaLMA, 

Qovemor  of  Ocotepeffue. 


Gracias,  November  24, 1908. 
Ck>NsuL  OF  Honduras,  New  Orleans: 

Answering  your  circular  of  the  12th  instant,  I  beg  to  say  that  the  cattle  of 
this  Department  is  of  excellent  quality,  sound,  and  can  be  transported  to  any 
part  of  Central  America  without  difficulty. 

Being  raised  on  the  defiles  of  the  tropical  mountains,  they  have  a  hard  hoot 
are  very  tame,  and  has  magnificent  quallflcatlonB  for  fattening  when  in  pasture^ 
being  very  gentle  when  driven — the  last  been  proved  by  the  experience  in  mov- 
ing the  cattle  from  the  interior  of  the  Republic  to  the  north  coast  After  10 
months  the  cattle  can  not  be  recognized,  on  account  of  its  size  and  fatnesa 

Franco  A.  Lopez, 

Governor  of  Gracias. 

Choluteca,  November  24,  1908. 
Consul  of  Honduras,  New  Orleans,  La.: 

I  have  the  honor  to  inform  you  that  the  cattle  of  thi^  Department  is  free 
from  contagious  diseases  such  as  the  mouth-and-foot  trouble;  it  is  easily  fat- 
tened, and  in  a  short  time,  because  of  its  healthy  condition. 

It  Is  gentle  and  can  be  transported  without  any  trouble,  also  being  of  good 
size;  the  meat  is  very  tender  and  agreeable  to  the  palate.  If  you  wish  any 
more  information,  I  will  be  very  glad  to  furnish  you  with  same. 

M.  Valasque, 
Governor  of  Choluteca. 

Nacaome,  November  2i,  1908. 
Consul  of  Honduras,  New  Orleans: 

I  give  you  with  pleasure  the  data  you  ask  me  in  your  telegram  of  the  12th 
instant : 

First.  The  cattle  of  this  section  does  not  suffer  from  any  contagious  diseases 
such  as  tuberculosis,  ticks,  and  foot-and-mouth  disease. 

Second.  They  have  all  the  qualifications  for  fattening  in  pasture,  are  gentle 
and  hardy,  being  capable  of  enduring  the  long  distant  Joum^  to  Puerto  Cortei 
or  Guatemala. 

The  cattle  of  the  southern  zone  of  our  Department  has  the  same  qualiflcationa 

Antonio  Lara, 
Governor  of  Nacaome. 

Palace,  Tbquoigalpa,  November  11,  1998. 
Consul  of  Honduras,  New  Orleans,  La.: 

I  received  your  telegram  of  the  6th,  as  also  your  last  letter.  I  think  as  yoa 
do,  and  the  Government  will  lend  its  assistance  to  the  cattle  business  by  giving 
all  facilities  as  may  be  conducive  to  its  success.    In  case  it  becomes  necessary. 
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I  hereby  authorise  you  to  come  together  with  the  persons  who  are  interesting 
themselTes  In  same  bnsinesa  I  recommend  that  yon  continue  to  interest  yonr- 
self  in  this  business  and  to  communicate  to  me  without  delay  all  that  concerns 
whatever  relates  to  it 

MiouEi.  R.  Dayila. 


The  Progressive  Union  of  New  Orleans,  the  cotton  exchan^,  the 
Wholesale  Grocers'  Association,  the  New  Orleans  Board  of  Trade, 
and  various  other  business  organizations,  as  appears  from  th^se  reso- 
lutions, took  up  the  matter  and,  in  view  of  the  department's  atti- 
tude, requested  such  change  in  the  law  as  would  permit  this  business 
to  be  done  bv  the  opening  of  these  ports. 

(The  resolutions  referred  to  follow :) 

RESOLUTION   OF   THE   NEW    ORLEANS   PROGRESSIVE   UNION. 

Sir  :  The  New  Orleans  Progresslye  Union  has  endeavored,  without  result  here- 
tofore, to  secure  a  ruling  from  your  department  permitting  the  importation  of 
cattle  from  Central  American  countries  to  the  United  States  via  the  port  of 
New  Orleans.  As  the  matter  now  stands,  such  importations  can  not  he  had 
through  any  city  of  the  United  States  south  of  Baltimore,  and  we  feel  we  are 
justified  in  our  claim  that  it  is  a  grave  injustice  not  only  to  this  port  but  to  the 
Mississli^i  Valley  and  Central  States^  particularly  the  packing  districts  of 
Central  West. 

For  the  purpose  of  placing  this  matter  before  you  formally,  a  special  meeting 
of  the  board  of  directors  of  the  Progressive  Union  was  held  on  November.  20  and 
the  following  was  unanimously  adopted : 

"  Resolved,  New  Orleans  Progressive  Union,  acting  through  its  board  of  direc- 
tors, is  in  favor  of  the  Department  of  Agriculture  giving  permission  for  the 
importation  of  cattle  from  Central  American  countries,  provided  after  investi- 
gation it  is  found  these  cattle  are  free  from  infectious  diseasea 

*' Further  resolved,  That  as  there  is  no  port  for  the  importation  of  cattle  on 
the  Mexican  Gulf  at  the  present  time  that  this  Progressive  Union  shall  petition 
the  Department  of  Agriculture  to  establish  the  necessary  facilities  at  this  port 
for  the  Importation  of  cattle  as  sfpeedlly  as  poMble,  and  immediately  thereafter 
declare  this  port  to  be  a  regular  cattle  port" 

We  trust  to  hear  ftom  you  and  eventually  to  secure  the  relief  which  we  so 
earnestly  desire. 

Tours,  respectfully. 

New  Orleans  Prooressivb  Union, 
By  Philip  Weblein,  President, 

Hon.  jAiiES  Wilson, 
'    Secretary  Department  of  Agriculture,  Washington,  D,  0, 


DBCEinns  3,  1908. 
Hon.  James  Wil80N> 

Secretary  Department  of  Agriculture,  Washington,  D,  C. 

Dear  Sir  :  I  take  pleasure  in  inviting  your  attention  to  the  inclosed  resolution 
of  the  executive  committee  of  Wholesale  Grocers*  Association  of  New  Orleans. 

The  Importation  of  cattle  from  Central  American  countries,  under  proper  re- 
strictions of  your  department,  is  of  much  importance  to  the  city  of  New  Orleans, 
and  I  would  therefore  thank  you  to  give  this  resolution  your  usual  careful 
attention. 

Yours,  very  truly, 

Qeobge  B.  Thompson,  President 


Wholesale  Grocers*  Association  of  New  Orleans, 

Kew  Orleans,  December  9, 190S. 

RemOvedt  The  Wholesale  Grovers'  Association  of  New  Orleans,  through  its 
executive  conunltte^  urges  upon  the  Department  of  Agriculture  the  necessity 
of  permitting  the  importation  of  cattle  from  Central  American  countries  when, 
after  Investigation,  it  is  found  that  no  cattle  diseases  exist 
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Further  resolved,  That  the  Wholesale  Qrocera'  Assoclatioii  of  New  Orleana 
being  Interested  in  fostering  trade  relations  with  Central  American  ooontrieB, 
and  in  ameliorating  the  present  unsatisfactory  basis  upon  which  boslnesB  is 
conducted,  through  lack  of  facilities,  strongly  recommend  to  the  Department 
of  Agriculture  the  importance  of  a  favorable  ruling  which  will  permit  the 
opening  of  another  avenue  of  trade  tending  to  improve  the  conditions  com- 
plained of  in  the  foregoing. 

Further  resolved.  That  New  Orleans,  due  to  its  recognised  position  and  im- 
portance, should  be  made  a  port  of  entry  for  the  importation  of  cattle. 

Wherefore,  it  is  the  sense  of  the  Wholesale  Grooen^  Associatioin  of  New 
Orleans  to  petition  the  Departdient  of  Agriculture  to  declare  this  port  such, 
and  to  establish  such  facilities  as  may  be  necessary  for  the  proper  conduct 
of  this  important  branch  of  trade. 

Geo.  O.  Thompson,  President, 

S.  H.  Hebbing,  Secretary. 

0.  W.  Mackbe,  Chairman  Bmecutive  Committee. 


New  Orleans  Boabd  of  Trade  (Ltd.)> 

New  Orleans,  December  7,  1908. 
Hon.  Jambs  Wilson, 

Secretary  Department  of  Agriculture,  Washington,  D.  C, 

Dear  Sir:  The  New  Orleans  Board  of  Trade,  being  interested  In  fostering 
trade  relations  with  countries  south  of  us,  permits  itself  to  urge  on  the  Depart' 
ment  of  Agriculture  the  necessity  of  permitting  the  importation  of  cattle  from 
Central  American  countries,  for  immediate  slaughter,  under  proper  restrictions, 
and  when  no  cattle  diseases  exist  in  said  countries. 

For  the  past  20  years  a  large  number  of  meat  syndicates  have  sprung  up  in 
this  country,  with  trade  ramifications  reaching  out  to  all  parts  of  the  Union. 
The  prime  cattle  raised  in  the  Western  States  are  tak«i  up  by  these  ssmdi- 
cates  to  supply  the  growing  wants  of  our  people  for  meat  The  vast  ranches  of 
the  Lone  Star  State  are  being  taxed  to  the  utmost  to  meet  the  constantly  grow- 
ing demand. 

That  the  cattle  supply  is  getting  short,  can  hardly  be  gainsaid.  Thousands 
of  acres  of  grazing  land  are  annually  being  converted  into  agricultural  uses 
in  Texas  and  other  large  cattle-raising  States.  Lands  which  heretofbre  for- 
nished  wonderful  facilities  for  the  economic  raising  of  fine  cattle  are  now 
being  diverted  to  other  agricultural  and  commercial  purposes. 

We  therefore  feel  that  if  the  necessary  ruling  can  be  obtained  from  your  de- 
partment, there  is  no  doubt  but  that  the  immediate  effect  would  be  the  forma- 
tion of  companies  for  the  handling  and  transporting  of  these  cattle  to  the 
American  markets,  and  thus  would  a  new  and  vast  field  be  opened  to  our  people 
without  interfering,  to  any  extent,  with  the  profitable  raising  of  cattle  in  any 
section  of  Vie  Union. 

We  feel  that  a  favorable  ruling  from  your  department,  and  that  opening 
of  the  port  of  New  Orleans  to  the  importation  of  cattle,  will  be  fraught  with 
incalculable  trade  benefits  for  New  Orleans  and  the  South. 

We  therefore  respectfully  beg  that  you  give  this  matter  your  usual  carefol 
consideration. 

Yours,  very  truly, 

Henrt  B.   Sghbeibeb,  President, 
H.  S.  Hkrbing,  Secretary. 


H.  D.  Melvin,  Esq., 

Chief  of  Bureau  of  Animal  Industry,  Washington,  D.  C. 

Sib:  The  undersigned,  appreciating  the  importance  of  a  favorible  ruling  on 
the  part  of  your  department  upon  the  question  of  importing  cattle  from  Hon- 
duras throng  the  port  of  New  Orleans,  respectfully  present  this  their  petition. 
In  80  doing  your  petitioners  base  their  request  upon  the  following  grounds: 

First  The  increase  in  customs  receipts  which  would  accompany  the  importa- 
tion of  the  cattle. 

Second.  The  benefits  which  would  directly  result  from  the  creation  of  a 
trade  balance  in  favor  of  Honduras,  which  would  result  in  the  exporting  from 
the  United  States  to  Honduras  of  the  natural  and  manufactured  products  ot 
this  country. 
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Third.  The  encouragement  of  reciprocal  trading  which  would  naturally  fol- 
low tbe  recognition  of  Honduran  interests  on  the  part  of  our  Government 

Fourth.  New  Orleans  being  the  natural  entry  port  for  goods  imported  from 
Handuras,  due  to  its  close  proximity,  position,  and  great  advantages,  our  efforts 
are  bent  toward  cultivating  the  friendship  of  Honduran  business  interests,  and 
we  accordingly  feel  that  the  interests  of  this  port  are  Involved  in  this  issue. 

Wherefore  we  respectfully  ask  that  you  give  this  petition  and  accompanying 
documents  the  consideration  which  we  feel  the  great  importance  of  the  ques- 
tion and  the  satisfactory  proof  of  the  practicability  of  its  accomplishment  merit, 
and  having  done  so,  that  you  will  rule  favorably  thereon. 


UNma)  States  Post  Ovfioe, 
Office  of  Postmaster^  December  7,  1908, 
Hon.  H.  D.  Melvin, 

Chief  Bureau  of  Animal  Industry,  Washington^  D,  O. 

Deab  Sib:  I  would  respectfully  state  that  there  is  a  movement  on  foot  to 
establish  at  this  port  a  depot  for  the  importing,  under  the  law,  cattle  from  Cen- 
tral American  ports. 

I  profess  that  I  am  not  familiar  with  the  law  governing  such  matters,  but 
whatever  may  add  to  the  growing  commerce  and  Industry  of  the  port  I,  with 
others  interested,  am  in  full  accord  with  the  movement 
Very  respectfully,  yours, 

Thos.  J.  WooDWABO,  Postmaster. 

ITien  petitions  were  circulated,  numerously  signed  by  commercial 
bodice  in  New  Orleans,  including  all  of  the  large  business  houses, 
banking  concerns,  and  so  on,  requesting  that  there  be  a  change  in  the 
law,  and  insisting  that  restrictions  be  placed  for  the  protection  of 
domestic  cattle  when  permission  was  granted  to  permit  these  cattle 
to  come  into  our  country. 

(Said  petitions  follow:) 

H.  D.  Melyiit,  Esq., 

Chief  of  Bureau  of  Animal  Industry,  Washington,  D.  C. 

Sib:  The  undersigned,  appreciating  the  importance  of  a  favorable  ruling  on 
the  part  of  your  department  upon  the  question  of  importing  cattle  from  Hon- 
duras through  -the  port  of  New  Orleans,  respectfully  present  this  petition.  In 
80  doing,  your  i)etitioners  base  their  request  upon  the  following  grounds : 

First  The  increase  in  custom  receipts  which  would  accompany  the  importa- 
tion of  the  cattle. 

Second.  The  benefits  which  would  directly  result  from  the  creation  of  a 
trade  balance  in  favor  of  Honduras,  which  would  result  in  the  exporting  from 
the  United  States  to  Honduras  of  the  natural  and  manufactured  products  of 
this  country. 

Third.  The  encouragement  of  reciprocal  trading  which  would  naturally  fol- 
low the  recognition  of  Honduran  interests  on  the  part  of  our  Government. 

Fourth.  New  Orleans  being  the  natural  entrep6t  for  goods  imported  from 
Honduras,  due  to  its  close  proximity,  position,  and  great  advantages,  our  efforts 
are  bent  toward  cultivating  the  friendship  of  Honduran  business  interests,  and 
we  accordingly  feel  that  the  interests  of  this  port  are  involved  in  this  issue. 

Wherefore  we  respectfully  ask  that  you  give  this  petition  and  the  accom- 
panying documents  the  consideration  which  we  feel  the  great  importance  of  the 
question  and  the  satisfactory  proof  of  the  practicability  of  its  accomplishment 
merit,  and,  having  so  done,  that  you  will  rule  favorably  thereon. 

J.  Wers  k  Son,  bankers;  J.  Wers  &  Ck>.,  cotton  factors;  Castell  & 
Trefay,  dealers  in  bonds  and  stocks;  People's  National  Bank, 
Joseph  Collins,  president;  People's  Savings,  Trust  &  Banking 
C5o.,  Joseph  Collins,  president;  The  New  Orleans  Live  Stock 
Exchange,  T.  J.  Perrin,  secretary ;  The  Crescent  City  Stock  Yard 
&  Slaughter  House  Co.  (Ltd.),  by  S.  A.  Trupans,  vice  president, 
acting  president;  I.  L.  Lyons  &  Co.  (Ltd.);  Jno.  W.  PhiUips; 
United  States  Safe  Deposit  &  Savings  Bank,  Geo.  P.  Agar,  vice 
president ;  Interstate  Trust  k  Banking  Co.,  by  Henry  M.  Young, 
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trust  officer ;  Vaccara  Broa  &  Go. ;  Teutonia  Bank  &  Trust  Go., 
E.  T.  Buhler,  president;  Jo&  A.  Uttlefleld,  stocks  and  bonds; 
Metropolitan  Bank,  A.  6.  Ricks,  president ;  New  Orleans  National 
Bank,  by  A.  Baldwin,  jr.,  Tlce  president;  Canal-Loulslana  Bank 
&  Trust  Co.,  by  Charles  Janvier,  vice  president ;  Commercial  Na- 
tional Bank,  by  J.  H.  Fulton,  vice  president  and  manager;  Bank 
of  Orleans,  by  Edgar  H.  Roberts,  president;  The  Commercial- 
Germania  Trust  &  Savings  Bank,  by  G.  Ad  Blaffer,  vice  presi- 
dent; German-American  National  Bank,  by  W.  R.  Irby,  prert- 
dent;  Morgan  State  Bank,  A.  A.  Gray  assistant  caetiier;  Oty 
Bank  &  Trust  Co.,  M.  J.  Sanders,  president;  Fredk.  Leyland  & 
Co.  (Ltd.),  M.  J.  Sanders,  manager;  Alfred  Lesslnne,  agent 
Harrison  Line  steamers;  A.  R.  Blakely  &  Co.  (Ltd.),  J.  B. 
Blakely,  president ;  Joseph  Vregth,  Cosmopolitan  Hotel ;  Mexican- 
American  Steamship  Co.,  J.  H.  McFarlane,  manager;  The  Leon 
Godchaux  Ck).  (Ltd.),  Charles  Godchaux,  president;  S.  Oteri  & 
Co.;  Oterl  Steamship  Line,  J.  D.  Kenney,  manager,  Commerdal 
Hotel;  Anthony  Frabacher,  137  Royal  Street  (Frabacher  Bea- 
taurateur) ;  La  Glass  Mirror  Works  (Ltd.),  J.  W.  Weckerling 
president;  New  Hotel  Denechaud  Ck>.,  Justin  F.  Denechand, 
president;  New  Orleans  Railway  &  Light  O.,  by  H.  A.  Per- 
randan,  treasurer;  The  Hotel  Gruuewald  Ck>.  (Ltd.),  Theo. 
Grunewald;  Citizens'  Bank  of  Louisiana,  Geo.  Nott,  presidoit; 
Chas.  de  B.  Claiborne,  Cosmopolitan  Bank  &  Trust  Co. ;  Hibernia 
Bank  &  Trust  Ck>.,  L.  M.  Pool,  vice  president;  Oliver  H.  Van 
Horn,  dealer  in  machinery  and  supplies;  New  Orleans  Butchers* 
Cooperative  Abattoir  Co.,  John  B.  Louis,  president;  United 
EYult  Co.,  C.  H.  ElUs,  manager;  Central  American  Steamship 
Ck>.,  Jno.  B.  Cefaltt,  president. 


A.  D.  Melvin,  Esq., 

Chief  of  Bureau  of  Animal  Industry,  Washington,  D.  C, 

Sib:  The  undersigned,  appreclntlng  the  importance  of  a  favorable  ruling  on 
the  part  of  your  department  upon  the  question  of  imi^orting  cattle  from  Hon- 
duras through  the  port  of  New  Orleans,  respectfully  present  this  their  petitloD. 
In  so  doing,  your  petitioners  base  their  request  upon  the  following  grounds: 

First.  The  increase  in  customs  receipts  which  would  accompany  the  importa- 
tion of  the  cattle. 

Second.  The  benefits  which  would  directly  result  from  the  creation  of  a  trade 
balance  in  favor  of  Honduras,  which  would  result  in  the  exporting  from  the 
United  States  to  Honduras  of  the  natural  and  manufactured  products  of  this 
country. 

Third.  The  encouragement  of  reciprocal  trading  which  would  naturally  follow 
the  recognition  of  Honduran  Interests  on  the  part  of  our  Government 

Fourth.  New  Orleans  being  the  natural  entrepot  for  goods  Imported  from 
Honduras,  due  to  its  close  proximity,  position,  and  great  advantages,  our  efforts 
are  bent  toward  cultivating  the  friendship  of  Honduran  business  interests,  and 
we  accordingly  feel  that  the  interests  of  this  port  are  involved  in  this  issue. 

Wherefore  we  respectfully  ask  that  you  give  this  petition  and  the  accom- 
panying documents  the  consideration  which  we  feel  the  great  importance  of 
the  question  and  the  satisfactory  proof  of  the  practicability  of  its  accomplish- 
ment merit,  and  having  so  done  that  you  will  rule  favorably  thereon. 

H.  T.  Cottam  &  Co.  (Ltd.),  F.  Thom.  Ck)ttam;  J.  B.  Camarade; 
J.  &  M.  Schwabacher  (Ltd.),  per  H.  H.  Schwabacher;  Dwyer 
Bros.  Co.  (Ltd.),  George  Bagnetto,  vice  president,  per  P.  H. 
Flynn;  Josten  &  Bros.  Co.;  ITInlay,  Dicks  &  Co.  (Ltd.),  F.  A 
Dicks,  president ;  B.  Rosenberg  &  Sons :  Lenn  Plnver ;  liehmann 
Dry  Goods  Co.,  G.  Lehmann,  secretary;  C.  Shauffer,  E.  Shuman& 
Co.  (Ltd.),  Al.  Terret,  secretary  and  treasurer;  Kohenchild  Oo. 
(Inc.),  per  Herman  Well,  first  vice  president;  W.  J,  Martinet  ft 
Bros.;  Mieg.  Brady  &  Lincoln  Co.  (Ltd.),  C.  K.  Lincoln,  secre- 
tary and  treasurer;  The  Burkenroad-Goldsmlth  Co.  (Ltd.),  N. 
Pflefe,  secretary  and  treasurer;  Wash  Davie  &  Oo.  (Ltd.): 
Derry  &  Derry  Co.  (Ltd.),  J.  L.  Derry;  S!  &  F.  Hat«  ft  Co.;  J. 
Aron  &  CJo.,  by  Hocksteln;  Albert  Mackle  Grocer  Oo.  (Ltd.),  per 
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Albert  Mackie,  president;  C.  H.  Laurence  &  Co.;  B.  J.  Hart  & 
Co.  (Ltd.),  per  E.  J.  Hart;  Henry  Blum;  E.  W.  Del  Brusle  & 
Co.  (Ltd.)  ;  J.  VldacovIcU  &  Co.;  Jas.  W.  Ball;  L.  Frank  &  Co.; 
J.  T.  Beer  &  Co. ;  H.  Goodman  &  Co. ;  John  Meyer,  218  Poydras; 
J.  C.  J.  Laux;  L.  Darrency  Sons  (Ltd.);  Spansel  Co.;  Jno. 
Bomcra  &  Co.;  J.  H.  Menge  &  Sons  (Ltd.),  J.  H.  Menge,  Jr.,  sec- 
retary and  treasurer;  Wilmot  Machinery  CJo.,  C.  H.  Neblett,  sec- 
retary; C.  T.  Patterson  Co.  (Ltd.),  W.  P.  Simpson,  secretary  and 
treasurer;  C.  S.  Burt  Co.  (Ltd.),  Angelo  R.  Burt,  secretary  and 
treasurer;  Woodward  Wight  &  Co.  (Ltd.),  by  J.  D.  O'Keefe,  vice 
president;  American  CJoffee  Co.  of  New  Orleans  (Ltd.),  per  M.  P. 
Ker,  vice  president;  John  H.  Murphy  Iron  Works;  A.  S.  Lascelles 
&  Co.,  per  E.  Martinez;  Jno.  T.  Gibbons;  Whitney  Supply  Co. 
(Ltd.),  Penel;  Meade  &  Sampsell,  per  L.  D.  Sampsell;  Dixie 
Brewing  Co.,  per  Robt.  L.  Lambert,  secretary ;  Jackson  Brewing 
Co.,  Laurance  T.  Fabrlches,  president;  Weiss,  Frank  &  Co. 
(Ltd.),  Chas.  A.  Weiss,  secretary  and  treasurer;  Kohlmann  Bros. 
&  Sergaman;  The  Smith  Bros.  Co.  (Ltd.),  J.  B.  Slnnott,  presi- 
dent and  general  manager;  Geo.  Mallard  Co.  (Ltd.),  J.  H. 
Majean,  secretary;  C.  A.  Dumsers  Ck). ;  Barnett  &  Lemle  (Ltd.), 
by  B.  Leml^,  necretary  and  treasurer ;  Edward  Bros. ;  Louisiana 
Produce  Cto.  (Ltd.),  Chas.  B.  Sarffs,  secretary  and  treasurer; 
S.  Pfelfer  &  Co.;  Jac.  Bokenfohr  Ck).  (Ltd.)  ;  HUlery-Kelly  Co. 
(Ltd.),  P.  J.  Kelly,  treasurer;  Chss.  Stitch  &  Son;  Kelly  & 
Zoeller;  J.  C.  Morris  Co.  (Ltd.),  Jerome  Hlrsch,  treasurer;  B.  H. 
HaspoUen  Sons ;  The  Henry  Lochte  (3o.  (Ltd. ) ,  Thos.  J.  Small.  Jr. : 
The  Parker-Blake  Co.  (Ltd.),  by  C.  C.  Johnson;  Parker-Fain 
Grocery  Co.  (Ltd.),  by  J.  B.  Fain,  president;  M.  Tedem  Co. 
(Ltd.),  J.  T.  Brown,  vice  president;  Chas.  H.  Adams  Co.  (Ltd.), 
per  Edwin  Z.  Adams,  president;  Sam  Blum;  A.  S.  Kottwitz  Co.; 
Geo.  W.  Davison  &  Co. ;  E.  F.  Kohnks;  Schmidt*  Zelgler  (Ltd.), 
Chas.  W.  Zelgler,  president;  Slmonds  Manufacturing  Co.  (Ltd.), 
G.  K.  Smith,  secretary;  Miller-Elmer  Manufacturing  Co.  (Ltd.), 
per  A.  J.  O.  Elmer,  treasurer;  Stephen  D.  Anco;  Jac.  Skecht; 
Henry  B.  Chrlsfer  &  Bro. ;  Jos.  Chalour  Co.;  Ac.  Dl  Magglo  & 
Co.;  Great  Auction  Co.;  Southern  Mollne  Plow  Co.,  R.  M. 
Langron;  Rolling-Alcklen  Co.  (Ltd.),  Aug.  L.  Daparahi,  secre- 
tary and  treasurer;  Wm.  P.  Burke,  vice  president;  Haublman  & 
Loeb  Co.  (Ltd.),  Ernest  M.  Loeb,  treasurer;  C.  O.  Freeman; 
New  Orleans  Foundry  &  Iron  Co.,  per  O.  H.  Schwartz;  Ellis 
H.  Chalmers  &  Co.,  per  F.  W.  Slevins;  Consumers'  Coffee  Co. 
of  New  Orleans  (Ltd.),  Geo.  B.  Haydel,  president;  Glbbens  & 
Wream;  Adams,  Beck  &  Co.  (Ltd.),  per  E.  O.  Adams,  president; 
Merchants*  C>offee  Co.  of  New  Orleans,  B.  C.  Curances,  president ; 
Bancroft,  Rossor  &  Sinclair  (3o.,  G.  E.  Ross,  president ;  Standard 
Brewing  Co.,  Theo.  McGunnls. 

Of  course,  beins  myself  very  much  in  favor  of  the  work  that  was 
Deing  done  for  the  eradication  of  ticks  in  the  southern  country,  I 
was  and  am  still  very  anxious  that  all  safeguards  be  thrown  around 
the  importation  of  these  cattle,  so  as  not  to  permit  any  diseased 
cattle  to  be  brought  in  and  no  new  diseases  disseminated  among  the 
souUiem  herds.  It  was  not  until  1909,  the  tariff  act  of  that  year, 
that  there  was  a  change  made  in  the  law  in  reptrd  to  the  restriction 
of  the  importation  of  cattle  from  tick-infested  sections.  Section  12 
of  that  act  reads: 

Tbat  the  importation  of  neat  cattle  and  the  hides  of  neat  cattle  from  any 
foreign  country  into  the  United  States  Is  prohibited:  Provided,  That  the  opera- 
tion of  ttiis  section  shall  be  suspended  as  to  any  foreign  country  or  countries, 
or  any  parts  of  such  country  or  countries,  whenever  the  Secretary  of  the 
Treasury  shall  officially  determine  and  give  public  notice  thereof,  that  such 
Importation  wUl  not  tend  to  the  introduction  or  spread  of  contagious  or  in- 
fec^ons  diseases  among  the  cattie  of  the  United  States;  and  the  Secretary 
<ft  the  Treasury  is  hereby  authorized  and  empowered,  and  it  shaU  be  his  duty. 
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to  make  all  necessary  orders  and  regulations  to  carry  this  section  into  efliect, 
or  to  suspend  the  same  as  herein  provided,  and  to  send  copies  tiiereof  to  the 
proper  officers  in  the  United  States  and  to  such  officers  or  agents  of  the  United 
States  in  foreign  countries  as  he  shall  Judge  necessary. 

The  Underwood  tariff  bill  has  the  same  provision  in  it,  so  that  the 
law  was  not  changed  by  the  adoption  of  the  new  tariff  bill.  I  went 
to  the  then  Secretary  of  the  Treasury  and  urged  that  this  section  of 
the  act  of  1909  permitted  him  to  authorize  the  removal  of  the  in- 
hibition, because  the  legislation  prohibits,  as  you  will  note,  and 
then  vests  discretion  in  the  Secretary  of  the  Treasury  to  remove  the 
'inhibition  whenever,  in  his  judgment,  it  is  found  that  the  importa- 
tion of  cattle  from  any  given  section  of  these  countries  would  not 
tend  to  jeopardize  the  American  herds.  The  Secretary  of  the  Treas- 
ury listened  to  my  argument,  agreed  with  me  that  he  had  that  dis- 
cretion, but  said  that  he  had  no  means  to  ascertain  whether  or  not 
the  importation  of  these  cattle  would  not  spread  contagious  or  in- 
fectious diseases  among  the  American  herds. «  That  while  Congress 
had  given  him  discretion  to  issue  a  proclamation  removing  the  in- 
hibition, it  had  failed  to  furnish  any  means  by  which  he  could  ascer- 
tain for  himself  the  facts  upon  which  he  coula  issue  such  a  proclama- 
tion. He  said  that  the  Bureau  of  Animal  Industry,  under  the  Secre- 
tary of  Agriculture,  had  a  medium  by  which  they  could  ascertain 
the  condition  of  foreign  cattle,  and  aavised  me  to  take  it  upagain 
with  the  Secretary  of  Agriculture.  I  took  it  up  with  Mr.  Wilson, 
Dr.  Melvin,  Mr.  Hajrs,  and,  I  believe.  Dr.  Gralloway.  They  con- 
tended that  the  law  did  not  give  them  the  discretion,  out  gave  it  to 
the  Secretary  of  the  Treasury,  and  that  they  could  not  exercise  a 
discretion  which  Congress  had  given  to  some  other  branch  of  the 
Government.  They  rarther  contended  that  they  did  not  have  the 
means  with  which  to  make  the  investigation,  because  the  moneys 
allotted  to  them  for  work  in  the  cattle  industry  was  limited,  and, 
therefore,  the  law  would  have  to  be  changed,  even  though  I  was  right 
in  the  contention  that  they  had  the  discretion  I  claimed  for  them. 
I  suggested  that  possibly  it  could  be  arranged  that  if  some  country 
was  willing  to  pay  the  expenses  that  the  Secretary  of  Agriculture 
could  send  his  experts  to  make  the  necessary  investigation.  The 
Secretary  said  he  would  consider  it  if  the  request  came  from  any  of 
these  foreign  Governments. 

The  Chaikman.  As  a  matter  of  fact,  the  Secretary  of  Agriculture 
undoubtedly  has  authority  to  send  his  experts  into  any  country  now. 

Mr.  Broussard.  He  has,  in  my  judgment^  and  he  might  have  ex- 
ercised that  authority  at  the  time,  but  he  claimed  he  did  not  have  the 
means  with  which  to  do  it. 

The  Chairman.  It  was  a  question  of  the  lack  of  money? 

Mr.  Broussard.  Yes,  sir.    So  the  President  of  Honduras 

Mr.  Sloan  (interposing) .  Has  he  not  the  means  now ?  Is  not  that 
already  provided  for? 

The  Chairman.  I  do  not  know. 

Mr.  Broussard.  He  did  not  have  at  that  time ;  I  do  not  know  about 
now. 

Mr.  Sloan.  I  know  they  are  sending  men  down  there;  Dr.  Melvin 
was  sent  down  to  the  Argentina  Republic. 

Mr.  McDermott.  Did  not  Dr.  Melvin  go  to  South  America,  his  ex- 
penses being  paid  out  of  the  contingent  fund  of  the  department? 
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Mr.  Bboussard.  I  ima^e  the  Gtovernment  paid  his  expenses,  be- 
cause it  was  an  investigation  in  the  interest  of  the  service. 

The  Chaibmak.  Oh,  yes;  undoubtedly. 

Mr.  Bboussabd.  But  at  that  time  there  was  no  money.  I  sug- 
gested to  the  consul  in  New  Orleans,  or,  rather,  to  the  attorneys  who 
represented  the  Government  of  Honduras  in  New  Orleans— Saun- 
ders, Dufour  &  Dufour— of  which  firm  Judge  Saunders,  brother  of 
the  Member  from  Virginia,  beiog  one  of  them,  that  if  they  could 
get  the  money  from  Honduras  to  defray  these  expenses,  I  believed 
the  Secretary  of  Agriculture  would  send  cattle  experts  down  there 
and  have  these  herds  examined.  Inquiry  revealed  the  fact  that  the 
Secretary  thought  $1,000  gold  would  pay  the  expenses,  but,  as  a  mat- 
ter of  fact,  he  sent  back  a  check  for  $200  or  $300,  the  cost  being  about 
$700  or  $750.  Mr.  Wilson  sent  Dr.  Thompson  and  a  gentleman 
named  Downing,  from  Wisconsin.  They  went  to  Honduras  and 
made  a  very  thorough  investigation  of  each  Province,  the  governor 
of  which  had  written  stating  that  they  had  no  disease  among  their 
cattle.  I  was  myself  in  Honduras  on  business,  and  met  them  both 
on  the  Atlantic  side  of  Tegucigalpa  and  afterwards  on  the  Pacific 
coast.  They  made  a  very  thorough  examination  into  the  matter. 
I  have  here  a  copy  of  the  report — ^this  report  has  never  been  pub- 
lished, so  far  as  I  am  aware — of  the  conaition  of  the  herds  there. 
The  report  is  very  interesting  in  that  it  shows  a  great  number  of 
cattle  that  are  available  in  those  countries  for  market,  both  as  feeders 
to  supply  the  farmers  of  this  country  and  for  meat  by  immediate 
slaughter  in  southern  ports;  and  it  shows  the  prevalence  of  no  dis- 
ease of  any  kind  or  character  there  except  that  the  cattle  have  ticks. 

Mr.  DoouTTUfi.  Does  the  report  show  the  kind  of  cattle — ^that  is, 
the  quality  of  the  cattle  ? 

Mr.  Bbot7SSabd.  Yes;  they  are  the  same  kind  of  cattle  that  were  in 
Texas  before  they  improved  the  herds  there,  although  they  are  natu- 
rallv  heavier  than  the  old  Texas  cattle,  because  they  are  mountain 
cattle  and  have  better  water  in  that  country  than  can  be  found  in 
Texas;  because  those  mountain  ranges  are  supplied  with  plenty  of 
water,  plenty  of  limestone,  and  the  cattle  naturally  grow  larger. 
But  they  have  brought  no  improved  stock  into  that  country  for 
hundreds  of  years.  They  made  one  effort,  but  the  cattle  died  from 
the  effects  of  ticks. 

The  Chaibman.  How  long  is  that  report? 

Mr.  BBOiTBSAitD.  I  would  like  to  get  the  report  in  the  record.  I 
do  not  think  I  would  like  to  read  it  all,  but  I  want  to  get  it  pub- 
lished, because  it  has  never  been  published.  I  can  read  the  summary 
made  by  Mr,  Hays,  then  Acting  Secretary  of  Agriculture,  after  he 
had  gone  over  the  report,  and  the  reason  given  for  not  permitting 
these  cattle  to  come  into  this  country : 

AUGUST  17,  1910. 

Hon.  R.  F.  BB0US8ARD, 

Veu)  Il^eria^  La. 

jy^kSk  Sib:  I  beg  to  advise  with  regard  to  the  investigation  of  livestock  con- 
ditions and  animal  diseases  in  Honduras,  Central  America,  which  has  recently 
been  made  by  Dr.  William  Thompson,  veterinary  inspector,  and  Mr.  James  E. 
I>owning,  agent  of  the  Bureau  of  Animal  Industry  of  this  department,  that 
I>r.  Thompson  has  reported,  as  a  result  of  his  investigations,  that  the  cattle 
tick,  carrier  of  the  infection  of  southern  or  splenetic  fever,  exists  throughout 
Honduras,  and  that  the  cattle  of  Honduras  harbor  the  specific  germ  of  southern 
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or  splenetic  fever ;  also,  that  the  cattle  losses  sustained  from  the  ravages  of 
.  the  tick  in  all  sections  are  the  most  frequent  and  serious  of  all,  this  ooaBtitQ^ 
Ing  the  one  great  cattle  plague  of  the  country. 

That  is  the  only  thing  they  found  there  that  would  hinder  the 
free  importation  of  these  cattle. 

That  the  tick  of  Honduras  is  the  cattle-fever  tick,  shown  by  the  succeflsfol 
and  profitable  shipment  of  cattle  from  Honduras  to  Cuba,  where  the  tick  like- 
wise abounds,  and  that  of  a  shipment  of  bulls  from  Chicago  to  Truxillo,  all  but 
one  having  died  shortly  after  arrival,  which  indicates  that  the  disease  is  prob- 
ably communicated  to  suscepticle  cattle  when  taken  to  Honduras  from  a  urn- 
tick-infested  section  of  country. 

It  would  therefore  seem  that  the  presence  and  prevalence  of  the  cattle  tick 
throtighout  Honduras  will  prevent  the  importation  of  cattle  from  that  country 
Into  the  United  States,  as  such  importation  is  prohibited  by  law ;  see  section  6 
of  the  act  of  Congress  of  August  30,  1890,  which  is  here  quoted  for  yonr 
convenience. 

Now,  section  6  of  the  act  of  Au^st  80,  1890,  was  a  section  which 
the  department  claimed  vested  no  discretion  in  the  Secretary,  but,  as 
you  see,  that  section  had  been  superseded  by  section  12  of  the  act 
of  1909,  which  gave  that  discretion  to  the  Secretary  of  the  Treasury, 
if,  indeed,  that  discretion  did  not  exist  prior  to  1909.    And  the  de- 

{)artment  has  persisted  all  of  the  time  in  quoting  a  section  of  the 
aw  which  has  been  repealed  by  a  subsequent  section  as  its  basis 
for  holding  that  it  had  no  authority  at  all  to  permit  the  importa- 
tion of  these  cattle. 

(The  report  referred  to  follows :) 

New  Ibiebia,  La.,  September  U 1910, 
Hon.  W.  M.  Hays, 

Acting  Secretary  Department  of  Agriculture,  Washington,  D.  C. 

Dear  Sib  :  Referring  to  your  letter  of  the  17th  ultimo,  in  re  the  report  of 
Dr.  William  Thompson  on  his  investigation  of  cattle  in  Honduras,  I  would  like 
very  much  fbr  you  to  transmit  to  me  a  copy  of  the  dector's  report,  as  I  am 
anxious  to  ascertain  all  details  embodied  therein. 

Your  prompt  attention  will  be  greatly  appreciated. 
Yours,  very  truly, 

R.  F.  BBOT788ABD,  U,  C 
DePABTMENT  Of  AOBIOULTUBE, 

Office  of  the  Seciuetabt, 
W<i8hington,  D,  C,  September  15, 1919. 
Hon.  R.  F.  Bboussabd, 

New  Iberia,  La, 

Dbab  Sib  :  Referring  to  your  letter  of  September  1,  you  will  please  find  htfe- 
with  inclosed  a  copy  of  the  report  made  to  the  Chief  of  the  Bureau  of  Animal 
Industry,  of  this  department,  by  Dr.  William  Thompson,  of  that  bureau,  con- 
cerning the  investigation  made  of  live-stock  conditions  and  animal  diseases  in 
and  throughout  Honduras,  Central  America,  from  March  29  to  July  7. 1910,  at 
per  your  request 

Very  respectfully, 

Milleb  L.  Moobe,  Acting  Secreiarp. 


Repobt  on  Investigation  of  Live- Stock  Conditions  and  Animal  Diseases  ib 
AND  Thboughout  Hondubab,  Centbal  Ambbica,  fbom  Maboh  29  TO  JiTtT 
7,  1910. 

United  States  Depabtment  of  Aqbicxtltubb, 

Bureau  of  Animal  Industbt, 
Washington,  D.  0.  August  6,  1910, 
Chief  of  Bubbau  of  Animal  Industbt, 

Washington,  D.  C, 

SiB :  As  outlined  in  your  instructions,  dated  March  16,  1910,  relative  to  the 
above  investigations,  the  object  of  the  trip  was  to  determine  what  diseases  of 
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animals  are  prevalent  in  Honduras,  and  the  location  and  extent  of  such  diseases, 
including  southern  cattle  fever. 

On  arriving  in  Honduras,  the  first  thing  to  be  done  was  to  ascertain  what 
department  or  districts  were  noted  for  the  number  of  cattle  raised,  and  to 
formulate  a  plan  or  outline  of  the  territory  which  should  be  covered,  with  a 
view  to  arriving  at  correct  conclusions  respecting  live-stock  diseases,  as  applies 
to  the  entire  country  at  large. 

ITINEBABY. 

It  would  appear  from  information  derived  from  several  sources  that  most  of 
the  cattle  were  to  be  found  in  the  Department  of  Oholuteca  on  the  south  or 
Pacific  side  of  the  country  and  the  Department  of  Olancho  on  the  southeast 
side^  with  here  and  there  small  isolated  cattle  districts  or  valleys.  This  infor- 
mation proved  in  the  main  to  be  correct.  It  was  determined  then  that  after 
making  the  inspections  of  cattle  in  a  representative  locality  in  the  Department 
of  Cortes  that  by  following  a  route  having  for  its  destination  Oholuteca  on  the 
south  coast,  going  and  returning  via  the  capital,  Tegucigalpa,  thence  through 
the  Department  of  Olancho  to  Truxlllo,  Ceiba,  and  return  to  port  of  Cortes, 
would  cover  sufficient  territory  and  enable  us  to  accomplish  the  object  in  view. 
This  plan  was  adopted  and  followed,  and  I  am  fully  satisfied  that  the  extent 
of  the  territory  covered  served  the  purpose  of  the  expedition,  and  that  no 
further  gains  or  added  knowledge  would  have  been  acquired  by  covering  the 
Departments  bordering  on  Salvador  and  Guatemala.  A  detailed  report  and 
map  of  the  places  visited  and  the  travel  performed  is  attached  hereto. 

I         MODE  OF  TB.\VEL. 

The  word  "Honduras"  signifies,  in  the  Spanish,  depths  or  holes,  and  it 
very  appropriately  applied  to  the  country  bearing  that  name,  as  barring* small 
areas  on  the  Caribbean  Sea  and  Pacific  Ocean,  the  topography  of  the  entire 
country  is  made  up  of  mountains  and  the  depths  between  them.  Owing  to  the 
sparse  population  and  the  natural  topographical  obstacles,  wagon  roads  and 
railroads  are  very  few,  short,  and  limited  to  the  coast  districts,  so  that  practi- 
cally all  travel  In  that  country  is  performed  by  the  use  of  the  small  but  sure- 
footed native  mule.  Our  exi)edition  was  provided  with  these  animals  through 
the  departmental  and  local  officials,  who  virtually  conunanded  private  parties 
to  furnish  them,  and  the  fact  of  their  being  loaned  did  not  always  insure 
comfortable  mounts,  more  often  the  reverse  was  true.  Forage  being  scarce 
and  travel  very  trying  for  the  beasts,  it  was  necessary  to  obtain  fresh  mounts 
and  pack  animals  from  time  to  time,  nnd,  as  may  be  readily  Imagined,  loaned 
animals  were  not  always  provided  or  delivered  at  the  specified  or  expected 
hour,  so  that  despite  the  apparent  loss  of  time,  inconvenience,  and  annoyance, 
consequent  on  such  delays,  it  was  necessary,  in  order  to  husband  and  preserve 
health  and  strength  to  exercise  patience,  maintain  equanimity  of  temper,  and 
submit  philosophically  to  the  inevitable. 

The  ground  was  gone  over  as  rapidly  as  possible,  consistent  with  making 
proper  inspections  and  obtaining  all  possible  information  at  each  place  per- 
taining to  the  object  in  view,  at  the  same  time  bearing  in  mind  the  foolhardi- 
ness  of  making  any  extraordinary  rides  with  their  consequent  and  inevitable 
overexhaustion,  thereby  placing  one's  vitality  and  reslstence  to  disease  at  a 
low  ebb,  thus  lessening  interest  and  discouraging  activity  in  the  work  at  hand. 

METHOD  OF  MAKING  INSPECTIONS  AND  OBTAINING  INFORMATION. 

The  plan  followed  was  to  visit  one  or  more  representative  ranches  In  each 
cattle  district,  inspect  the  cattle  thereon,  and  to  question  the  owners  regarding 
the  prevalence  and  nature  of  any  disease  existing  In  the  locality,  and  ask  them 
to  describe  the  symptoms.  On  such  inspection  trips  we  were  usually  accom- 
panied by  the  governor  of  the  Department  or  mayors  of  towns  and  several  rep- 
resentative stockmen,  and  while  it  must  be  recognized  that  very  little  atten- 
tion is  paid  to  the  ailments  of  live  stock  In  Honduras,  I  will  add  that  I  fully 
believe  that  all  of  the  officials  and  persons  interviewed  on  the  question  of  dis- 
eases of  live  stock  in  Honduras  gave  free  and  unreserved  replies,  as  far  as 
their  observations  permitted.  Besides  the  inspections  made  in  representative 
districts,  casual  inspections  were  made  of  many  himdreds  of  cattle  encountered 
by  the  wayside  while  journeying  from  place  to  place.    By  a  casual  Inspection  is 
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meant  that  a  view  was  had  of  the  cattle  by  the  wayside  to  determine  the 
presence  of  ticks  or  disease. 

Most  of  the  pasturage  in  Honduras  consists  of  native  or  wild  grasses^  and 
during  the  summer  or  dry  season  the  natural  range  is  considerably  overstocked, 
the  cattle  being,  at  the  time  of  our  visit,  in  very  poor  condition  for  want  of 
sufficient  forage.  On  the  coast  lands  and  in  the  interior  nnall  valleys  "  guinea  ** 
and  "  para  "  grass  grow  well  where  planted  and  provide  a  plentiful  and  fAttssk- 
ing  forage.  Honduras,  owing  to  the  mountainous  nature  of  the  country,  ]b 
splendidly  watered.  Numerous  small  streams  of  pure  mountain  or  spring 
water  abound  everywhere,  practically  all  parts  of  the  country  being  so  favored. 

CLIMATE. 

Away  from  the  coast  lands  the  climate  of  Honduras  is  exceptionally  healthy 
and  agreeable.  Days  are  comfortably  warm,  but  never  excessively  hot,  tbe 
nights  being  invariably  cool  and  conducive  to  restful  sleep. 

HONDtJBAS  CATTLE. 

The  cattle  of  this  country  are  the  degenerated  descendants  of  the  cattle  in- 
troduced by  the  Spaniards.  For  lack  of  effort  toward  making  any  improve- 
ments, either  by  careful  selection  of  common-bred  stock  or  by  importations 
from  abroad,  the  cattle  of  the  country  are  small,  slow  to  reach  maturity,  thin 
flesh,  and  resemble  the  early  type  of  Texas  cattle,  except  that  as  the  male  ani- 
mals are  not  castrated  until  3  or  4  years  of  age,  they  have  short  heavy  fore- 
heads and  short,  thick  horns;  in  fact,  are  staggy  in  appearance  and  quality. 
The  cows  more  closely  resemble  the  early  type  of  Texas  cow,  but  are  smoother 
in  form.  The  range  in  Honduras  being  restricted  by  the  rough  contour  of  the 
country,  the  cattle  have  not  run  so  much  to  limb  and  horn  as  cattle  do  on  the 
plains  of  Texas  and  other  countriea  Steers  4  to  5  years  old  weigh,  grass  fat, 
on  the  average  of  about  1,000  pounds  live  weight,  the  largest  of  them  yielding 
from  400  to  450  pounds  of  meat.  Little  attention  is  paid  to  the  management  of 
cattle,  the  estimated  annual  net  increase  being  placed  at  only  12  per  cent,  the 
losses  being  attributed  to  the  ravages  of  cattle  tick,  screw  worms,  and  the 
depredation  of  feral  animals,  such  as  the  leopard,  puma,  and  wild  cat 

IliPOBTATIONS   OF  CATTLE  INTO   HONOUBAS. 

A  few  cattle  have  been  imported  into  Honduras  from  the  United  States,  bnt 
not  in  sufficient  numbers  nor  with  the  necessary  persistence  to  prodnce  any 
noticeable  improvement  in  the  native  cow.  One  shipment  of  bulls  from  Chicago, 
made  some  years  ago,  ended  disastrously  to  the  importers,  as  all  but  one  of 
the  bulls  died  shortly  after  arrival. 

In  the  Department  of  Olancho,  some  of  the  cattle,  locally  known  as  **chinafl»" 
have  some  of  the  characteristics  of  Indian  or  Bramah  cattle.  In  that  the  hiiir  is 
very  short,  the  tail  fine  and  attenuated,  and  some  have  a  large  dependent  dew- 
lap. However,  there  seems  to  be  no  known  history  of  any  importations  of  soch 
stock,  but  it  may  be  that  a  few  head  of  such  animals  were  imported  In  remote 
times  from  some  of  the  West  Indies. 

EXPOBTATIONS   OF   CATTLE   FROM    HONDURAS. 

From  the  year  1882  to  within  recent  years  it  has  been  stated  that  large 
numbers  of  Honduras  cattle  were  exported  to  Cuba.  Of  late  years  this  trade 
has  been  totally  suspended,  due  to  the  complete  restocking  of  Cuba.  A  snull 
trade  in  Honduras  cattle  is  being  carried  on  with  Salvador,  Guatemala,  and 
British  Honduras,  and  it  is  possible  that  some  may  be  shipped  to  Oosta  Bica. 
It  is  estimated  that  30,000  head  of  steers  could  be  annually  exported  from 
Honduraa 

FOREIGN    CATTLE    CROSSING    THE    TERRITORY    OF    HONDXTSAS    BN    ROUTS    TO    OTBD 

NEIGHBORING  COUNTRIES. 

It  was  Stated  that  cattle  from  Nicaragua  have  been  trailed  across  the  De> 
partment  of  Choluteca  and  Yalle.  to  Salvador,  for  sale  in  that  country.    TUs 
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trail  was  pointed  ont  to  me  while  on  the  south  coast  It  was  also  stated  that 
cattle  from  Nicaragua  had  been  trailed  from  that  country  through  the  D^irnrt- 
ments  of  Olancho  and  Ck)lon  to.TruxiUo  for  export  to  Cuba,  that  such  cattle 
first  introduced  the  fever  tick  in  Olancho.  In  this  connection,  it  Is  well  to 
remark  that  were  Honduras  cattle  permitted  entry  into  the  United  States  for 
shipment  either  from  Pacific  or  Caribbean  ports,  it  appears  to  me  that  there 
could  be  no  satisfactory  safeguards  or  assurance  provided  against  the  exporta- 
tion of  Nicaragua  cattle  from  Honduras  territory  as  Honduras  cattle.-  In  a 
moje  limited  sense  the  same  may  be  said  of  cattle  from  Salvador  and  Onata* 
mala,  although  it  is  understood  that  these  countries  have  few  if  any  cattle 
to  export. 

DI8BA8E8  OF  HONDURAS  CATTUB. 

As  determined  by  the  inspections  made  and  from  the  general  unanimity  of 
replies  to  questions  asked  of  Honduras  cattlemen,  it  appears  that  the  ordinary 
cattle  tick,  or  the  variety  known  as  the  margaropus ,  exists  in  and  through- 
out Honduras,  and  that  the  losses  sustained  from  the  ravages  of  this  tick  in 
all  sections  are  the  most  frequent  and  serious  of  all,  constituting  the  one  great 
cattle  plague  in  that  country.  That  Honduras  cattle  harbor  the  specific  germ 
of  southern  fever  can  not  be  refuted,  as  a  continued  and  profitable  business  ex- 
tending over  some  years  could  not  be  carried  on  by  shipping  nonimmune  cattle 
form  Honduras  to  Cuba.  Moreover,  the  shipment  of  bulls  from  Chicago  to 
TruxiUo,  all  but  one  of  which  died  shortly  after  arrival,  further  indicates  that 
southern  fever  infection  is  carried  in  the  blood  of  Honduras  cattle,  and  can  be 
and  is  transmitted  by  the  variety  of  ticks  there  present  Hondurans,  while 
admitting  that  the  tick  causes  severe  losses  of  cattle,  especially  during  the  dry 
season,  and  when  the  animals  are  heavily  infested,  still  maintain  that  the  tick 
in  question  is  not  the  infectious  variety.  This  assertion  is  natural  and  pardon- 
able, and  readily  understood  when  consideration  is  given  the  fact  that  all  the 
cattle  are  immune,  and  that  very  few  nonimmunes  had  been  introduced  into 
that  country,  and  that  the  death  of  the  latter  has  been  attributed  to  the  change 
of  dlmate  and  forage. 

In  respect  to  the  type  and  management  of  cattle,  as  well  as  to  the  presence 
of  ticks  and  southern  fever  infection,  the  conditions  obtaining  in  Honduras  may 
be  generally  applied  to  the  neighboring  countries  of  Salvador,  Ouatamala, 
British  Honduras,  and  Nicaragua. 

Blackleg  among  calves  Is  found  to  be  prevalent  in  the  D^artments  of  El 
Paraiso  and  Olancho. 

Anthrax. — During  the  months  of  July  and  August,  when  there  are  pools  of 
stagnant  surface  water,  it  is  stated  that  quite  a  few  cattle,  horses,  and  mules 
drop  dead,  and  that  other  animals  subsequently  grazing  over  these  parts  like- 
wise become  affected,  which  fact  would  indicate  the  presence  of  the  anthrax 
infection ;  the  disease  caused  by  It  in  that  country  being  known  as  "  morifia.'* 

Mycotic  stomatitis, — When  vegetation  is  at  its  rankest  growth,  toward  the  end 
of  the  rainy  season,  isolated  cases  of  sore  mouth  and  feet  occur  among  cattle, 
and  Is  attributed  to  the  bites  of  spidera  It  is  cured  by  rubbing  the  tongue 
with  salt  and  lemon  or  vinegar.  Contagious  foot-and-mouth  disease  appears 
to  be  unknown  in  Honduras,  and  to  the  best  of  my  knowledge  and  belief,  has 
never  existed,  nor  does  it  now  exist  in  that  country. 

Tuberculosis  among  cattle  in  Honduras  is  unknown. 

Actinomycosis  is  quite  prevalent  in  the  Departments  of  Valle  and  Choluteca, 
and  is  attributed  to  the  bite  of  a  small  green  snake. 

Pasciola  hepatica,  or  fluke  worms,  are  found  in  cattle  coming  from  over- 
flowed lands  and  lowlands. 

DI8BA8B8  OF  HOBBBB. 

Hundreds  of  horses  and  mules  were  encountered  during  our  stay  in  Honduras 
but  not  one  case  of  glanders,  farcy,  or  mycotic  lymphangitis  was  seen.  These 
niflmfliff  are  said  to  be  affected  at  times  with  a  discharge  from  the  nostrils, 
accompanied  by  enlarged  submaxillary  lymphatics,  of  which  disease  some  of 
them  die.  Distemper  is  also  recognized,  and  doubtless  during  the  torrential 
rains  some  of  them  contract  pneumonia. 

Qangretieous  dermatitis  also  affects  the  feet  of  horses  and  mules,  in  some 
causing  the  hoofs  to  drop  off.    This  disease  is  also  attributed  to  the  spider  bite. 
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Some  cases  of  mange  were  seen  in  horses  and  mnles,  but  this  disease  does 
not  seem  to  affect  cattle  or  sheep  in  that  country. 

With  the  exception  of  the  two  latter  diseases,  practically  all  ailments  of 
horses  are  known  as  "  topi."  At  one  time  while  in  the  Department  of  Olancbo 
I  began  to  think  that  some  of  these  cases  of  "  topi "  might  be  some  form  of 
fever,  due  either  to  trypanasomiasis  or  to  the  infection  pernicious  anemia. 
Two  so-called  cases  of  "  topi  "  were  brought  for  examination,  both  having  slight 
nasal  discharge,  one  of  which  had  a  temperature  of  104°  F.  Five  Cubic  centi- 
meters of  blood  was  taken  from  the  latter  case,  the  same  was  inoculated  in  a 
dog,  which  we  trailed  along  and  kept  under  observation  for  15  days,  without 
its  manifesting  any  systemic  disturbances  or  rise  of  temperature.  Blood  smears 
taken  from  this  horse  and  examined  in  the  laboratory  proved  negative  for  blood 
parasites.  Diligent  inquiries  were  made  with  respect  to  the  disease  known  as 
'*topl"  in  order  to  ascertain  whether  any  form  of  trypanasomiasis  exist  in 
Honduras.  From  the  information  obtained,  observations  and  experiments 
made,  taking  into  consideration  the  fact  that  large  numbers  of  horses  and 
mules,  as  well  as  cattle,  grazed  the  tabanus  infested  territory,  I  do  not  believe 
that  there  is  present  in  Honduras  any  form  of  trypanasomiasis,  resembling 
surra,  or  that  is  pathogenic  for  domestic  animals. 

DISEASES  OF   SHEEP  AND   GOATS. 

There  are  a  few  small  scattered  bands  of  sheep  and  goats  in  Honduras,  and 
those  which  graze  on  low  or  wet  lands  are  said  to  be  attacked  by  foot  rot. 

Swine  of  the  long-headed  razorback  general  scavlnger  type  appear  to  be 
troubled  only  by  cysticercus  Cellulose,  which  affection,  with  its  concomitant 
*'  tenia  solium  *'  in  man,  is  quite  prevalent  in  Honduras,  and  the  cysts  in  the 
hogs  are  there  known  as  trichinosis. 

An  outbreak  of  chicken  cholera  was  observed  in  chickens  at  Tegucigalpa. 

OFFICIAL  KNOWLEDGE  OF  CATTLE  DISEASES  BT  THE  HONDUBAS  GOVERNMENT. 

As  before  stated,  very  little  attention  is  paid  to  live-stock  ailments  in  Hon- 
duras, and  up  to  the  time  of  our  investigation  no  efforts  had  been  made  by  that 
Government  to  ascertain  the  nature  or  extent  of  the  animal  diseases  which 
may  exist  in  that  country.  Dr.  Salvador  Moncado  (D.  V.  M.),  a  graduate  of 
the  University  of  Pennsylvania,  1909,  holds  the  otiiclal  position  of  Government 
veterinarian  tor  Honduras,  and  made  his  first  inspection  trip  with  us  from 
Tegucigalpa  to  Choluteca  and  return,  and  up  to  that  time  he  was  not  aware, 
nor  had  he  taken  pains  to  ascertain  whether  any  other  species  of  cattle  tick 
other  than  amblyomma  cajennense  existed  on  Honduras  cattle.    His  first  a^ 

quaintance  or  recognition  of  the  margaropus occurred  while  observing 

our  work  on  the  trip  referred  to. 

As  to  making  arrangements  with  the  Honduras  Government  to  report  montbly 
on  the  outbreaks  of  diseases  in  that  country,  no  steps  were  taken  in  this  mat- 
ter, inasmuch  as  that  Government  does  not  now  appear  to  have  any  competent 
or  practical  i)erson  in  its  employ  who  could  make  practical  and  reliable  Investi- 
gations and  reports  on  diseases  and  conditions  contained  there,  and  the  same 
may  be  said  of  inspections  and  certificates  for  export  stock. 

INTEREST  GENERAL  IN   WORK  OF  EXPEDITION. 

Widespread  and  unusual  interest  was  manifested  by  all  classes  of  people  in 
Honduras,  in  the  object  of  the  expedition,  and  the  decision  will  be  anxiously 
awaited.  We  were  besi^ed  with  questions  as  to  whether  in  our  Judgment  a 
favorable  decision  would  be  g^ven,  the  inquiries  assuming  that  we  carried  tbe 
••  yes  "  or  "  no  "  in  our  hands.  If  the  decision  is  to  be  favorable,  some  of  tbem 
want  to  know  for  speculation  reasons.  Others  more  interested  in  the  welfare 
of  Honduras  hope  to  see  a  favorable  decision  given,  so  that  the  purchasing  and 
consuming  power  of  the  people  may  be  increased  and  reciprocal  trade  and 
exchange  with  the  United  States  be  increased  and  facilitated. 

In  conclusion  I  would  state  that  the  Government  of  Honduras  and  its  oflloeit 
high  and  low  gave  us  every  assistance  and  most  cordial  attrition  during  and 
throughout  our  Journeys  in  that  country. 
Very  respectfully, 

WnxiAic  Thompson, 
Veterinary  Inspector' 
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Let  me  say,  from  personal  investigations  of  this  matter  inHonduras^ 
that  while  there  ate  ticks  there,  they  are  not  nearly  as  plentiful  nor 
nearly  as  abundant  as  the^  are  in  my  own  State  or  in  all  sections  of 
the  &)uth  south  of  the  thirty-second  degree  of  north  latitude,  where 
they  have  not  been  cleaned  out.  The  pastures  there  are  burned  every 
year  in  order  to  get  new  grass,  because  the  grass  grows  in  such  great 
profusion  that  the  cattle  can  not  take  care  of  it.  The  grass  dries  at 
the  topj  and  they  burn  all  the  forests  every  year.  During  the  dry 
season  m  that  country  you  are  never  out  of  the  sight  of  smoke.  If 
you  go  through  that  country  as  I  have  four  or  five  times,  traveling 
from  the  Caribbean  Sea  to  the  Pacific  Ocean,  you  will  never  be  out  of 
sight  of  smoke  at  certain  seasons,  though  possibly  you  might  not  see 
a  single  inhabitant  in  a  day's  travel  of  40  or  60  miles.  As  I  say,  they 
bum  the  forests  every  year,  and,  of  course,  they  destroy  the  ticks  in 
very  great  quantities.  However,  that  is  not  the  purpose  of  the  burn- 
ing, because  they  have  never  made  any  effort  to  destroy  the  ticks. 
This  partial  destruction  of  ticks  results  from  the  efforts  to  secure  good 
pasturage.  It  is  not  done  for  the  purpose  of  their  destruction,  be- 
cause it  is  not  feasible  to  destroy  ticks  thoroughly  or  effectually  in 
that  way,  but  it  is  done  for  the  purpose  of  getting  a  new  growth  of 
grass.  For  days  at  a  time  I  have  examined  cattle  on  the  roadside  or 
on  the  trail  and  on  hundreds  I  was  unable  to  discover  one  tick.  I  do 
not  say  they  are  not  there,  but  I  want  to  point  out  how  easy  would  be 
their  eradication  and  have  these  cattle  brought  here  and  help  supply 
the  demands  of  the  meat  market  of  this  country.  Of  course,  my  inter- 
est in  this  matter  is  enhanced  by  the  fact  that  we  are  expecting  in  the 
section  of  the  country  where  I  come  from  to  engage  in  cattle  produc- 
tion and  to  engage  in  the  fattening  of  cattle.  We  came  before  this 
committee  and  this  committee  was  kind  enough  to  allow  $50,000  for 
experimental  work  in  the  sugar  district  of  Louisiana.  We  have  great 
scarcity  of  cattle  from  which  to  start  herds  down  there,  and  we  would 
like  to  get  these  cattle  under  such  restrictions  as  would  secure  the  pro- 
tection of  the  native  herds,  such  restrictions,  rules,  and  regulations  as 
would  not  permit  the  spread  of  any  disease  of  any  kind  or  character 
£rom  these  imported  cattle  into  our  southern  ports.  If  these  cattle 
could  be  imported  it  would  give  us  an  opportunity  to  get  an  addi- 
tional supply  of  cattle  in  order  £o  carry  on  this  new  work.  I  believe 
the  people  in  the  West,  where  they  fatten  cattle,  find  the  same  diffi- 
culty of  obtaining  the  cattle  necessary  to  carry  on  their  work  of  fat- 
tening for  the  stockyards  of  the  North. 

BeTOre  I  go  any  further  I  would  like  to  offer  telegrams  from  busi- 
ness organizations  and  men  recently  sent  to  me  asking  that  these 
southern  ports  be  opened,  and  opened  as  promptly  as  it  is  possible  to 
open  them  under  proper  safeguards. 

(Said  telegrams  foUow:) 

New  Orleans,  La.,  March  2,  19H. 
Hon.  RoBT.  A.  Bbousbabd, 

Care  House  of  Representatives, 

Washington,  D,  (7.: 

We  are  aU  so  very  much  interested  in  the  opening  up  of  this  port  to  the  im* 
portation  of  cattle  that  I  am  prompted  to  suggest  the  modification  of  your  bill 
to  include  Mexican  cattle  alone  at  this  time.  Only  later  on  it  wUl  be  easy  for 
you  to  incorporate  O^tral  and  South  America  as  well. 

With  best  regards, 

Alex.  PuJO. 
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New  Orleans,  La.,  March  2, 19H, 
Hon;  ROBT.  F.  Broitbsaiid, 

Washington,'  D:  0.; 

The  opening  of  this  port  to  the  importation  of  cattle  is  Tery  important  to  this 
city  and  should  be  accomplished  as  quickly  as  possible.  Would  it  not  expedite 
passage  of  your  bill  to  eliminate  for  the  present  all  but  Mexican  cattle? 

GiTT  Bank  &  Tbust  Ga, 
John  Legieb,  Jr.,  PreMmt, 

New  Obleans,  La.,  March  2, 19H, 
Hon.  R.  F.  Bboussabo,  M.  0., 

Washingtim,  D.  C: 

Hear  there  is  considerable  opposition  to  your  bill  to  open  port  of  New  Orleans 
to  cattle  from  Mexico  and  Central  and  South  American  countries  because  be- 
lieved too  sweeping.  Bill  would  be  of  great  benefit  even  if  restricted  to  Mexican 
<*att1e.  It  would  be  entering  wedge.  Suggest  this  amendment.  Is  opposition 
to  bill  in  present  form  strong  enough  to  endanger  passage?  Hope  you  will 
push  bill  with  your  usual  vigor. 

L.  E.  Hall, 
Governor  of  LovMana, 

New  Obleans,  La.,  March  t,  t9U. 
Hon.  RoBT.  F.  Bboussabd, 

House  of  Representatives,  Washington,  D.  C: 

We  deem  it  important  that  the  port  of  New  Orleans  be  opened  to  the  impor- 
tation of  cattle  and,  if  necessary,  if  we  have  to  first  take  it  from  Mexico  and 
leave  the  balance  to  be  worked  out  later.  If  this  meets  with  your  views,  we 
would  appreciate  your  hearty  cooperation. 

Hibbbnia  Bank  -A  TBtrsT  Co. 


New  Oblbans,  La.»  Mairch2,  19H, 
Hon.  RoBBBT  F.  Bboussabd, 

House  of  Representatives,  Washington,  D,  C: 

Impression  prevails  here  in  certain  quarters  that  there  would  be  more  chance 
of  final  passage  of  your  bill  providing  for  importation  throng  this  port  of  fo^ 
eign  cattle  if  it  contemplated  alone  the  importation  of  Mexican  catde.  Allow 
me  to  respectfully  suggest  this  modification,  and  later  on  this  feature  could  be 
used  as  an  entering  wedge  for  the  further  extension  of  territory. 

'  Mabtin  Bbhbmab. 


New  Oblfans,  IxA.,  March  S,  19H. 
Hon.  Robbbt  F.  Bboussabd, 

House  of  Representatives,  Washington,  D.  C: 

Our  people  are  anxious  to  have  this  port  opened  to  the  importation  of  fareiga 
cattle,  and  believe  that  if  you  would  simply  ask  at  this  time  for  the  admissioD 
of  Mexican  cattle  there  would  be  more  of  a  chance  of  accomplishing  part  of  the 
object    Our  exchange  eager  for  result 

Ebnest  a.  Gabbebb, 
President  Real  Estate  Exf^angs, 

Let  me  submit,  hurriedly,  the  correspondence  I  have  had  with 
the  department  in  order  that  we  may  have  thoroughly  this  subject 
before  us.  Here  is  another  letter  in  repljr  to  one  of  mine  in  1910, 
the  department  taking  the  position  that  it  lacked  legal  discreticMi 
to  permit  the  importation  of  cattle  from  those  countries. 

( Said  letter  follows : ) 

Febbuabt  21, 1910. 
Hon.  Jaicbs  Wilson, 

Secretary  of  Agriculture,  Washington,  D.  C. 

Deab  8ra :  Referring  to  our  conversation  of  last  Saturday,  and  ^ur  jreqtwst 
that  I  put  in  writing  the  subject  of  the  inquiry  which  I  was  th^makiog, 
I  beg  to  submit  herein  the  following:  f 

Section  12  of  the  tariif  act  of  August  5,  1909,  relates  to  the  imi  lortatioo  of 
neat  cattle.    The  proviso  of  the  section  relates  to  the  manner  Ic  i  which  the 
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prohibition,  fixed  in  the  law  in  regard  to  the  importation  of  these,  is  obviated ; 
and  the  method  of  proceeding  is  that  the  Secretary  of  the  Treasury  shall 
officially  determine  and  issne  his  proclamation  permitting  the  entry  of  both 
neat  cattle  and  hides,  when  such  importation  will  not  tend  to  introduce  or 
spread  contagious  or  infectious  diseases  among  cattle  in  the  United  States. 

By  department  circular  No.  52,  Division  of  Customs,  Treasury  Department,, 
the  Acting  Secretary  of  the  Treasury  has  issued  a  proclamation,  in  accordance 
with  said  section  12  of  the  act  heretofore  referred  to,  admitting  the  importation 
of  cattle  from  Great  Britain,  etc.,  including  Mexico. 

I  learned,  while  in  Mexico  several  times  last  year,  that  cattle  from  Mexico 
are  excluded  from  entry  into  this  country.  Upon  inquiring,  I  am  informed  that 
they  are  excluded  by  your  department  Kindly  let  me  know  under  what  law 
of  Congress,  or  under  what  rules  and  regulations  of  your  department,  are 
these  cattle  excluded  from  entry  into  the  United  States,  in  view  of  the  procla- 
mation of  the  Secretary  of  the  Treasury. 

If  the  exclusion  Is  by  virtue  of  the  rules  and  regulations  of  the  department,, 
please  send  me  a  copy  of  such  rules  and  regulations  through  which  you  ex- 
dnde  these  cattle. 

Kindly  furnish  me  with  a  list  of  the  States  of  Mexico,  or  sections  thereof,  to 
which  these  rules  and  regulations,  if  any  there  are,  apply. 

Section  12  of  the  act  heretofore  referred  to,  in  the  proviso,  says :  "  The  Sec- 
retary of  the  Treasury  shall  officially  determine,  and  give  public  notice  thereof, 
that  such  importation  will  not  tend  to  the  introduction  or  spread  of  contagloua 
or  Infectious  diseases  among  the  cattle  of  the  United  States." 

If  cattle  in  any  section  of  Mexico  are  infected  with  ticks,  why  can  not  such 
cattle  be  imported  into  the  United  States  provided  they  are  slaughtered  Imme- 
diately thereafter  in  a  territory  where  cattle  are  infected  with  ticks?  And  why 
can  not  such  Mexican  cattle  infected  with  ticks  be  permitted  to  graze  in  a 
territory  of  the  United  States  wherein  the  cattle  are  Infected  with  ticks? 

Again,  why  can  not  cattle  which  are  free  from  ticks  and  found  so  upon  an 
examination  by  United  States  veterinary  surgeons,  from  a  quarantine  district 
in  Mexican  territory,  be  admitted  for  grazing  south  of  the  quarantine  line  in 
the  United  States? 

As  to  South  and  Central  America :  What  quarantine  stations  have  been  fixed 
by  you  with  regard  to  the  importation  of  cattle  for  slaughter  or  otherwise  into 
the  United  States  from  South  and  Central  America?  What  from  Canada? 
What  from  Mexico? 

Are  there  any  quarantine  stations  for  the  inspection  of  cattle  entering  the 
United  States,  under  the  proclamation  of  the  Secretary  of  the  Treasury,  which 
is  referred  to  above.  In  the  south  Atlantic  ports  or  in  the  Gulf  ports?  If  so» 
kindly  name  the  porta 

What  quarantine  stations  have  been  established  In  the  north  Atlantic,  the 
Canadian  coast  on  the  Pacific,  and  the  object  thereof? 

You  can  understand,  Mr.  Secretary,  that  my  purpose  in  inquiring  into  these 
matters  Is  due  to  the  exorbitant  price  of  meat  in  this  country,  against  which 
the  consumers  of  the  land  are  protesting  in  every  way  possible,  including  total 
abstlnance  from  the  consumption  of  meat.  This  is  the  primary  reason;  but 
more  important,  possibly,  to  the  people  of  my  section  of  the  country  Is  the 
fact  that  the  rice  producers  of  Louisiana  and  Texas,  the  development  of  which 
Industry  you  have  probably  done  more  than  any  Individual,  have  an  important 
by-product  which  now  goes  to  waste — the  second  growth  of  rice  after  the  crop 
has  been  harvested. 

I  notice  in  the  papers  that  the  western  farmers  utilize  such  by-product  of 
the  farm  in  fattening  cattle  for  the  market  Why  can  not  our  rice  farmers 
utilise  this  by-product,  thus  enhancing  the  profit  of  their  farms  and  cheapening 
the  price  of  meat  to  the  consumers? 

You  can  understand  that,  if  their  cattle  already  have  ticks,  other  tick  cattle 
brought  in  among  them  can  not  possibly  damage  them ;  whereas  this  by-product 
can  not  be  utilized  by  shipping  northern  cattle  into  these  fields  because  such 
cattle,  you  contend,  would  die  of  Texas  fever  if  they  were  brought  down  there. 

I  am  submitting  these  questions  to  you  in  all  good  faith,  and  have  always  in 
sight  the  public  good  of  the  people  of  this  country.  I  know  that  you  will  give 
this  matter  your  consideration,  and  if,  in  your  judgment,  the  law  does  not 
warrant  the  contention  that  I  made  to  you  Saturday,  I  wish  that  you  would 
add  to  the  information  that  you  give  me  what  action  Congress  may  take  to 
permit  you  to  effect  these  much-needed  changes. 

Very  respectfully,  R.  F.  Bboussabd, 

Member  of  Congress  from  Louisiana^ 
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r>EPARTMrNT  OF   AcRTCTLTrRE, 

Office  of  the  Secbetaby, 
Washington,  D.  C,  March  i,  1910, 
Hon.  R.  F.  Bboussabd, 

House  of  Representatives. 

Deab  Sib  :  Referring  to  your  letter  of  February  21,  relative  to  the  laws  and 
regulations  governing  the  importation  of  cattle  into  the  United  States  from 
foreign  countries,  it  will  be  noted  that  section  12  of  the  tariff  act  of  August  5, 
1909,  is  a  reenactment  of  the  act  of  July  24,  1897,  doing  away  with  the  necessity 
of  a  proclamation  by  the  President  in  determining  the  countries  from  wbiefa 
importations  of  cattle  can  be  made,  by  providing  for  the  suspension  of  the  pro- 
hibition, when  the  Secretary  of  the  Treasury  shall  officially  determine,  and 
give  public  notice  thereof,  such  notice  being  published  on  recommendation  of 
this  department,  ^he  prohibition,  therefore,  having  been  suspended  by  the 
Issuance  of  Treasury  Department  Circular  No.  52,  Division  of  Customs,  1909, 
80  far  as  the  importation  of  cattle  from  Great  Britain,  Ireland,  and  the  Channel 
Islands,  and  the  countries  of  North  America,  including  Mexico,  is  concerned, 
cattle  are  eligible  for  importation  from  these  countries  under  the  regulations 
of  this  department,  as  contained  in  Bureau  of  Animal  Industry  Order  No.  142, 
copy  herewith,  regulation  11  of  which  provides: 

''Any  i)erson  contemplating  the  importation  of  cattle,  sheep,  and  other  rumi- 
nants and  swine,  from  any  part  of  the  world  except  North  America,  must  first 
obtain  from  the  Secretary  of  Agriculture,  two  permits,  etc." 

North  America  includes  Mexico  and'  Canada.  A  permit  from  these  countrlen 
Is  not  required,  but  regulations  34  to  44  cover  the  different  kinds  of  stock  thai 
would  be  imported  from  Canada,  and  regulation  45  to  52  those  that  would  be 
imported  from  Mexico. 

Regulation  48  provides  that  cattle  for  immediate  slaughter  may  be  admitted 
when,  by  inspection,  they  are  found  free  from  disease,  whereas  cattle  brought 
in  from  Mexico  for  grazing  would  be  subject  to  the  provisions  of  regulation  46. 
Cattle  for  importation  from  Mexico,  for  immediate  slaughter,  which  pass  a 
satisfactory  inspection,  as  required  by  regulation  48,  can  be  admitted  for 
slaughter,  while  those  for  grazing  or  feeding  would  be  subject  to  regulation  46^ 

It  will  be  seen  that  in  order  for  these  animals  to  pass  a  satisfactory  iosp&n- 
tlon.they  must  be  free  from  ticks,  which  ticks  carry  the  infection  of  disease; 
and,  furthermore,  they  must  meet  the  requirements  of  the  law  as  contained  in 
section  6  of  the  act  of  August  30,  1800,  to  wit : 

"That  the  importation  of  meat  cattle,  sheep,  and  other  ruminants,  and 
swine,  which  are  diseased,  or  infected  with  any  disease,  or  which  shall  Iiave 
been  exposed  to  such  Infection  within  sixty  days  next  before  their  exportation, 
is  hereby  prohibited ;  and  any  person  who  shall  knowingly  violate  the  foregoing 
provision  shall  be  deemed  guilty  of  a  misdemeanor,  and  shall,  on  conviction,  be 
punished  by  a  fine  not  exceeding  five  thousand  dollars  or  by  imprisonmait  not 
exceeding  three  years,  and  any  vessel  or  vehicle  used  in  such  unlawful  impor- 
tation with  the  knowledge  of  the  master  or  owner  of  said  vessel  or  vehicle 
that  such  importation  is  diseased  or  has  been  exposed  to  infection  as  herein 
described,  shall  be  forfeited  to  the  United  States."     (26  Stat.  L.,  416.) 

Cattle  are  permitted  entry  at  certain  border  points,  from  Mexico,  on  In- 
ppection,  when  they  meet  the  requirements.  Tick-infested  cattle,  however,  or 
cattle  from  a  tick-infested  section,  are  not  eligible  for  entry. 

It  would  therefore  seem  impracticable  to  make  any  satisfactory  arrange- 
ments for  the  importation  of  cattle  from  Mexico  or  any  other  tick-infested 
country  through  the  port  of  New  Orleans,  as  the  finding  of  ticks  upon  inspec- 
tion at  that  port  would  prevent  tJieir  entrance  under  the  law,  even  for  slaughter, 
while  the  inspection  can  be  made  at  points  along  the  International  boundary 
line,  and  if  the  animals  are  found  to  be  infested  with  ticks  they  can  be  turned 
back. 

There  are  no  quarantine  stations  for  the  reception  of  live  stock  in  the  South 
Atlantic  or  Gulf  ports,  as  these  ports  border  on  tick-infested  States.  Cattle 
could  therefore  not  be  brought  into  th»n.  except  for  immediate  slaughter,  as 
they  would  become  infected  with  southern  cattle  fever,  unless  they  were  brought 
from  a  tick-infested  country,  and  the  importation  of  cattle  from  such  country 
Is  prohibited  by  law. 

Very  respectfully, 

JA1CB8  M.  Wilson,  Beeretary. 
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Here  is  report  made  by  an  American  named  G.  L.  Andrews, 
whom  I  know  very  well.  He  owns  a  large  ranch  in  Sonora,  Mexico. 
He  shows  that  their  efforts  in  that  section  have  not  resulted  in  any 
possibility  of  their  taking  cattle  across  the  line,  even  though  the 
mternational  line  is  only  marked  by  a  marble  snaft  every  league, 
every  8  miles;  that  cattle  from  a  ranch  in  Mexico  would  go  at  will 
into  Arizona  or  New  Mexico,  and  that  cattle  from  New  Mexico 
and  Arizona  go  at  will  and  mix  with  the  herds  in  Mexico.  He 
.shows  that  the  brand  was  sufficient  to  prevent  a  steer,  even  though 
it  was  found  within  American  territory,  from  going  to  El  Paso  or 
going  to  any  American  market,  because  it  bore  a  Mexican  brand. 
The  fact  that  an  animal  was  branded  with  a  Mexican  brand  kept 
it  away  from  the  territory  even  where  found,  and  it  had  to  be 
driven  back  across  the  line.  Of  course,  I  am  not  criticizing  the 
Department  of  Agriculture.  They  must  have  some  method  by  which 
they  are  to  determine  what  cattle  may  go  to  market  and  what  cattle 
may  not,  but  it  does  seem  awfully  silly  that  because  there  are  two 
steers  found,  say,  in  the  neighborhood  of  Douglas,  one  with  an 
American  brand  and  the  other  with  Mr.  Andrews's  brand  upon  it — 
the  two  ranches  bordering  one  another,  with  no  fence  in  between — 
that  one  can  go  to  the  slaughterhouse  and  help  supply  the  meat  de- 
mand, or  go  to  the  feeders  in  the  West  and  help  supply  them  with 
material  with  which  to  work,  while  the  other  is  excluded  entirely 
from  coming  in,  although  grazing  side  by  side  with  the  other. 

This  report  was  made  in  1910,  during  the  Madero  revolution,  and 
at  that  time  there  were  thousands  of  cattle  there.  I  was  buying 
meat  at  our  camp  in  Sonora  from  Andrews;  I  was  buying  half  a 
steer  twice  a  week  before  this  last  revolution  drove  my  people  out 
of  the  work  that  we  were  doing  there,  paying  4  and  4i  cents  a  pound, 
25  cents  Mexican  per  kilo,  and  the  other  half  of  that  steer  was 
taken  across  the  line  into  Douglas  and  sold  for  12  and  13  or  more 
cents  a  pound.  They  could  not  take  the  steer  across;  they  killed  it 
on  the  Mexican  side,  and  thev  could  bring  the  hide  across  with  the 
ticks  on  it,  and  could  bring  the  meat  across,  but  could  not  drive  the 
fcteer  across.  You  will  find  in  this  report  that  Mr.  Andrews  finally 
came  here,  went  to  the  department,  and  secured  permission  from  the 
Secretary  of  the  Treasury — and  this  is  not  said  in  criticism,  but  I 
want  to  call  attention  to  the  folly  of  exercising  quarantine  regulations 
80  as  to  bar  American  citizens  from  getting  meat  in  this  country — 
to  build  his  slaughterhouse  on  the  Mexican  side  of  the  international 
line,  his  pen  on  the  Mexican  line,  he  could  kill  his  steers  on  the 
Mexican  side  and  upon  paying  the  duty  pass  the  meat  through  a  door 
to  the  American  side.  He  could  pass  the  hides,  hoofs,  hair,  and 
everything  right  across,  paying  the  requisite  duty  at  that  time  upon 
the  meat — ^now  it  is  free — and  then  dispose  of  it  on  the  American 
ride ;  yet  he  could  not  drive  that  steer  across ;  if  he  found  it  on  the 
American  side  he  had  to  drive  it  back  to  the  Mexican  side  in  order 
to  be  able  to  dispose  of  it,  as  he  describes.  We  have  been  exercising 
this  method  of  quarantine  in  that  way,  despite  the  diminishing  sup- 
ply of  meat  in  this  country.  There  are  not  so  many  cattle  in  Sonora, 
Chihuahua,  or  the  northern  States,  as  there  were  at  that  time,  be- 
cause they  have  been  in  a  state  of  revolution  there  all  the  time  since, 
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and  they  have  not  respected  the  ownership  of  cattle  any  more  than 
they  have  respected  the  ownership  of  horses  or  other  property. 
.  (Mr.  Andrews's  letter  follows :) 

Washington,  D.  C,  February  21,  1910. 
Hon.  R.  F.  Bboussabd, 

House  of  Representatives,  Washington,  D.  0. 

Dear  Sis:  In  accordance  with  our  conversation  at  Douglas,  Ariz.,  last 
December,  while  you  were  there  on  business  connected  with  your  operations 
on  one  of  my  ranches  In  Sonora,  Mexico,  and  your  request  for  me  to  investigate 
matters  pertaining  to  the  importation  of  neat  cattle  into  tlie  United  Stntes 
from  Sonora,  I  beg  now  to  make  a  brief  report  of  matters  that  have  come  to 
my  attention  sinoe  that  time,  in  order  that  you  may  be  fully  aware  of  the 
situation  relative  to  this  subject 

You  asked  me  how  It  was  that  I  could  afford  to  sell  to  your  company,  openit- 
ing  on  its  mining  concessions  on  one  of  my  ranches,  first-class  beef  meat  for 
25  cents  Mexican  per  kilo,  or  4^  cents  per  pound  gold,  and  deliver  the  meat  at 
your  St  Mary  Springs  camp,  a  distance  of  about  9  miles  from  my  headquarters 
on  the  same  ranch.  I  tben  told  you  that  the  reason  that  I  could  do  that  was 
because  I  had  it  to  do.  I  had  no  other  market  sufficient  to  take  all  of  the 
cattle  that  I  had;  that  I  had  steers  on  my  ranches  that  were  about  to  die  of 
old  age,  and  that  if  I  did  not  find  a  market  soon  for  them  they  would  die 
of  old  age. 

By  limited  market  I  mean  it  is  that  limited  to  the  demand  for  beef  in  tbe 
local  market  of  Douglas,  Ariz.  By  special  i)ermit  of  the  Department  of  Agri- 
culture I  can  deliver  a  certain  number  of  my  cattle,  after  paying  duty,  across 
the  international  line  under  the  following  circumstances: 

I  am  permitted  to  bring  cattle  from  my  ranches,  which  are  in  a  quarantine 
territory,  and  deliver  on  the  American  side  of  the  International  line  by  special 
permit  of  the  department  at  Washington,  a  limited  number  of  cattle,  which  I 
am  able  to  dispose  of  in  the  local  market  at  about  3  cents  per  pound  on  the 
hoof.  This  outlet  would  be  satisfactory  were  it  not  for  the  limited  number 
wliich  it  takes  to  supply  the  local  demand.  The  cattle  that  I  have  annually 
exceeds  the  number  required  for  the  local  market;  hence  I  have  no  outlet  ex- 
cept at  your  camp,  where  I  am  enabled  to  sell  you  beef  at  this  price  for  the 
reason  that  hides  are  worth  21  cents  per  pound  in  the  American  market;  and 
I  am  permitted  to  introduce  those  hides  without  question  in  any  condition  in 
the  American  market. 

The  above  referred  to  exit  is  known  as  the  quarantine  pens  which  abuts  the 
international  line,  corrals  being  located  on  the  Mexican  side  communicating 
with  the  pens  on  the  American  side  of  the  line  through  a  chute.  The  only 
outlet  for  the  American  corral  is  for  beef  quartered  for  the  market  or  for  the 
refrigerator,  so  that  when  I  drive  my  steers  through  the  chute  from  the  Mexicau 
to  the  American  corrals  they  are  immediately  slaughtered — ^the  only  outlet 
for  the  American  corrals  being  a  small  door  in  the  slaughterhouse  which  per- 
mits the  passage  of  one-fourth  of  a  beef  at  the  time,  making  it  physically  im- 
possible for  a  steer,  after  once  entering  those  corrals,  to  leave  except  through 
a  slaughterhouse  door,  or  back  through  Mexico,  the  same  way  which  they 
entered.  The  keys  to  those  pens  are  in  the  possession  of  the  American  custom- 
house authorities. 

As  to  the  importation  of  neat  cattle  from  Sonora  into  the  United  States, 
about  which  you  asked  me,  I  can  report  only  partially,  probably;  and  I  give 
you  below  the  information  that  I  have  been  able  to  ascertain  on  that  subject 

W.  C.  Greene,  of  the  Cananea  Cattle  Co^  exports  annually,  probably  20,000 
head;  perhaps  75  per  cent  of  the  number  are  cattle  purchased  from  other 
ranches,  including  myself  in  times  past,  while  the  balance  are  of  his  own 
raising. 

B.  A.  Packard  exports  in  the  neighborhood  of  10,000  annually  through  the 
port  of  Herford.  Various  ranches  to  the  south  of  Douglas,  in  tbe  mountain 
district,  export  some  12,000  or  15,000  during  the  year.  Oter  ports  of  entry, 
within  the  State  of  Sonora.  are  Nogales  and  Sasabe,  from  which  ports  some 
20,000  or  30,000  are  exported  annually.  The  above,  to  the  best  of  my  knowledge, 
are  the  only  ports  from  which  cattle  at  the  present  time  are  being  entered 
from  Sonora  into  the  United  States. 

Heretofore  it  has  been  the  custom,  and  even  at  the  present  time,  for  the 
above-mentioned  ranches,  particularly  the  Cananea  Cattle  Co.,  to  purchase  all 
cattle  offered  from  any  point  in  Sonora  adjacent  to  their  properties  at  prices 
which  vary  from  year  to  year,  according  to  the  supply  and  demand,  but  whidi 
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at  the  present  time  are  as  follows:  $7,  yearlings;  $9,  2-year  olds;  $12,  B* 
year  olds;  and  $14  for  4-year  olds  and  up.  Mr.  Greene  takes  those  cattle 
to  his  property,  which  is  adjacent  to  my  own  and  other  ranches,  which  by 
the  department  are  considered  in  quarantine  territory;  where,  after  some  60  or 
90  days,  they  are  offered  for  import  Into  the  United  States  and  shipped  ns  feeders 
to  all  ports  of  the  country,  whether  the  territory  to  which  they  are  sliipped  be 
quarantine  or  otherwise;  but  these  cattle  go  principally  to  California,  the 
Dakotas,  and  to  the  Northwest. 

This  being  a  large  occurrence  typifies  other  occurrences  of  a  similar  character, 
80  I  need  give  you  only  the  details  of  this  other  one :  On  the  14th  of  the  present 
month  some  7,000  head  of  cattle  were  crossed  at  the  port  of  Columbus,  which 
is  the  first  port  of  entry  east  of  Douglas,  Ariz.,  and  the  only  one  between  there 
and  El  Paso,  Tex.  Those  cattle  were  crossed  on  the  hoof  and  loaded  hi  El  Paso 
&  Southwestern  cars  for  shipment  to  California.  They  came  from  the  State  of 
Chilraahua,  which  adjoins  Sonora,  a  territory  which  the  department  considers 
exempted  from  ticks.  The  territory  on  the  American  side  of  the  line  In  Arizona 
and  In  New  Mexico  Is  considered  by  the  department  as  clean  territory,  notwith- 
standing the  fact  that  during  the  various  seasons  of  the  year  cattle  pass  freely 
from  one  side  to  the  other  of  the  international  line  and  intermix.  During  the 
spring  round-ups  those  cattle  are  gathered  and  taken  to  their  respective  ranches 
without  question.  Sonora  cattle  are  supposed  to  be  contaminated;  Arizona 
cattle  are  free  to  be  loaded  and  taken  to  any  port  whatsoever  in  the  United 
States.  I  fail  to  understand  why  an  Imaginary  line  should  be  respected  by  a 
tick,  or  how  the  tick  can  select  the  Mexican  steer  from  among  the  American 
steers  to  attach  himself. 

This  is  a  condition  which  we  find ;  the  Justice  of  It  Is  not  for  us  to  decide. 

This  year  I  have  been  offered  and  declined  for  my  cattle  the  prices  which  I 
have  herein  quoted  by  agents  of  the  Cananea  Cattle  Co.,  because  of  the  fact 
of  the  high  prices  of  cattle  prevailing  in  the  United  States,  having  foreknowl- 
edge of  the  fact  that  the  Cananea  Cattle  Co.  Intended  to  ship  these  cattle  into 
the  United  States  after  purchasing  from  me,  and  thereby  secure  the  high 
American  market  In  the  final  disposition  of  them.  A  steer,  which  on  my  ranch 
would  w^gh  1,000  to  1,100  pounds,  would  bring  me  when  sold  to  the  Cananea 
Cattle  Co.  $14,  while  the  same  steer  costs  in  duty  27i  per  cent,  or  $3.85.  plus 
transportation  to  market  in  the  United  States — say,  $4,  making  the  steer,  when 
delivered  at  the  market,  $21.86.  The  price  of  steers  in  Chicago  is  9  and  a 
fraction  cents  per  pound,  making  this  steer,  if  he  weighed  1,000  pounds,  sell  for 
more  than  $90.  This,  in  my  Judgment,  has  something  to  do  toward  the  high 
price  of  meat  in  the  United  States,  and  which  has  brought  about  the  present 
universal  agitation  throughout  that  country. 

I  have  to-day  had  a  long  conference  with  Dr&  Melvln  and  Hickman,  of  the 
Bureau  of  Animal  Industry,  with  regard  to  having  some  of  my  cattle  in- 
spected for  shipment  to  Los  Angeles  for  immediate  slaughter,  which  privilege 
had  previously  been  denied  me  at  El  Paso.  These  gentlemen  have  promised  me 
an  inspection,  and  I  am  in  hopes  that  conditions  will  soon  Improve,  the  result 
of  which  will  be  of  benefit  to  the  American  consumer  as  well  as  to  the  ranchers 
in  Sonora,  whose  cattle  are  not  permitted  to  be  imported  Into  the  United  States. 

I  would  say,  in  passing;  that  I  am  offered  better  prices  for  my  cattle  this 
year  tlian  ever  before;  in  fact,  the  prices  herein  quoted  are  better  than  they 
were  last  year  and  previous  thereto.  At  that  time  there  was  no  outlet  for  these 
cattle. 

Mr.  Pesqulera,  son  of  former  Gov.  Pesqulera,  of  Sonora,  a  neighbor  of  mine 
and  owner  of  some  15,000  or  20,000  head  of  cattle,  was  reduced  to  the  extremity 
of  killing  his  cattle  for  their  hides  and  a  certain  amount  of  Jerkey  which  was 
secured  from  each  kill — ^the  hides  bringing  21  cents  per  pound  in  the  American 
market,  allowing  him  $6  which  a  steer  would  produce  in  this  way. 

I  have  given  you  a  report  such  as  I  have  been  able  to  gather  while  attending 
to  my  business,  and  I  trust  that  it  may  be  of  service  to  you.  I  am  of  the 
opinion  that  if  the  matter  were  specially  Investigated  by  some  one  with  the 
time  and  opportunity  to  travel  through  that  section  of  the  country  much  more 
information  could  be  ascertained  than  I  have  been  able  to  furnish.  If  there 
is  any  further  information  that  I  can  give  you  I  will  gladly  do  so,  if  it  be  within 
my  power. 

Yours,  respectfully, 

O.  L.  Andbews. 

In  1911  the  agricultural  appropriation  bill,  if  you  remember,  be- 
came a  law  on  the  very  day  Congress  adjourned,  and  our  good  friend, 
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Mr.  Burleson,  Postmaster  General — he  was  then  a  member  of  this 
committee,  I  think 

The  Chairman   (interposing).  Not  at  that  time. 

Mr.  Broussard.  I  do  not  know  whether  he  was  or  not,  but  at  any 
rate  he  had  this  proposition  put  in  the  agricultural  bill  of  that  year. 
Some  time  ago  I  called  the  chairman's  attention  to  it: 

The  act  of  August  30,  1890,  Is  hereby  amended  so  as  to  authorize  the  Secre- 
tary of  Agriculture,  within  his  discretion,  and  under  such  Joint  regulations  as 
may  be  prescribed  by  the  Secretary  of  Agriculture  and  the  Secretary  of  the 
Treasury,  to  permit  tiie  admission  of  ticlc-infested  cattle  from  Mexico  into  that 
part  of  Texas  below  the  southern  cattle  quarantine  line. 

I  did  not  know  it  was  in  that  bill  until  I  saw  it  subsequently, 
possibly  because  it  was  put  in  there  during  the  last  day  of  the  session. 
However,  that  opened  all  of  the  ports  along  the  border  between 
Mexico  and  the  United  States.  It  opened  the  port  of  Galveston,  and 
i*attle  from  Progreso,  say,  could  be  carried  by  water  to  Galveston. 

I  wrote  to  Dr.  Melvin  and  asked  him  how  many  cattle  were  im- 
ported into  Texas  under  this  provision  of  the  act  of  1911.  Presumably 
he  did  not  have  the  data,  or  all  of  it,  available,  but  he  made  this 
report  to  me: 

United  States  Depabtment  of  Aobicultubb, 

BuBEAU  OF  Animal  Indubtbt, 
Washington,  D.  C,  January  2B,  1914, 
Hon.  R.  F.  Bboussabd, 

House  of  Representatives. 

Dear  Sib:  I  beg  to  acknowledge  the  receipt  of  your  letter  of  January  19, 
requesting  information  concerning  the  ports  which  are  now  open  for  the  im- 
portation of  Mexican  or  South  or  Central  American  cattle  and  the  restrictions 
placed  upon  their  importation.  Please  find  herewith  inclosed.  In  acordance  witli 
your  request,  copy  of  B.  A.  I.  Order  180,  in  which  you  will  find  printed  at  page 
24  the  laws  under  which  these  regulations  are  made,  and  note  that  section  6 
df  the  act  of  Congress  approved  August  80,  1890,  prohibits  the  importation  of 
cattle  which  are  Infected  or  which  have  tteen  exposed  to  the  infection  of  diseBse 
within  60  days  next  before  their  exportation.  This  includes  cattle  carrying 
southern  cattle-fever  infection.  At  the  t)Ottom  of  page  26  please  note  extract 
from  the  agt  approved  March  4,  1911,  which  provides  for  the  admission  of  tick- 
infested  cattle  from  Mexico  into  that  part  of  Texas  below  the  southern  cattle 
quarantine  line.  This  constitutes  the  only  exception  to  the  prohibition  as  con- 
tained in  the  aforementioned  act. 

Since  the  tariff  act  of  October  3  placing  cattle  on  the  free  list  went  into  effect, 
145,397  cattle  have  been  imported  from  Mexico  into  Texas,  as  follows : 

El  Paso 69, 782 

Eagle  Pass 9, 045 

Laredo 16,975 

Brownsville 18, 081 

Galveston 284 

Del  Bio 1,422 

San  Ignacio 10,042 

Palafox 2,191 

Minora 888 

Bdlnburg -' 7,  M 

Rio  Grande  City 2,098 

Roma 4. 081 

Pumpville 1.538 

Alamit  Crossing W5 

Lantry 1.016 

Santa  Maria 26 

Comstock 698 

Totel 146,397 

During  the  same  period  in  1912  60,008  cattle  were  Imported. 
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Cattle  in  any  cnse  would  not  be  permitted  from  the  South  American  Repub- 
lics on  account  of  the  existence  of  foot-and-mouth  disease  lu  such  countries. 
It  has  been  the  policy  of  the  department  ever  since  the  establishment  of  the 
Bureau  of  Animal  Industry  not  to  permit  the  importation  of  cattle,  sheep,  and 
swine  from  countries  in  which  foot-and-mouth  disease  exists. 
Telegrams  forwarded  with  your  letter  are  herewith  returned. 
Very  truly,  yours, 

A.  D.  Melvin,  Chief  of  Bureau, 

I  have  information  from  a  friend  of  mine  in  St.  Louis  that  a  couple 
of  gentlemen  went  out  recently  to  buy  cattle  upon  a  profit  of  $2  a 
head;  that  they  had  contracted  for  16,000  head  of  cattle  since  this 
letter  was  written,  and  when  they  undertook  to  take  them  across  they 
found  that  the  constitutionalists  had  put  a  tax  of  $20  a  head  upon 
cattle  for  export,  consequently  no  money  was  to  be  made,  and 
importations  have  stopped,  to  a  certain  extent,  if  not  altogether. 

Now,  here  is  a  copy  of  a  letter  which  was  sent  to  me  by  the  Live 
Stock  Exchange  in  New  Orleans,  addressed  to  the  Department  of 
Agriculture  by  the  Galveston  Commercial  Association.  This  was  on 
December  17, 1913 — I  thought  it  was  1914,  but  it  was  last  December, 
and  that  was  while  these  importations  were  going  on : 

Galveston,  Tex.,  Decemher  17,  191S. 

Depabtuent  of  Agriculture,  Washington,  D.  C. 

Dear  Sibs:  Referring  to  letter  from  your  Acting  Secretary  dated  November 
20,  we  are  fully  aware  that  the  present  regulations  prohibit  the  importation  of 
tick-infested  cattle  from  all  countries  except  Mexico. 

Of  course,  they  claimed  exemption  under  that  provision  of  the 
appropriation  bill  of  1911. 

But  what  we  want  to  bring  about  now  is  legislation  by  Congress  that  will 
permit  of  the  importation  of  such  cattle  through  the  port  of  Galveston  from 
Honduras  and  Venezuela. 

We  are  asking  for  these  two  countries  only  because  we  understand  that  the 
department  will  have  to  make  some  Investigations  before  Congress  will  pass 
this  legislation,  and  we  do  not  desire  that  the  time  of  the  department  shall  be 
taken  up  in  investigating  conditions  in  countries  from  which  there  is  no  prospect 
of  our  importing  cattle. 

These  two  countries  are  the  only  two  from  which  cattle  are  liable  to  be  im- 
ported into  the  United  States. 

We  have  to-day  addressed  Hon.  A.  W.  Gregg,  Representative  from  this  district, 
and  Hon.  Morris  Shepperd,  Senator  from  Texas,  on  this  subject,  and  trust  you 
will  find  it  convenient  to  give  this  matter  your  prompt  consideration. 
Yours,  truly, 

Galveston  Commercla^l  Association. 

Then  here  is  a  letter  written  to  me  by  the  Live  Stock  Exchange  in 
New  Orleans,  along  the  same  lines,  inclosing  copies  of  letters  ad- 
dressed by  the  Galveston  Commercial  Association  to  Mr.  Gregg  and 
Senator  Sheppard. 

(Said  letters  follow:) 

New  Orleans  Live  Stock  Exchange  (Ltd.), 

Crescent  City  Stock  Yards, 
New  Orleans,  La.,  December  29,  1919, 
Bon.  Robert  A.  Broubsard, 

Washington,  D.  C. 

Dear  Sib  :  Since  writing  yon  under  date  of  December  11,  relative  to  Congress 
ordering  New  Orleans  to  be  opened  as  a  port  of  entry  to  Mexican  cattle,  I  have 
foand  out  that  the  Texas  people  are  making  an  effort  to  have  Honduras  and 
Venezuela  cattle  brought  into  Texas  under  the  same  regulations  as  are  Mexican 
cattle. 
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I  am  inclosing  copies  of  letters  that  have  been  forwarded  to  Messrs.  Gregg 
and  Sheppard  on  this  subject  by  the  Galveston  Association  of  Ck>nunerce,  and 
from  what  I  can  gather  I  think  the  movement  will  meet  with  succesa 

There  is  no  reason  why  these  cattle  could  not  be  brought  into  New  Orleans 
under  the  same  conditions;  we  are  below  the  southern  cattle  quarantine  line, 
the  same  as  the  ports  in  Texas  that  are  open,  and  the  benefits  to  the  local 
Industry  and  the  general  public  would  be  wonderful  if  cattle  from  these  coun- 
tries could  be  brought  in  here. 

I  am  constantly  recei\ing  inquiries  regarding  the  possibility  of  opening  this 
port,  and  I  trust  that  something  may  be  done  along  this  line.  I  am  under  tbe 
impression  that  the  Department  of  Agriculture  has  already  investigated  the 
cattle  situation  in  Honduras  and  Venezuela,  and  I  think  the  agent  who  was 
sent  to  look  into  the  situation  made  a  favorable  report  They  have  a  good 
class  of  cattle  there,  and  they  could  be  brought  into  tlUs  country  at  a  minimum 
expense. 

With  best  wishes  for  the  New  Year,  I  am, 
Very  sincerely, 

T.  J.  Pebbin,  Secretary. 

Galveston,  Tex.,  December  17,  191S. 
•Hon.  A.  W.  Gkego, 

Washington,  D,  C, 

Deab  Sib  :  We  wired  you  last  night  suggesting  that  arrangements  should  be 
made  to  at  once  eliminate  the  restrictions  which  now  apply  on 'the  movemoitB 
of  tick-infested  cattle  from  Honduras  and  Venezuela  to  Galveston. 

There  is  a  prospect  of  movement  of  cattle  from  these  countries  to  Galveston, 
and  by  limiting  our  efforts  to  these  countries  at  the  present  time  positive  action 
can  undoubtedly  be  taken  by  Congress  at  this  session  to  pass  the  necessary 
legislation. 

It  will  probably  be  necessary  for  the  Department  of  Agriculture  to  investi- 
gate the  conditions  in  these  two  countries  before  the  legislation  can  be  had, 
and  by  limiting  our  efforts  to  two  countries  we  prevent  the  consumption  of  a 
great  deal  of  time  by  the  department  in  investigating  the  situation  in  a  num- 
ber of  countries  from  which  no  cattle  movement  will  perhaps  be  made. 

I  wish  you  would  give  this  matter  your  immediate  attention  and  urge  all 
possible  action  that  will  bring  about  permission  to  import  tick-infested  cattle 
from  Honduras  and  Venezuela. 
Yours,  truly, 

Galveston  Gommebcl^ll  Association. 


Galveston,  Tex. 
Hon.  MoBBis  Sheppabd, 

Washington,  D.  C. 

Dbab  Sib:  Referring  to  your  letter  of  December  1,  inclosing  one  from  the 
Chief  of  the  Bureau  of  Animal  Industry,  Department  of  Agriculture  (his  file 
U-9.527.1),  we  are  fully  aware  of  the  conditions  which  the  chief  of  the  bureau 
recites. 

However,  Galveston  people  are  now  engaged  in  the  handling  of  cattle  from 
Honduras  and  Venezuela,  and  we  know  that  outside  of  ticks  there  is  no  objec- 
tionable feature  to  be  found  attached  to  them. 

I  understand  that  it  may  be  necessary  for  the  D^[)artmeDt  of  Agriculture, 
through  the  Bureau  of  Animal  Industry,  to  investigate  the  conditions  in  Hon- 
duras and  Venezuela  with  respect  to  the  importing  of  cattle  before  Congress 
passes  the  necessary  legislation,  or  at  least  before  the  cattle  can  be  imported  into 
the  United  States,  and  I  would  thank  you  to  present  this  matter  to  the  d^Mirt- 
ment  at  your  very  earliest  convenience,  with  the  suggestion  that  the  matter 
should  be  given  earnest  and  immediate  attention;  and  I  hope  you  will  confer 
with  Representative  Gregg  and  arrange  that  the  necessary  legislation  be  intro- 
duced into  Congress  and  acted  upon  at  the  earliest  possible  moment 

Yours,  truly, 

Galveston  Commebcial  Associatioit. 

Mr.  Sloan.  To  what  extent  are  the  people  of  Louisiana  interesting 
themselves  in  clearing  the  cattle  tick  from  the  limits  of  that  State? 

Mr.  Broussard.  There  has  not  been  very  much  work  done  so  far, 
but  I  understand  the  department  has  taken  up  the  matter  with  the 
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governor.    The  legislature  has  just  met,  and  I  understand  there  is 

?)ing  to  be  cooperation  in  every  way  for  the  removal  of  the  ticks, 
ou  see,  we  have  not  yet  gotten  into  the  cattle  business  down  there, 
and  in  the  sugar  country  we  must  clean  up  those  places  if  we  are 
going  to  raise  cattle. 

Mr.  Hauoek.  Now,  the  $50,000  that  was  referred  to  was  appro- 
priated for  the  purpose  of  encouraging  cattle  raising  in  the  South  ? 

Mr.  Bboussabd.  I  imagine  that  is  what  the  department  is  going  to 
do.  As  you  know,  the  purpose — ^it  was  not  very  definite  in  the  ap- 
propriation as  it  finaUv  passed  the  House,  and  I  do  not  know  how  it 
reads  now  that  the  Senate  has  recast  the  wording  of  the  appro- 
priation. 

Mr.  Haugbn.  I  think  it  has  been  included  in  the  bill  by  the  Senate 
and  increased,  and  that  the  language  included  in  the  bill  is  now 
much  broader.  But  my  understanding  was  that  it  was  to  help  the 
farmers  to  grow  cattle,  and  that  this  proposition  now  is  to  let  in  the 
cattle  infected  with  these  cattle  ticks. 

Mr.  Bhoxtssabd.  No  ;  that  is  not  the  proposition. 

Mr.  Haugen.  All  that  is  required  here  is  the  affidavit  of  the  owner 
and  the  shipper  that  the  cattle  are  not  infected  with  certain  diseases. 

Mr.  Broussabd.  I  think  if  you  will  read  my  bill  you  will  find  that 
it  contains  every  safeguard  that  is  now  being  used  to  prevent  the 
importation  of  tick-in^ted  cattle  from  Mexico  into  Texas. 

Mr.  Haugen.  Well,  the  only  safeguard  is  the  affidavit  from  the 
owner  and  shipper. 

Mr.  Bboussabd.  No,  sir;  quarantine  is  provided  for. 

Mr.  Hat7gen«  As  to  quarantine,  that  may  be  true,  but  no  certificate 
is  required  from  some  official  over  on  the  other  side  certifying  tiiat 
the  cattle  are  so-and-so. 

Mr.  Bboussabd.  No;  but  there  is  more  than  that.  That  is  not  the 
method  pursued  in  Texas  at  all,  and  they  have  cattle  coming  from 
Mexico  mto  Texas  all  the  time.  Those  cattle  are  inspected,  and  if 
found  to  have  one  tick  on  them  they  are  dipped  right  awav  and  kept 
in  quarantine  until  they  are  declared  to  be  perfectly  safe  to  bring 
in  among  the  other  cattle ;  at  least,  that  is  my  information.  Of  course, 
I  do  not  want  any  cattle  brought  here  that  nave  ticks^  and  I  have  at- 
tempted to  provide  the  same  safeguards  now  applied  to  Mexican 
cattle  entering  Texas.    - 

Mr.  Haugen.  It  seems  rather  inconsistent  to  appropriate  $100,000 
to  eradicate  the  tick  and  then  to  encourage  the  importation  of  cattle 
witJi  t^e  tick. 

Mr.  Bboussabd«  There  is  no  intention  to  encourage  the  importa- 
tion'of  cattle  with  ticks;  I  do  not  want  that. 

Mr.  Haugen.  But  under  the  present  law  it  is  left  in  the  discretion 
of  the  Secretary. 

Mr.  Bboussabd.  Yes,  sir. 

Mr.  Haugen.  And  if  we  report  your  bill  and  it  becomes  a  law,  it 
18  left  to  everybody,  is  it  not)  Is  it  not  safe  to  leave  it  to  the  dis- 
cretion of  the  Secretary  ? 

Mr.  Bboussabd.  With  this  restriction;  yes 

Mr.  Haugen  (interposing).  And  if  he  has  not  the  funds,  then  have 
Congress  appropriate  the  nmds  to  make  it  possible  for  him  to  ascer- 
tain the  facte. 
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Mr.  Broussasd.  Let  me  read  this  provision  from  the  bill: 

Provided,  That  all  tick-infested  cattle  offered  for  importation  from  the 
countries  and  the  islands  recited  herein  into  those  ports  of  the  United  States 
below  the  southern  cattle  quarantine  line  shall  be  Imported  throat  ports 
existing  or  located  in  that  territory  and  be  accompanied  by  an  aflSdayit  of  the 
owner,  stating  that  such  cattle  have  been  in  the  country  or  district  from  which 
shipped  for  six  months  next  preceding  the  date  of  the  importation;  that  no 
contagious,  Infectious,  or  communicable  disease  has  existed  among  them  or 
among  any  animals  with  which  they  have  come  in  contact  for  six  months  last 
passed,  except  the  so-called  Texas  or  splenetic  fever;  also,  by  affidarit  of  the 
importer  or  his  agent  supervising  the  shipment,  stating  that  the  c^tUe  have 
not  passed  through  any  district  infected  with  contagious  disease  affecting 
animals  of  their  kind,  except  the  so-called  Texas  or  splenetic  fever;  that  they 
have  not  been  exposed  in  any  possible  manner  to  the  contagion  of  any  con> 
tagious  disease  except  the  so-called  Texas  or  splenetic  fever;  and  that  the 
animals,  when  not  driven,  had  been  shipped  in  cars  and  vessels  which  have 
been  cleaned  and  disinfected  except  as  to  ticks. 

Mr.  Haugen.  It  is  exactly  as  I  stated ;  it  simply  requires  the 
affidavit  of  the  owner  and  snipper  and  no  certificate  by  any  Gov- 
ernment official.  If  you  ship  horses  from  Iowa  into  Dakota  you  have 
got  to  have  them  inspected  by  the  veterinarian,  and  if  we  take  that 
precaution  here  why  should  we  not  take  the  same  precaution  against 
foreign  animals? 

Mr.  Broussard.  I  am  not  arguing  against  precaution ;  on  the  con- 
trary,  I  am  arming  for  every  possible  precaution.  I  only  put  that 
in  the  bill  for  the  reason  that  the  department,  through  its  constituted 
authorities,  who  have  special  ^owled^e  of  this  matter,  thought  thst 
was  all  that  was  necessary,  and  that  is  all  they  are  doing  now,  and 
if  they  can  do  it  in  Texas  that  way  why  not  in  Louisiana? 

Mr.  Hauobn.  They  could  not  have  done  it  in  Texas. 

Mr.  Bboussard.  Perhaps  they  could  not,  but  the  fact  remains  that 
the  law  now  discriminates  in  favor  of  one  section  of  our  country  and 
a.gainst  all  other  sections. 

Mr.  Tayi/>r.  What  you  really  want  is  that  wholesome  cattle  shall 
come  in? 

Mr.  Broussahd.  Yes,  sir. 

Mr.  Taylor.  You  want  them  to  breed  and  have  wholesome  cattle? 

Mr.  Broussard.  I  want  to  have  good  stock,  and  I  really  think  this 
would  bring  it  about. 

Mr.  TAYiiOR.  But  now  the  qualifications  are  so  general  that  no 
cattle  can  come  in. 

Mr.  Broussard.  They  will  not  let  them  come  in  at  all. 

The  Chairman.  Let  me  ask  you  what  the  procedure  is  when  cattle 
come  into  Texas  from  Mexico  in  reference  to  dipping 

Mr.  Broussard.  They  dip  them.  If  they  find  any  necessity  foV  it, 
upon  inspection  of  the  herd,  they  dip  them.  If  they  find  any  trace 
of  ticks  or  have  any  doubt  as  to  the  accuracy  of  the  statement  they 
hold  them  in  quarantine,  dip  them,  and  redip  them  before  they  per- 
mit them  to  go  out  of  quarantine,  all  at  the  expense  of  the  man  who 
owns  them.  , 

The  Chairman.  The  safeguard  in  your  bill,  as  I  read  it,  is  con- 
tained in  section  3? 

Mr.  Broussard.  Yes,  sir. 

The  Chairman.  ^^  That  all  such  cattle,  when  entered,  shall  be  sub* 
ject  to  the  regulations  governing  the  handling  and  transportation  of 
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cattle  from  the  districts  infected  with  southern,  Texas,  or  splenetic 
fever.''    That  seems  to  be  the  real  safeguard. 

Mr.  Bboussabo.  Yes,  sir.  I  put  the  regulation  just  as  I  found  it 
in  the  regulations  of  the  department  governing  those  that  are  already 
coming  into  this  country  from  tick-mfested  countries,  but  if  that  is 
not  sufficient  I  want  that  safei^ard  enlarged  and  made  more  re- 
strictive as  to  the  bringing  in  ot  any  disease,  not  merely  tick  disease, 
but  any  disease. 

The  Chairman.  Would  you  have  any  objection  to  a  bill  that 
would  authorize  the  Secretarv  of  Agriculture  to  determine  the  ports 
at  which  these  animals  should  be  permitted  to  enter  and  which  would 
provide  that  he  would  have  authority  to  require  all  animals  to  be 
quarantined  at  these  ports  of  entry  for  a  sufficient  length  of  time  to 
remove  all  ticks  and  determine  whether  or  not  they  were  infected 
with  disease? 

Mr.  Bboussabd.  Certainly.  Of  course,  if  the  cattle  were  brought 
there  in  condition  to  be  slaughtered  at  the  port  of  entry,  then  the 
restriction  ought  not  to  be  laid,  because  they  are  not  passing  over 
from  there  to  any  portion  of  the  country  where  they  miffht  spread 
fever.  But,  on  the  other  hand,  if  they  are  going  from  tne  port  of 
entry  or  river  or  harbor,  where  they  enter  the  United  States,  these 
cattle  should  be  put  in  quarantine  unquestionably,  and  every  method 
should  be  used  to  prevent  the  spread  of  disease. 

Mr.  Taylor.  Would  it  not  be  practicable  to  have  them  treated  in- 
Honduras,  for  instance,  before  they  are  shipped  ? 

Mr.  Broussard.  Yes,  sir. 

Mr.  Taylor.  That  would  necessitate  a  Government  agent? 

Mr.  Broussard.  Yes,  sir. 

Mr.  Haugbn.  Then  why  should  you  not  leave  it  in  the  discretion 
of  the  Secretary  ? 

Mr.  Tayix)r.  We  do. 

Mr.  Broussard.  Does  not  section  3  mean  the  safeguarding  of  any 
and  every  animal? 

Mr.  Haugen.  That  is  after  the  cattle  land  ? 

Mr.  Broussard.  I  say,  if  you  do  not  think  the  language  is  broad 
enough  I  wi^nt  you  to  broaden  it.  I  adopted  it  because  the  depart- 
ment has  been  permitting  the  importation  of  these  cattle  in  Texas 
since  1911  under  these  rules,  and  they  are  now  importing  cattle  into 
the  United  States  from  tick-infested  countries  without  changing 
their  rules.  I  felt  the  department  was  not  friendly  to  this  proposi- 
tion at  that  time,  and  I  did  not  want  them  to  say  that  I  undertook 
to  regulate  their  methods  of  handling  such  matters  and  say,  '^  We 
are  spending  money  to  eradicate  ticks  and  yet  you  want  to  bring  them 
into  the  the  country."  If  that  which  I  suggest  does  not  constitute  a 
sufficient  safeguard,  I  am  willing  that  the  committee  should  provide 
for  dipping,  and  even  provide  for  the  method  of  dipping,  etc.  Mr. 
Bisbee,  the  vice  president  of  the  East  St.  Louis  yards,  was  here 
the  other  day  and  was  talking  with  me  about  this  matter.  He  in- 
formed me  that  the  Mobile  &  Ohio  Railroad  has  recently  acquired 
the  plant  at  Chalmette,  La.,  the  place  where  the  horses  and  mules 
were  shipped  from  to  Africa  during  the  Boer  War,  right  next  to  the 
slaughterhouse  at  New  Orleans.  Thev  are  prepared  to  arrange  in 
any  way  the  department  may  direct  them,  at  their  own  expense,  to 
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furnish  quarantine  yards,  dipping  vats,  and  anything  that  the  depart- 
ment may  prescribe,  if  they  will  be  allowed  to  open  that  port  and 
bring  their  cattle  to  East  St.  Louis  and  other  packing  centers  in  this 
country. 

The  Chairman.  Suppose  you  suspend  for  a  moment  and  let  me 
read  into  the  record  a  letter  I  received  from  the  Department  of  Agri- 
culture this  morning  on  the  subject.  The  committee  suggested  uiat 
I  send  the  bill  to  the  department  for  a  report  I  think  that  will 
clarify  the  situation  somewhat  and  probably  brin^  your  mind  and 
the  department's  together  and  expedite  the  consideration  of  tins 
proposition.    The  letter  reads  as  follows : 

Depabtment  of  Aoricultubk, 

WiMhington,  May  15, 19H. 
Hon.  A.  F.  Lever, 

Chairman  Committee  on  Agriculture,  House  of  Representatives. 

Deab  Mb.  Leveb:  Referring  to  the  letter  from  your  committee  of  the  11th 
Instant,  transmitting  at  the  request  of  Mr.  Broussard  a  copy  of  H.  R.  19039, 
a  bill  to  amend  the  act  of  August  30, 1890,  I  would  say  that  the  issues  inYol?ed 
in  this  bill,  namely,  the  admission  of  tick-infested  cattle  from  Mexico,  South 
and  Centra]  American  and  other  southern  countries,  have  been  receiving  the 
attention  of  this  department  for  some  time. 

Under  conditions  at  present  existing  ticli-infested  cattle  may  come  into  Texas 
below  the  quarantine  line.  If  tick-infested  cattle  are  permitted  to  come  Uito 
Texas  below  the  quarantine  line,  there  would  seem  to  be  no  good  reason  why 
they  should  not  be  admitted  to  other  southern  ports,  provided  proper  precau- 
<tions  are  taken  in  the  premises.  Without  attempting  to  comment  specifically 
upon  H.  R.  13039  we  may  offer  certain  suggestions  as  to  legislation  along  the 
lines  it  is  desired  to  cover  by  this  measure. 

There  would  appear  to  be  no  valid  objections  to  any  action  by  the  CongresB 
giving  authority  for  the  admission  of  cattle  from  Mexico  and  other  Central  and 
South  American  countries,  provided  the  Secretary  of  Agriculture  is  given  power 
to  definitely  determine  the  ports  at  which  such  animals  shall  be  permitted  to 
enter ;  and  provided  further,  that  he  shall  have  authority  to  require  all  animalB 
to  be  quarantined  at  the  ports  of  entry  for  a  sufficient  length  of  time  to  insure 
the  removal  of  all  ticks  and  to  determine  whether  or  not  such  animals  aie 
affected  with  any  disease  that  may  be  detrimental  to  the  country  at  large.  It 
is  the  opinion  of  our  experts  that  any  provision  which  would  have  for  its  object 
the  acceptance  of  affidavits  in  these  countries,  setting  forth  that  the  animals 
have  or  have  not  been  subject  to  disease,  have  or  have  not  been  in  contact  with 
diseased  animals,  etc.,  would  be  of  little  value,  and  should  be  omitted  from  any 
measure  that  might  be  adopted.  If  the  Secretary  of  Agriculture  were  given 
authority  to  fix  the  ports  and  to  determine  the  quarantine  measures  at  sach 
ports,  then,  with  the  existing  authority  to  investigate  foreign  countries  in  so  far 
as  such  investigation  has  to  do  with  animal  diseases,  the  best  safeguards  woold 
be  secured. 

Very  truly,  yours, 

D.  F.  Houston,  8ecretanf, 

Mr.  Haugen.  That  is  what  I  have  contended. 

Mr.  Broussard.  I  am  glad  to  see  that  the  department  has  somewhat 
modified  its  position,  because  on  the  6th  of  February,  this  year,  it 
wrote  a  letter  to  Senator  Kansdell  protesting  against  this  bill.  Tnat 
brings  us  back  where  we  started.  The  act  of  1909  does  give  the  Secre- 
tary of  Agriculture  the  right  to  do  the  very  thing  he  describes  in  this 
letter.  Now,  if  we  are  going  to  say  we  will  again  tell  him  to  do  it, 
will  he  do  it  ? 

Mr.  DooLrrTLE.  About  naming  the  ports? 

Mr.  Broussard.  I  am  perfectly  willing  for  him  to  name  the  ports, 
but  he  has  not  named  any.  I  have  had  a  number  of  conversations 
with  Dr.  Galloway.  He  said  that  he  was  sure  the  department  had 
ample  discretion  already,  and  that  the  department  had  the  right  to 
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put  their  safeguard  around  the  quarantine  territory.  I  made  it  plain 
that  I  was  fighting  for  the  safeguarding  of  the  herds  with  the  strictest 
rules  applicable  to  the  situation  as  it  may  be  found  to  exist  in  foreign 
as  well  as  in  this  country. 

Mr.  Tatix>h.  All  you  need  to  do  is  to  say,  "  You  shall  do  if 

Mr.  Bboussard.  Well,  he  wants  to  pick  the  ports. 

Mr.  Taylor.  Then  you  can  say  he  "shall "  pick  the  ports. 

Mr.  Broussard.  There  are  only  about  three  or  four  ports  to  which 
this  bill  would  be  applicable,  if  you  except  the  ports  along  the  United 
States  and  Mexico,  which  are  luready  open.  There  are  about  26  or 
27  ports  of  entry  in  Texas  now  where  these  cattle  come  across  the 
line.  So  those  ports  are  already  fixed,  and  most  of  them  are. fixed  by 
virtue  of  the  discretion  vested  by  the  act  of  1909  in  the  Secretary  of 
Agriculture.  I  say  this  because  originally,  when  the  Burleson  amend- 
ment went  through,  there  were  only  four  ports  open,  as  I  recall  it. 
The  nuirfoer  has  been  enlarged  since  1911  to  26  or  27.  Every  once  in 
a  while  if  anyone  wanted  to  bring  in  cattle  by  way,  say,  of  Eagle  Pass 
they  would  open  Eagle  Pass;  if  anyone  wanted  to  bring  in  cattle  by 
way  of  Brownsville  they  would  open  Brownsville;  then  if  they 
wanted  to  bring  in  cattle  by  way  of  Fuerto  Porfirio  Diaz  they  would 
open  that  port.  That  is  the  discretion  which  I  contend  the  depart- 
ment has  and  which  it  can  use  to  open  iip  ports  like  Galveston  to 
cattle  from  Honduras  and  Venezuela  and  Colombia,  or  New  Orleans 
or  Mobile  or  Gulfport  or  Florida  ports.  Whenever  these  countries 
haying  cattle  ready  for  export  see  anything  regarding  this  bill  they 
write  to  me  and  give  me  information  concerning  the  matter.  My  in- 
formation from  Colombia  comes  largely  from  the  consul  down  there. 
He  is  reported  to  me  to  have  said  that  in  his  neighborhood  there  were 
10,000  head  of  steers  ready  to  come  into  the  market  when  these  ports 
are  opened.  When  Thompson  was  in  Honduras  he  said  that  they  had 
80,000  head  of  steers,  and  I  was  informed  by  many  ranchers  that  they 
could  ship  200,000  head  of  cattle  every  year.  He  said  these  would 
be  fat  and  ready  to  be  slaughtered  when  they  got  here.  One  hundred 
and  f  ortjr-five  thousand  came  across  the  Tex^s  line  in  two  and  a  half 
months  in  spite  of  the  war  in  that  territory,  where  property  rights 
have  not  been  very  highly  respected  for  several  years.  At  Pro- 
greso,  down  in  the  souuiem  part  of  Mexico,  there  are  25,000  now, 
so  I  am  informed.  I  am  iniormed  that  these  two  gentlemen  who 
went  down  there  and  gathered  together  in  a  month  16,000  head  and 
were  about  to  take  them  across  when  this  export  tax  of  $20  was  put 
on  them,  and  they  could  better  leave  them  there  than  take  them  across 
under  the  circumstances.  Now,  I  have  a  letter  from  the  President 
of ^  Venezuela,  but  I  do  not  want  to  put  all  that  in  the  record.  He 
said  thev  have  a  lot  of  cattle  ready  for  shipment  to  this  country. 

Mr.  Aauoen.  Now,  let  us  get  this  straight.  Your  understanding 
is  that  the  Secretary  now  has  authority  to  open  these  ports  ? 

Mr.  BsonssABD.  Yes,  sir. 

Mr.  Haugen.  The  ports  have  not  been  opened? 

Mr.  BsonssARD.  No,  sir. 

Mr.  Haugek.  The  only  reason  which  can  be  given  for  that  is  that 
the  Secretary  does  not  deem  it  advisable  or  safe  to  open  them  ? 

Mr.  Bboussard.  I  can  not  say  what  the  Secretary  thinks  about  it, 
but  I  know  that  Dr.  Oalloway  says  that  he  thinks  the  Secretary  has 
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the  authority  and  that  the  ports  ought  to  be  open  under  proper  safe- 
guards. 

Mr.  Hauoen.  Is  it  not  safe  to  leave  it  to  the  discretion  of  the 
Secretary  as  to  the  number  of  ports  that  shall  be  open  ? 

Mr.  Bboussahd.  Yes,  sir ;  I  tnink  it  is  safe. 

Mr.  Haugen.  But  you  say  they  will  not  be  opened  ? 

Mr.  Broussard.  -Well,  he  has  not  done  it,  though  it  has  been  re- 
peatedly urged. 

Mr.  Haugen.  My  understanding  is  that  he  would  not  do  it. 

Mr.  Broussard.  No;  I  said  he  has  not  done  it. 

Mr.  Haugen.  Then  the  only  reason  that  could  be  given  would  be 
that  it  is  not  safe  to  do  it.  As  I  understand  this  proposition  it  is  to 
reduce  the  cost  of  living,  and  the  Secretary  is  doing  as  much  as  can 
be  expected  of  him. 

Mr.  Tayix)r,  I  feel  somewhat  as  Mr.  Broussard  does — that  the 
department  has  laid  down  a  general  rule  of  quarantine  and  certain 
regulations.  Now,  they  have  been  adhering  to  them  for  a  long  time, 
and  conditions  have  changed  and  they  have  not  changed  their  regu- 
lations. That  question  was  discussed  in  reference  to  the  potato  quar- 
antine. It  was  absurd,  in  my  estimation,  to  keep  out  those  potatoes 
from  my  district  when  people  were  paying  $4  a  barrel  for  them. 
They  would  not  have  been  used  for  seed,  xou  could  have  allowed 
those  potatoes  to  come  into  my  district  and  nobody  would  have  used 
them  for  seed ;  we  wanted  them  for  food,  but  they  did  not  come  in 
there.  It  did  not  matter  to  us  whether  they  were  powder  skins  or 
not;  all  we  wanted  was  a  supply  of  potatoes  to  eat.  We  paid  $1  a 
barrel  for  them,  and  they  kept  the  potatoes  out  of  the  port  of  New 
York  that  we  would  have  liked  to  have  had. 

Mr.  Haugen.  I  am  somewhat  familiar  with  the  regulations  of  the 
department,  and  I  know  this,  that  if  you  undertake  to  ship  cattle 
from  one  district  to  another  aistrict  you  might  pile  up  enough  afi- 
davits  of  owners  and  shippers  to  fill  this  room. 

Mr.  TAYiiOR.  You  are  right  on  that. 

Mr.  McLaughlin.  How  does  the  finished  Honduras  steer,  ready 
for  killing,  compare  with  the  Texas  steer  or  Hereford? 

Mr.  Broussard.  Well,  the  report  of  Mr.  Thompson  shows  that  the 
steers  that  his  party  examined  would  average  800  pounds.  That  is  a 
pretty  good  steer. 

Mr.  Haugen.  How  old  would  a  steer  like  that  be? 

Mr.  Broussard.  I  do  not  know.    The  average  was  800  pounds. 

Mr.  Haugen.  How  do  they  compare  with  the  Argentine  and  South 
American  cattle? 

Mr.  Broussard.  I  do  not  know ;  I  am  not  familiar  with  the  South 
American  cattle. 

Mr.  Haugen.  They  are  about  the  same  cattle. 

Mr.  Broussard.  No;  they  are  stockily  built.  They  live  in  a  moun- 
tainous country  and  they  are  shorter  than  the  old  Texas  steer.  He 
was  a  long,  lanky  fellow;  this  one  is  built  with  short  limbs,  large 
bones,  and  on  the  whole,  a  broad,  stocky  animal. 

Mr.  Haugen.  In  point  of  quality,  what  are  they  ? 

Mr.  Broussard.  They  belong  to  the  same  stock  as  the  ori^nal 
Texas  cattle,  but  the  environments  and  surroundings  under  which 
they  have  been  bred  and  reared  were  different  from  the  plains  of 
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TecKas,  and  in  the  course  of  300  or  400  years  they  have  developed  into 
quite  a  different  animal. 

Mr.  Hatjgen.  How  do  they  compare  with  the  Tennessee  and  other 
cattle? 

Mr.  Broussard.  They  are  good,  heavy,  chunky  cattle.  I  have 
photographs  of  steers — ^the  steers  that  are  used  on  wagons  and  carts, 
because  in  Honduras  they  do  not  use  horses — ^that  wUl  weigh  from 
1,1^  to  1,200  pounds,  but  that  is  the  exception;  generally  speaking, 
however,  they  are  big  cattle. 

Mr.  Hattgen.  And  the  South  American  cattle  are  superior  to  ours 
in  quality  ? 

Mr.  Broubsabd.  I  did  not  say  thev  are. 

Mr.  Haugen.  Well,  as  evidence  oi  that  I  have  a  letter  from  a  com- 
mission merchant  in  Chicago  who  states  that  the  first  shipment 
brought  in  averaged  up  in  quality  and  compared  with  our  $8.40 
cattle.  I  sold  some  cattle  three  days  after  that  that  had  been  fed 
from  October  up  to  the  28d  of  April  on  corn,  and  they  brought  $7.40. 
You  will  see  that  the  cattle  they  take  from  their  pastures  and  ship 
in  here  are  superior  to  our  corn-fed  cattle. 

Mr.  Broussard.  From  my  observation  of  the  cattle  in  Sonora 
and  same  grade  in  Honduras,  both  mountain  country,  I  can  say 
this:  The  steer  that  is  raised  in  Honduras — and  this  is  true  of 
the  steer  that  is  raised  elsewhere  in  Central  America — ^never  suffers 
for  water;  he  may  suffer  a  little  from  too  much  rain^  but  he 
oan  always  get  away  from  the  range  and  not  suffer  a  great 
deal.  The  cattle  in  Son<^a  are  perhaps  a  little  better  in  ffrade^ 
because  the  white-face  steer  has  been  brought  across  the  Tine — 
the  white-fa<;e  Hereford.  I  have  seen  at  Greene's  ranch  at  Cananea 
during  a  drought  as  many  as  40  cattle  dead  around  a  water  hole  that 
bad  gone  dry.  Some  survived.  I  have  seen  them  all  piled  close  to- 
gether. I  have  seen  them  hook  one  another  at  Naco,  where  the  rail- 
road cistern  was  dripping  down,  trying  to  get  water  during  the 
drought.  I  have  seen  them  stand  on  the  track  fighting  for  water 
right  in  front  of  the  locomotive  and  kill  one  another.  The  cattle 
that  have  suffered,  even  when  fattened  on  corn,  do  not  make  as  good 
meat  as  grass-fed  cattle  that  have  never  suffered.  There  is  not  a 
night  in  the  Cordilleras  when  you  do  not  need  an  overcoat.  The 
caUle  graze  at  night  and  they  sleep  well.  They  have  an  abundant 
supply  of  water.  It  is  the  richest,  most  fertile,  and  prettiest  section 
of  mountainous  country  for  cattle 'in  the  world.  Cattle  naturally 
grow  up  to  the  best  advantage,  and  the  meat  is  very  good,  barring 
die  fact  that  they  have  not  got  a  meat  cleaver  or  saw  m  the  capital 
of  the  cattle  country,  with  a  population  of  some  40,000  people.  At 
Tegucigalpa  there  is  not  a  cleaver  nor  meat  saw  to  be  found  in  the 
public  market,  I  am  reliably  informed.  Of  course,  when  they  put 
the  meat  on  the  block  and  chop  the  bone  off  it  does  not  make  meat  of  a 
nice  appearance.  I  used  to  see  the  meat  brought  past  my  hotel  every 
morning  on  the  way  to  the  cuartel.  It  would  be  brought  in  wheel- 
barrows, cut  up  with  all  sorts  of  axes,  shattering  every  bone  in  the 
meat.  It  presented  a  most  unappetizing  appearance,  and  I  did  not 
feel  very  much  like  eating  it  in  the  hotel. 

Then,  again,  they  do  not  permit  the  killing  of  calves — well,  per- 
haps I  am  not  exactly  correct  in  saying  they  do  not  permit  the  kill- 
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ing  of  calves,  but  they  have  a  head  tax  on  the  killing.  They  have 
no  land  tax,  but  they  have  internal-revenue  taxes  on  the  killing 
of  animals.  Now,  it  costs  $2  to  kill  a  steer,  but  it  also  costs  $2  to 
kill  a  calf,  and  the  fellow  that  is  going  to  kill  anything  is  goin^  to 
kill  a  steer,  because  he  has  got  the  $2  to  pay  whichever  one  he  kilk, 
and  he  would  rather  kill  the  larger  animal,  i  ou  go  to  Puerto  Cortez, 
on  the  coast^  where  you  find  the  butchers  killing  cattle  and  dressing 
the  meat  as  m  this  country,  and  you  will  find  there  as  good  grass-fed 
cattle  as  anywhere  in  this  country.  But  they  have  not  nad  any 
improved  stock  among  these  animals  for  the  past  centuries  since 
Alvarado  went  down  £om  Mexico  into  Central  America. 

Now,  I  want  to  say  this :  I  think  the  conmiittee  can  meet  the  posi- 
tion which  the  Secretary  of  Agriculture  has  taken.  I  want  it  dis- 
tinctly understood  that  I  have  no  issue  with  anyone  with  regard  to 
the  proper  safeguarding  of  animals  that  we  are  to  bring  into  this 
country. 

Mr.  RuBET.  Section  2  of  this  bill  provides : 

That  when  such  cattle  are  not  accompanied  by  the  affidavits  hereinbefore 
described,  they  shall  be  detained  in  quarantine  at  the  port  of  entry,  etc. 

Now,  that  means,  if  it  means  anything,  that  if  they  are  accom- 
panied by  these  affidavits  they  are  not  compelled  to  go  through  this 
quarantine.  You  say  you  are  j)erfectly  willing  to  have  them  go 
tnrough  quarantine.    Why  is  section  2  put  in  this  bill  ? 

Mr.  Brottssard.  Well,  now,  I  will  tell  you  exactly  why  section  2 
was  put  in  this  bill.  The  first  part,  up  to  the  word  "  provided,"  on 
the  second  page,  is  a  repetition  of  what  is  known  as  the  "  Burleson 
amendment^'  to  the  appropriation  bill  of  1911,  practically  word  for 
word.  If  you  will  examine  my  other  bills,  introduced  in  1910  and 
1911,  you  will  not  find  that  language  in  there,  because  at  that  time 
I  was  so  afraid  to  permit  these  cattle  to  get  across  the  coimtry  tiiat 
I  only  wanted  to  get  the  ports  open  for  inmiediate  slaughter;  but  as  I 
found  these  other  cattle  coming  in  under  regulations  which  are  de- 
scribed word  for  word  in  this  bill,  I  have  taken  the  regulations  with 
regard  to  the  importation  of  cattle  from  Mexico  into  Texas  word 
for  word  from  the  regulations  of  the  Department  of  Agriculture. 
In  other  words,  I  have  combined  the  law  permitting  them  to  come 
into  Texas  with  the  regulations  under  which  they  do  come  and  made 
a  bill  out  of  those  two  sections,  one  an  act  of  Congress  and  the  other 
a  regulation  of  the  department,  feeling  that  if  the  department  would 
permit  any  importation  south  of  the  line  they  would  put  the  same 
regulation  as  upon  present  importations.  But  I  do  not  want  to 
quarrel  about  the  wording  of  it.  I  am  not  tied  to  any  particular 
verbiage  or  method.  I  want  this  trade  to  open  up.  There  are 
millions  and  millions  of  dollars  of  business  to  open  up  between  this 
country  and  the  cattle-producing  countries  south  of  us.  If  you  will 
let  down  the  bars  and  let  them  come  in  and  then  surround  them  with 
all  the  safeguards  which  the  Bureau  of  Animal  Industry  and  the 
Department  of  Agriculture  can  throw  around  them,  you  will  find 
we  contend  for  no  more.  What  they  want  I  want  myself,  because  I 
have  more  at  heart  the  protection  of  my  herd  than  the  department 
has. 

Mr.  McLaughlin.  You  say  "permission."  There  is  permission 
now  so  far  as  it  is  vested  in  the  Secretary  of  Agriculture. 
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Mr.  Bboussakd.  I  think  so. 

Mr.  McLaughlin.  You  want  him  to  be  "  required  "? 
"    Mr.  Broussabd.  Yes,  sir. 

Mr.  Taylor.  That  is  what  you  want. 

The  Chairman.  Now,  Mr.  JBroussard,  right  in  that  connection.  I 
have  been  running  over  hastily  these  various  acts,  and  it  seems  to  me 
that  there  can  be  no  question  that  the  Secretary  of  Agriculture  has 
full  authority  how  to  permit  these  importations.  For  instance,  take 
the  act  of  1903,  which  provides : 

That  the  Secretary  of  Agriculture  shaU  have  authority  to  make  such  regula- 
tioas  and  take  such  measures  as  he  may  deem  proper  to  prevent  the  introduc- 
tion or  dissemination  of  the  contagion  of  any  contagious,  infectious,  or  com- 
municable disease  of  animals  from  a  foreign  country  into  the  United  States,  etc. 

Now,  if  he  has  the  right  to  prevent,  certainly  he  has  the  right  to 
permit  the  entry  of  these  animals  under  certain  regulations. 

Mr.  Broussard.  I  argued  that  in  1908,  but  I  never  could  xx)nvince 
the  Secretarv  of  Agriculture  then  that  that  meant  what  the  chairman 
has  just  said  it  means. 

The  Chairman.  Here  is  the  act  of  1890,  which  says : 

That  the  Secretary  of  Agriculture  be,  and  is  hereby,  authorized,  at  the  expense 
of  the  owner,  to  place  and  retain  in  quarantine  all  neat  cattle,  sheep,  and  Other 
nunlnants,  and  all  swine,  imported  into  the  United  States,  at  such  ports  as  he 
may  designate  for  such  purpose  and  under  such  conditions  as  he  may  by  regu- 
lation prescribe,  respectively,  for  the  several  classes  of  animals  above  described. 

Now,  it  seems  to  me  that  that  is  full  authority  for  him  to  disinfect 
these  animals  of  these  diseases  and  then  permit  their  entry  into  this 
country.    Here  is  another  section  of  the  same  act : 

Ssc.  8.  That  the  importation  of  all  animals  described  in  this  act  into  any 
port  in  the  United  States,  except  such  as  may  be  designated  by  the  Secretary 
of  Agriculture,  with  the  approval  of  the  Secretary  of  the  Treasury,  as  quar- 
antine stations  is  hereby  prohibited. 

There  it  gives  to  the  Secretary  the  affirmative  right  to  establish 
these  quarantine  stations. 

M^.  Broxtssard.  Mr.  Chairman,  there  is  no  question  about  that; 
but  here  is  a  letter,  as  late  as  February  6,  1914,  from  Dr.  Gallowav 
to  Senator  Ransdell  declaring  that  they  have  no  right  to  do  it,  though 
since  that  date  I  went  over  there  and  talked  to  Dr.  Galloway  myself, 
and  he  said :  "  Well,  I  believe  you  are  right.  We  have  never  had  our 
attention  called  to  the  act  of  1909."  He  said  he  had  always  been 
under  the  impression  that  they  were  construing  the  act  of  1890,  which 
is  superseded  by  the  act  of  1909. 

The  Chairman.  Or  by  the  act  of  1893. 

Mr.  Broussard.  I  have  argued  it  before  the  Secretary  of  Agricul- 
ture and  the  Secretary  of  the  Treasury  at  least  several  times  since 
my  efforts  have  been  directed  toward  trying  to  open  up  the  port  of 
New  Orleans  for  the  importation  of  these  cattle.  It  is  only  since 
the  6th  of  February  that  I  wrote  to  Dr.  Gh^Uoway  to  send  me  a  copy 
of  the  regulations,  which  he  did,  and  then  he  asked  me  to  come  over. 
I  went  over,  and  he  said,  "  I  think  you  are  right ;  we  have  got  that 
discretion."  Then  he  asked  me  to  have  the  bul  sent  over  there  if  I 
would  like  to  get  an  opinion  on  it. 

I  am  perfectly  willing  for  the  committee  to  hear  the  Secretary  of 
Agriculture,  Dr.  Melvin,  Mr.  Hayes,  or  Dr.  Galloway,  and  let  them 
say  all  that  needs  to  be  done  in  order  to  safeguard  the  native  herds. 


1306  IMPORTATION  OF  CATTLE. 

but  I  would  like  you  to^et  New  Orleans  and  Mobile  and  other  soutli- 
em  ports  opened  up.  They  are  close  to  this  market  and  they  ou^t 
to  be  open. 

Mr.  Howell.  Where  do  these  cattle  now  find  a  market? 

Mr.  Broussard.  Well,  they  do  not  find  any.  You  may  find  a  few 
men  driving  cattle  to  neighboring  republics.  After  the  Spanish- 
American  War  the  sugar  industry  m  Cuba  was  all  destroyed  m  1898. 
When  they  reestablished  the  sugar  industry  in  the  island  of  Cuba 
steors  were  needed  to  rehabilitate  the  sugar  industry  of  the  island. 
They  drew  from  these  countries  for  cattle  and  tney  cleaned  up 
Guatemala.  Honduras  was  less  fortimately  located  and  sent  her 
cattle  to  Cuba  only  to  a  limited  extent,  so  that  her  herds  were 
scarcely  touched. 

Mr.  Howell.  Why  did  not  these  cattle  go  to  Europe? 

Mr.  Broussard.  It  is  too  far  for  them  to  go  to  Europe,  and  you 
can  not  get  the  men  to  do  the  work  of  establishing  a  slaughterhouse 
there.  You  have  not  got  the  kind  of  people  that  you  can  draw  the 
labor  from.  When  you  get  into  Argentina  you  can  do  it,  because 
you  have  got  plenty  of  people  there.  The  Germans,  Italians,  and 
English  there  go  out  and  establish  packing  plants  and  freeze  car- 
casses and  ship  them  to  Europe  and  to  the  United  States.  You 
could  not  do  that  in  the  other  countries,  because  you  have  got  to  get 
the  proper  kind  of  labor  and  the  security  of  Government  to  proteet 
your  investment. 

Mr.  Howell.  I  was  anxious  to  know  whether  these  cattle  were 
quarantined  against  the  European  cattle. 

Mr.  Broussard.  No,  sir. 

Mr.  Haugbn.  What  do  you  do  with  them;  let  them  die? 

Mr.  Broussard.  They  are  now  driving  some  across  the  country  to 
Guatemala,  where  there  has  been  considerable  need  for  them,  because 
Guatemala  had  sold  all  her  herds  to  Cuba  in  1898. 

Mr.  Haugbn.  What  are  they  getting  for  them? 

Mr.  Broussard.  They  were  getting  $10  gold  per  head.  When 
this  inspection  was  made  one  could  have  bou^t  60,000  head  of  cattle 
at  $10  gold,  I  am  reliably  informed.  This  report  shows  that  they 
sold  for  $9  to  $14  in  Sonora  and  $45  across  the  line. 

Mr.  Haugen.  Is  that  the  inspector's  report  ? 

Mr.  Broussard.  No  ;  I  do  not  mean  the  inspector's  report. 

Mr.  Haugen.  Does  the  report  give  the  prices  for  selkng? 

Mr.  Broussard.  I  think  it  does  say  something  about  the  price. 

Mr.  Haugen.  What  is  the  expense  of  shipping  into  this  portt 

Mr.  Broussard.  I  have  never  made  any  investigation,  but  the  nien 
in  the  stockyards  at  New  Orleans  say  about  $6  per  head. 

Mr.  Haugen.  Ten  dollars,  and  they  weigh  about  800  pounds.  That 
is  about  a  cent  and  a  quarter  a  pound  ? 

Mr.  Broussard.  That  is  about  it. 

Mr.  DooLiTTLE.  That  would  make  it  $16  a  head  at  New  Orleans? 

Mr.  Broussard.  Yes,  sir.  But  the  prices  will  go  up,  as  there  will 
be  competition  if  American  ports  are  once  opened. 

Mr.  DooLiTTLE.  They  would  cost  $16  at  2  cents  a  pound  laid  down 
at  New  Orleans? 

Mr.  Broussard.  Yes,  sir. 

Mr.  RuBEY.  You  have  got  a  pretty  good  market  there. 

Mr.  Broussard.  Oh,  yes. 
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The  Chairkan.  Does  that  complete  your  statement,  Mr.  Brous- 
sard?  ^ 

Mr.  Broussahd.  I  think  so. 

Mr.  Tatijob.  Did  you  want  to  say  something  about  the  supply  ? 

Mr.  Hauoen.  If  yoii  can  import  cattle  here  at  2  cents  a  pouna,  how 
are  vou  helping  your  farmers? 

Mr.  Broussard.  We  are  going  to  buy  some  cattle  from  those  coun- 
tries to  start  breeding.  I  can  scarcely  get  heifers  down  home  at  all. 
I  do  not  expect  to  get  cattle  for  2  cents  a  pound  when  they  open  up 
those  ports.  They  will  put  an  export  tax  on,  and  then  a  lot  of  people 
will  buy  them  from  the  rancher,  and  the  man  who  buys  them  will 
have  to  pay  a  tax;  and  then  the  stockyards  people  will  get  them,  and 
they  will  tax  the  purchaser  for  handling,  and  about  the  time  the 
farmer  gets  them  finally  he  will  not  be  paying  anything  like  the  little 
price  these  cattle  sold  for  in  the  beginnmg. 

Mr.  Haugen.  Then  vou  will  not  reduce  the  cost  of  living. 

Mr.  Broussard.  Well,  I  am  not  so  anxious  to  get  meat  at  10  cents  a 
pound,  but  I  would  like  to  see  it  lower  than  it  is  now.  I  think  if  you 
can  get  145,000  head  of  cattle  into  the  United  States  in  two  and  a 
half  months,  as  recently  done  in  Texas,  you  are  helping  to  lower  the 
cost  of  living. 

Mr.  Heloensen.  Is  not  this  situation  a  great  example  of  the  ab- 
surd method  employed  by  Cong^ress  in  recent  years  of  making  blanket 
legislation  authfbrizing  tne  various  department  heads  and  officers  to 
use  their  discretion  not  only  in  carrying  out  what  we  want  them  to 
cany  out  but  in  determining  whether  or  not  they  will  do  it  at  all? 
I  think  we  will  never  have  better  results  unless  we  enact  more  sensible 
legislation  along  that  line. 

Mr.  McLaughlin.  Under  the  present  law  the  Secretary  of  Agri- 
culture can  permit  the  very  thing  to  be  done  that  he  is  asked  to  do  or 
that  would  be  accomplished  by  uiis  bUl.  But  this  bill  would  require 
the  Secretary  of  Agriculture  to  permit  these  importations  and  to 
make  the  regulations  under  which  the  importations  may  be  made, 
taking  away  his  discretion  on  the  point  of  whether  or  not  some  regu- 
lation; shall  be  made  for  permitting  the  importation.    Is  that  right? 

Mr.  Broussard.  The  proposition  is  to  open  these  ports. 

Mr.  McLauohun.  They  can  be  opened  now,  can  they  not? 

Mr.  Broubsard«  By  the  Secretary  of  the  Treasurv. 

Mr.  MgLaughun.  And  the  Secretary  of  Agriculture  has  not  seen 
fit  to  do  it? 

Mr.  Broussard.  No;  I  say  the  Secretary  of  the  Treasury  must 
open  them. 

Mr.  McLaughlin.  Now,  you  are  jgoing  to  require  him  to  open 
these  ports  and  make  regulations  which  he  did  not  think  wise  to  be 
made  and  to  grant  permission  which  he  has  not  thought  wise  to 
grant. 

Mr.  Broussard.  I  do  not  think  the  Secretary  of  Agriculture  has 
any  authority  under  the  law,  but  I  contend  that  the  authority  is 
vested  in  the  Secretary  of  the  Treasury,  and  the  Secretary  of  the 
Treasury  will  not  exercise  that  authority  until  he  is  told  by  the  Sec- 
retary of  Agriculture  that  it  is  safe  to  do  it,  and  the  Secretary  of 
Agriculture  will  n<%  do  that,  because  he  says  it  is  not  his  business 
but  the  business  of  the  Secretary  of  the  Treasury. 
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The  Chatrman.  It  seems  to  me  that  it  would  help  matters  some* 
what  if  the  Secretary  of  Agricukure  had  authority  to  open  these 
ports. 

Mr.  Bboussabd.  I  believe  that  and  I  have  always  believed  it. 

The  CHAmMAN.  The  other  proposition  is  rather  to  amend  the  act 
of  1890,  so  as  to  authorize  the  Secretary  of  Agriculture  in  his  dis- 
cretion to  do  what  is  contemplated  by  this  bill. 

Mr.  Bboussabd.  Yes.  I  am  not  asking  him  to  be  compelled  to  do 
this,  but  I  am  asking  that  he  be  authorized,  because  he  says  he  has 
not  the  necessary  authority.  The  Secretary  of  Agriculture  having 
taken  the  position  so  repeatedlv  in  all  these  letters  and  correspondence 
that  he  did  not  have  the  authority.  I  want  to  vest  that  authority 
in  him  by  specific  and  mandatory  legislation. 

(Thereupon  the  committee  adjourned.) 
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House  op  Representatives, 
Committee  on  Agkiculture, 

Monday,  September  H,  1914* 

The  committeo  met  at  10  o'clock  a.  m.,  Hon.  Asbury  F.  Lever 
(chainnan) ,  presiding. 

In  addition  to  the  members  of  the  committee,  the  following  gen- 
tlemen were  present:  Messrs.  Dershem,  of  Pennsylvania:  Yomig,  of 
North  Dakota;  Murray,  of  Oklahoma;  McDonald,  of  Michigan; 
Esch,  of  Wisconsin;  Cifdlaway,  of  Texas;  Caraway,  of  Arkansas; 
Senator  Fletcher;  Ta^gart,  of  Kansas;  Goodwin,  of  Arkansas; 
Burke,  of  Wisconsin;  mr.  David  Lubin;  Hon.  Carl  Schurz  Vrooman, 
Assistant  Secretary  of  Agriculture;  Dr.  Clarence  J.  Owens,  manag- 
ing director,  Southern  Commercial  Congress;  H.  S.  Mobley,  presi- 
dent Farmers'  Union  of  Arkansas;  George  P.  Hampton,  representing 
various  State  granges;  and  Dr.  A.  Simon,  of  Washington,  D.  C. 

Mr.  Goodwin,  i  have  here  a  few  modifications  in  the  resolution, 
which  in  no  way  affect  the  principle;  they  merely  change  some  of 
the  wording. 

The  Geuiirman.  I  surest  that  the  modified  resolution  be  made  a 
part  of  the  official  record! 

The  following  is  the  resolution  referred  to  and  as  modified: 

[H.  J.  Res.  344,  Slxty-tfaird  Congrossi  second  session.] 

in  the  house  of  refbesbntatiyes. 

September  10, 1914. 

Mr.  Goodwin  of  Arkansas  iBtroduced  the  following  joint  resolution;  which  was 
referred  to  the  Committee  on  Agriculture  and  ordered  to  be  printed.  Joint  reso- 
lution for  the  appointment  of  a  National  Marketing  Commission. 

Whereas  it  is  patent  that  there  are  defects  in  the  economic  system  of  the  United 
States  which  affect  adversely  the  producers  and  the  consumers  of  agricultural 
products;  and 

Whereas  these  defects  have  been  accentuated  by  the  Europnean  war  and  to  a  degree 
justifying  the  recent  utterances  of  the  President  of  the  United  States  in  the  matter 
of  the  high  cost  of  livine;  and 

Whereas  various  attempts  have  been  made  from  time  to  time  to  overcome  these  defects, 
mainly  through  nongovernmental  agencies,  and  recently  under  governmental 
agency  under  the  Bureau  of  Marketing  of  the  Department  of  Agriculture;  and 

Whereas  experience  has,  however,  proven  that  the  solution  of  this  question  is  not 
to  be  found  in  nongovernmental  agencies  nor  is  it  to  be  found  in  a  governmental 
agency.  It  is  to  be  found  in  a  semiofficial  governmental  agency,  as  is  here  proposed, 
as  witness  the  success  in  the  European  countries  of  such  a  system  which  nas  swept 
aside  the  trusts  in  food  products  and  which  renders  the  trust  an  impossibility;  and 
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Whereas  the  present  abnormally  high  prices  for  food  products  not  alone  offers  an 
opportune  tune  for  the  establishment  of  a  semioflicial  governmental  agenc}^  as  a 
means  for  the  temporary  solution  of  this  problem  but  also  for  the  organization  of 
the  agricultural  forces  of  the  United  States  on  the  lines  indicated  as  a  means  for  the 
permanent  solution  of  tnis  problem:  Now,  therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Representatives  of  the  United  States  of  America 
in  Congress  assembled^  That  the  President  be  authorized  and  requested  to  appoint 
a  National  Marketing  Commission  to  be  composed  of  29  members,  15  of  whom  shall 
be  farmers  and  14  of  whom  shall  be  selected  with  reference  to  their  eminence  in  com- 
merce, law,  finance,  and  transportation. 

Sec.  2.  That  such  National  Marketing  Commission  shall  meet  in  the  city  of  Wash- 
ington at  a  time  designated  by  the  President  and  organize  by  the  election  qf  officers, 
and  adopt  a  plan  of  action  for  the  effective  organization  of  the  States,  counties,  and 
localities  of  the  United  States  for  the  economic  distribution  of  the  products  of  the  farm. 
wil^  power  to  act  in  so  far  only  as  affecting  individuals  and  organizations  that  shall 
elect  to  become  a  part  of  this  national  marketing  system. 

The  Chairman.  Gentlemen,  we  have  the  honor  of  having  with  us 
Hon.  David  Lubin,  who  needs  no  introduction  to  the  Committee  on 
Agriculture  in  any  country.  We  will  be  glad  to  hear  from  Mr. 
Lubin  in  his  own  way.  Before  he  begins,  however,  I  desire  to  say 
that  it  is  his  desire  that  he  be  allowed  to  complete  his  statement 
before  there  are  any  interruptions.  This  hearing  is  on  House  joint 
resolution  No.  344. 

STATEMENT  OF  HON.  DAVID  LTTBIN,  DELEGATE  OF  THE 
UNITED  STATES  TO  THE  INTERNATIONAL  INSTITUTE  OP 
AGBIGULTURE  AT  ROME,  ITALT. 

Mr.  Lubin.  Mr.  Chairman,  and  gentlemen  of  the  committee,  there 
will  be  times  when  this  subject  wiB  have  its  ornate  speakers,  and  in 
this  Capitol  they  will  speak  the  words  that  will  move  the  people, 
move  the  Nation,  and  move  the  wprld  on  this  very  theme.  I  am  like 
a  crude  pioneer  going  over  ground  that  has  not  yet,  here  in  this 
country,  oeen  trodden  over,  and  I  am  like  to  a  man  with  coarse  boots 
and  broad-brimmed  hat,  with  his  kit  and  frying  pan,  coflFee  kettle, 
and  tin  plate,  who  will  be  followed  by  and  by  by  a  palace  of  learning, 
and  by  the  culture  and  refinement  of  civilization. 

Now,  the  matter  that  we  have  before  us  is  not  some  eccentric  Ger- 
man name  which  may  be  sport  for  a  boy,  but  we  must  bear  weD  in 
mind  what  this  name  means.  It  is  ^  name  that  could  hardly  be 
taken  down  properly  by  the  stenographer  without  spelling,  so  I  will 
spell  it  for  him — L-a-n-d-w-i-r-t-s-c-h-a-f-t-s-r-a-t.  What  does  that 
name  mean,  and  what  will  it  mean  for  the  people  of  the  United 
States  ?  It  will  mean  much  for  the  people  in  this  country  and  for 
this  Republic,  and  for  the  world,  because,  as  I  explained  the  other 
evening  in  my  room  at  the  hotel  when  some  of  the  Members  of  Con- 
gress were  present — to  me  this  question  is  not  one  of  championing 
or  pioneering  or  laboring  for  the  farmer.  One  might  rationally  do 
so  if  he  is  interested  in  fanning  to  the  extent  that  it  makes  his  cham- 
pionship logical.  He  may  do  so  if  he  is  a  statesman  or  politician,  if 
{roxL  please,  who  is  working  for  place  or  honors.  Then  it  becomeB  a 
ogical  part  of  his  business. 

Why,  then,  should  I  work  for  the  farmer  any  more  than  for  the 
carpenter  or  lor  th^  shoemaker  ?  I  do  not  always  know.  There  are 
times  when  it  is  difficult  for  me  to  answer  that  question;  but  are 
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we  always  masters  of  our  motives}  Sufficient  to  say,  that  in  my 
many  years  of  this  seeming  self-imposed  task  of  service  I  appear  to 
be  prompted  by  two  egos — the  one  which  bids  me  to  desist  and  the 
other  which  impels  onward,  and  the  impeUing  force  seems  -to  be  the 
stronger. 

In  this  persistency  there  is  some  compensation,  a  sufficient  compen- 
sation. I  work  for  something  that  has  no  stomach,  no  head,  no  eyes, 
no  hands,  no  feet.  It  is  not  a  human  being  at  all;  it  is  not  a  creature; 
it  is  an  ideal.  And  this  ideal  is  the  American  Republic — ^yes,  it  is 
even  greater  than  the  American  RepubUc.  The  American  Republic 
is  only  the  servant  of  other  nations,  of  all  the  other  nations  m  the 
world.  As  it  advances  with  the  torch  in  its  hand,  the  torch  of  prog- 
ress and  civilization,  it  Ughtens  up  the  rest  of  the  world.  That  is 
the  mission  of  this  Amencan  Repubhc.  That  is  the  reason  for  its 
existence.  It  does  not  exist  for  itself,  for  its  own  sake,  but  for  the 
sake  of  the  other  countries.  As  this  American  RepubUc  recedes 
backward  it  becomes  dark;  the  shadow  becomes  darker  and  darker 
over  all  the  earth,  until  the  twentieth-century  nations  recede  back 
to  the  nineteenth  and  eighteenth,  and  those  of  the  nineteenth  and 
eighteenth  century  go  backward  to  the  seventeenth  and  sixteenth 
century,  and  as  the  American  Republic  advances,  so  the  darkness  is 
tempered  by  the  Ught,  and  the  Ught  dispels  the  darkness. 

And  so  then  we  see  that  it  is  no  ordinary  business,  no  ordinary 
mission  to  serve  in  behalf  of  this  ideal.  If  there  be  no  merit  in  this 
ideal,  then  there  is  no  merit  in  any  ideal.  If  there  be  no  merit  in 
this  ideal,  then  it  will  be  high  time  for  you,  gentlemen,  you  Repre- 
sentatives and  Senators,  to  cast  away  your  toga  of  office  and  to  take 
up  the  cry,  '*  Vanity  of  vanities,  all  is  vanity.  If  there  be  no  such 
iaeal,  then  the  Republic  is  nonsense;  then  there  is  nothing;  there  is 
Dihilism  and  we  are  then  simply  accidental  worms  and  not  vice 

fods  here  on  earth;  not  placed  here  by  the  power  we  call  Grod,  the 
Luler,  the  Absolute,  the  rower  behind  phenomena.  We  then  would 
have  no  part  in  conscience,  in  wiU,  in  ideal.  And  such  life  would 
make  of  curiosity,  of  interrogation,  of  progress  a  mockery.  I  feel 
that  way  sometimes  and  then  all  becomes  a  burden,  a  weary  burden. 
But  of  a  sudden  the  darkness  vanishes,  the  light  appears,  and  then 
comes  the  irresistible  impulse  and  the  imperative  mandate  which 
commands  work,  and  yet  more  work.  And  now  you  know  what  has 
brought  me  here.  Now  that  I  have  stated  the  motive,  we  will 
proceed. 

The  logic  of  the  case  that  I  am  to  present  is  exceedingly  simple. 
I  have  no  new  story  to  tell  you.  There  are  gentlemen  present,  Mem- 
bers of  the  House  and  Senate,  that  know  this  story  almost  by  heart. 
I  am  not  to  present  a  brand  new  idea.  I  am  to  present  a  scneme  of 
work,  a  system  of  cooperation,  which,  when  adopted,  would  sub- 
stantially do  for  the  farmers  of  the  United  States  wnat  the  chambers 
of  commerce  and  boards  of  trade  do  for  commerce  and  finance. 

On  the  3d  of  October  it  will  be  10  years  that  I  have  been  hving  in 
Rome,  as  delegate  of  the  United  States  to  the  International  Insti- 
tute of  Agriculture,  and  in  that  capacity  the  opportunity  presented 
itself  for  observing  the  operation  of  the  Landwirtschaftsrat.  This 
system  is  substantially  in  operation  in  a  number  of  the  continental 
countries,  and  is  more  clearly  defined  in  Germany  than  in  the  other 
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countries.  The  more  I  observed  the  operation  of  that  system  the 
more  I  became  convinced  that  its  adoption  in  the  United  States 
would  promote  the  economic  interests,  not  merely  of  the  farmers  but 
of  the  consumers,  of  all  the  American  people.  Yes;  it  would  evm 
transcend  the  boundary  line  of  economic  advantage;  it  woidd  go 
beyond  that;  it  would  be  a  political  advantage  to  the  American 
people. 

So  believing,  I  took  notes  of  what  I  saw  and  published  these  notes 
in  pamphlet  form  and  sent  them  out  broadcast  throughout  the 
United  States.  I  had  expected  that  as  soon  as  these  documents 
would  get  into  the  hands  of  the  American  people  that  they  would 
forthwith  start  the  Landwirtschaftsrat  in  the  United  States.  But 
this  was  not  to  be;  time  also  is  a  factor,  as  well  as  eflFort,  in  the  art 
of  promulgation.  It  took  these  several  years  to  evolve,  as  it  were, 
a  few  advocates  for  this  theme.  However,  these  advocates  are  here 
now  and  so  the  work  is  marching  on,  and  presently  we  may  see  these 
advocates  multiplied  in  geometric  ratio. 

And  what  of  this  Landwirtschaftsrat  ?  It  would  seem  to  me  that 
it  should  have  had  its  foundation  in  a  Republic  and  not  in  a  mon- 
archic country.  But  that  was  not  to  be.  Therefore,  we  must  forever 
Eve  Germany  the  credit  for  this  idea,  but  so  far  as  we  are  concerned 
t  us  say  ''better  late  than  never.''  In  fact,  it  is  not  a  question  of 
choice  at  all.  The  American  people  must  simplv  adapt  and  adopt  the 
Landwirtschaftsrat,  or  drift,  as  old  Rome  drifted,  toward  the  ulti- 
mate faU. 

But  what  does  all  this  mean?  Is  this  to  be  received  seriously;  is 
it  not  some  far-fetched  nonsensical  statement  ?    We  shall  see.     i  ou, 

fentlemen,  you.  Members  of  the  House  of  Representatives,  and  you, 
[embers  of  the  Senate,  you  shall  judge! 

But  before  proceeding  I  deem  it  in  order  to  give  what  I  believe  to 
be  an  interpretation  of  historv.  The  history  of  nations,  as  I  read  it, 
may  be  explained  by  this  illustration,  an  illustration  which  I  pre- 
sented at  the  Nashville  conference  a  couple  of  years  ago,  when  Senator 
Fletcher  was  presiding.  It  is  this;  it  is  a  tripod.  [Placing  his 
thumb,  forefinger,  and  middle  finger  on  the  table  in  the  form  of  a 
tripod.]  This  [indicating  the  forefinger]  is  labor,  and  this  [indicat- 
ing the  middle  finger]  is  commerce  and  finance,  and  this,  the  third 
f)art  of  the  tripod  [indicating  the  thumb],  is  agriculture.  These  two 
indicating  the  forefinger  and  middle  finger]  are  of  the  cities,  and 
this  [indicating  the  thumb]  is  of  the  country.  When  each  of  these 
three  [indicating]  remain  firmly  in  place  you  can  then  put  a  tre- 
mendous weight  on  the  tripod  [indicatmg],  but  when  any  one  of 
these  buckle  the  tripod  falls  and  comes  to  an  end.  It  happens  that  this 
fellow  and  that  fellow  [indicating  the  forefinger  and  middle  finger] 
are  the  two  progressives  because  the^  coalesce;  they  reason  together; 
then  they  unionize.  This  one  [indicating  the  forefinger]  with 
strength  in  membership ;  the  other  one  [indicating  the  middle  finger] 
in  the  concentration  of  skillful  direction  and  the  concentration  of 
money.  The  coalescing  of  these  first  two,  of  this  fellow  and  that 
fellow  [indicating]  has  taken  place,  not  merely  in  the  twentieth  cen- 
tury, but  it  has  been  the  case  right  along  in  the  past. 

Mr.  Goodwin.  When  you  say  this  feUow  and  that  fellow  you  mean 
the  laboring  man  on  the  one  side  and  the  financier  on  the  other? 
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Mr.  LxjBiN.  Yes;  this  [indicating  the  forefinger]  is,  as  before 
stated,  the  laborer;  this  [indicatii^  the  middle  finger]  is  the  financier^ 
And  thus  these  two  [indicating]  become  the  great  fighting  power  im 
the  tripod.  To  show  vou  that  this  illustration  will  apply  to  times 
gone  by  as  well  as  to  the  present  time.  I  have  brought  here  with  me 
some  excerpts  which  I  wiU  read,  ana  by  simply  chan^ng  a  word 
or  two  mal^e  it  read  as  part  of  ancient  history,  which  indeed  it  is, 
or  by  again  making  a  slight  change  it  would  read  as  modem  history 
of  to-day.  It  is  awfully  old,  it  is  awfully  modern — as  old  as  it  can 
be  and  as  modem  as  it  can  possibly  be.  I  will  read  it  in  a  moment 
or  so. 

Let  us  continue  with  the  illustration.  Now,  this  fellow  [indi- 
cating the  forefinger]  is  progressive,  and  this  other  fellow  [indi- 
cating the  middle  finger]  is  a&o  progressive;  in  fact,  they  are  more 
than  progressive — they  are  radicals.  But  if  you  should  accuse  this 
fellow  [indicating  the  middle  finger]  of  being  a  radical  he  will  say: 
"Oh,  no;  that  other  feUow  [indicating  the  forefinger]  is  a  radical; 
he  wears  a  red  necktie;  he  is  a  socialist,  an  anarchist.''  The  fact  is 
that  tshey  are  both  radicals.  This  fellow  [indicating  the  forefinger] 
wants  short  hours  and  big  pay,  whereas  this  other  ^Uow  [indicating 
the  middle  finger]  wants  more  profit.  Now,  mark — when  you  give 
this  fellow  [indicating  the  forennger]  the  short  hours  and  big  pay 
then  he  forthwith  wants  more  short  hours  and  big  pay;  and  vmem 
you  ^ve  him  short  hours  and  big  pay  then  he  wants  shorter 
and  bigger  pay.  Again  you  give  liim  what  he  asks  for,  and  again 
he  wants  more  and  more,  ana  there  is  never  any  end.  As  for  this 
other  fellow  [indicating  the  middle  finger]  wanting  more  profit, 
when  he  has  it  he  wants  still  more,  and  there  is  never  any  ena  to  it. 

Now,  as  for  this  pool*  fellow  here  [indicating  the  thumb}— the 
third  part  of  the  tripod,  the  farmer — ^he  has  to  take  what  he  can  get^ 
he  is  aependent  upon  the  world's  price,  which  is  modified  for  him  by 
the  home  price.  His  mind  is  differently  constituted  from  that  of  the 
other  two.  His  mind  is  tinctured  by  the  soil,  influenced  bj^  the  ani- 
mals he  comes  in  contact  with,  by  the  trees,  by  the  open  air,  by  the 
weather;  in  fact  he  is  quite  close  to  mother  eartn.  The  result  is  that 
these  two  fellows  in  the  tripod  [indicating  the  forefinger  and  middle 
finder]  are  keen  for  advantages,  but  this  third  part  of  the  tripod 
[indicating  the  thumb]  seems  slow,  stupid,  stunned  as  it  were.  So 
this  third  fellow  waits  and  hopes  for  something,  but  what  that 
something  is  he  does  not  exactly  know.  Nevertheless,  this  third 
fellow  has  merit — great  merit — for  he  is  the  conservative.  That  is 
his  great  value,  for  he  keeps  the  other  two  divisions  of  the  tripod,  the 
two  radicals,  in  check. 

It  is  amusing  to  note  the  opinion  these  two  fellows  [indicating  the 
forefinger  and  middle  finger]  have  of  this  third  fellow  [indicatin|; 
the  thumb].  In  Bible  times  they  called  him  ''Am-haaretz,"  which 
literally  means  the  man  of  the  earth,  the  countryman.  In  ancient 
Rome  and  Greece  he  was  known  as  a  villain,  a  man  that  lives  in  the 
viUage;  a  coward,  a  man  that  herded  cows;  a  pagan,  a  man  that  hves 
in  a  small  town;  a  heathen,  a  man  that  lived  on  the  heath. 

Yet  all  of  these  were  the  words  used  in  olden  times  to  designate 
farmera.  These  are  now  all  uncomplimentary  terms,  but  when  we 
want  this  man's  vote  we  call  him  the  right  arm  of  the  Nation, 
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nature's  nobleman.  And  what  purpose  does  this  man  serve!  A 
very  valuable  purpose;  his  conservatism  tends  to  keep  these  other 
fellows  [indicatmg  the  forefinger  and  middle  finfi[er]  from  eating  them- 
selves up.  These  two  fellows  [indicating  the  forefinger  and  middle 
finser]  would  run  each  other  ofF  the  face  of  the  earth,  but  this  fellow 
[inoicating  the  thumb]  checks  that  running.  He  says,  ''Where  are 
you  running  to?"  They  say,  "We  will  show  vou" — ''Give  us  your 
vote  and  we  will  show  you."  Now,  it  takes  tnis  fellow,  this  farmer 
[indicating  the  thumb]  such  an  awfully  long  time  to  be  convinced 
and  converted  that  the  whole  session  is  adjourned  before  they  can 
carry  their  radical  measures. 

So  they  try  e^ain  the  next  time  and  are  compelled  to  modify  and 
keep  on  modifying,  and  this  modifying  is  brought  about  through  the 
slowness  of  this  conservative.  So  then,  when  you  kill  this  conserva^ 
live,  when  you  kill  this  farmer  [indicating  the  thumb],  you  kill  the 
goose  that  lavs  the  golden  e^g,  and  the  Nation  is  dead. 

Let  us  see  how  this  worked  out  in  Rome,  ancient  Rome.  If  a  man 
from  Mars  visited  the  earth  during  the  several  epochs  of  Rome's  his- 
tory, and  if  he  had  come  down  to  me  earth  during  the  time  of  Augus- 
tus Csesar,  he  would  have  said:  "  Now,  this  is  strength;  this  is  beauty: 
this  is  the  height  of  sublime  power.*'  But  the  man  of  Mars  would 
have  been  mistaken,  for  at  that  time  Rome  was  reaUy  dead,  though  it 
was  a  time  when  Rome  was  beautiful,  as  New  York  is  beautiful  now, 
with  its  skyscrapers  and  miles  of  palaces,  and  like  other  cities  of  the 
United  States.  And  now  let  us  see  whether  the  American  Republic 
is  Uving  and  how  much  of  it  is  aUve  and  how  much  of  it  is  dead. 

We  read  in  the  newspapers  that  the  farmers  of  the  United  States 
were  never  more  prosperous  than  they  are  to-day;  that  they  own 
one  or  two  automooiles  apiece.  We  read  that  their  sons  go  to  univer- 
sities, that  they  have  got  lots  of  money  in  the  bank — so  much  money 
that  they  don't  know  what  to  do  with  it. 

Then,  again,  we  hear  of  other  statements  that  the  Nation  is  strong 
in  proportion  to  its  liabiUties  and  assets,  just  as  is  the  strength  of  a 
merchant.  Should  Dun  and  Bradstreet  give  a  report  of  a  merchant 
that  his  liabilities  are  S8,000  and  his  assets  SI 50,  that  merchant  would 
be  a  dead  proposition  if  Dun  and  Bradstreet  can  make  it  so. 

Now,  let  us  take  up  the  assets  of  the  Nation.  In  proportion  as  this 
fellow  [indicating  the  thumb],  the  farmer,  is  strong,  these  other  two 
fellows  [indicating  the  forefinger,  labor,  and  midcue  finger,  capital] 
stand  where  thev  are,  and  you  can  put  all  the  weight  you  please  on 
top  of  the  tripoa  and  the  tripod  is  solid;  the  Nation  stands.    But  in 

Proportion  as  this  fellow  is  weak  [indicating  the  thumb],  no  matter 
ow  strong  these  two  are  [indicating  the  forefinger  and  middle  finger], 
this  one  wfll  buckle  [indicating  the  thumb],  and  down  comes  the  Nation. 
And  now  mark  well,  when  is  this  fellow  [indicating  the  thumb] 
strong?  Only  so  long  as  he  holds  the  land;  but  when  ne  is  replaced 
by  the  renter  you  have  lost  your  conservative  and  you  have  now  got  a 
radical  in  his  place,  and  a  curious  kind  of  a  radical. 

When  the  city  man  plays  radical  he  seems  to  be  full  of  dash  and 
swear  words,  sand-lot,  and  froth;  nevertheless,  he  will  run  in  the 
first  hole  when  the  policeman  runs  after  him.  But  when  the  farmer 
turns  radical  and  lets  loose  he  does  not  run  away;  he  grabs  a  pitch- 
fork or  a  scythe  and  goes  on  a  rampage;  he  is  then  like  the  genii 
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out  of  a  bottle;  you  can't  put  him  back  again.  And  when  does  he 
run  loose  ?  When  you  transform  him  from  the  landowner  into  the 
renter. 

And  so  in  old  Rome.  So  long  as  the  farmer  owned  the  land 
nothing  could  move  the  RepubUc,  but  when  the  capitalist  got  the 
laborers  herded  together  in  big  armies,  and  when  they  captured 
countries  and  brought  cheap  corn  into  Italy,  the  capitalist  began  to 
compete  with  the  home  farmers,  and  the  price  of  corn  went  down  so 
low  that  the  farmers  of  Italy  got  into  debt  to  the  Roman  nobles,  and 
again  the  price  was  lowered  and  the  farmer  got  further  into  debt. 
^  he  could  not  pay  he  was  foreclosed  and  driven  off  his  land.  The 
fanners  became  radicals  and  they  ran  to  Rome  and  said,  '^  Give  us 
something.''  And  so  ambitious  politicians  came  along  and  one  said, 
*'  Follow  me  and  I  will  give  you  corn."  And  the  next  one  came  along 
saying:  ^^ Rather  follow  me  and  I  wUl  give  you  corn  and  wine. 
Another  increased  the  bid  saying:  *' Follow  me  and  I  will  give  you 
corn,  wine,  and  oil."  StiD  another,  with  vehement  gesture,  an- 
nounced: *^If  you  follow  me  I  will  give  you  corn,  wine,  oil,  and 
pork."  ^'Ah,  but  listen  to  me,"  yelled  the  final  bidder,  *^ follow  me, 
all  of  you,  and  I  wiU  give  you  corn,  wine,  oil,  pork,  and  magnificent 
shows  in  the  arena."  And  so  Rome  fell.  And  we  still  go  there  to 
see  her  ruins.  And  many  of  the  descendants  of  the  noble  Romans 
are  about  the  streets  of  our  cities  with  organ  and  monkey. 

And  so  does  it  befall  all  nations  whenever  the  third  man  in  the 
tripod,  the  farmer,  is  divested  of  his  land;  whenever  the  landowning 
fanner  is  replaced  by  the  renter;  whenever  the  conservative  of  the 
nation  is  transmuted  into  the  destructive  radical. 

And  now  let  us  see  how  we  stand.  Let  us  take  up  the  assets  and 
liabilities  of  this  question  so  far  as  the  American  KepubUc  is  con- 
cerned. The  life  of  this  Nation  is  less  than  150  years.  We  began 
this  national  life  with  an  unbounded  domain  of  land.  This  land  was 
substantially  given  free  to  the  farmers,  who  became  independent  land- 
owners— *  *  landlords." 

But  what  do  we  find  to-day?  This:  The  figures  of  the  Census 
Bureau  tell  us  that  37  per  cent  of  the  agricultural  land  in  the 
United  States  is  farmed  by  renters;  and  is  not  this  coming  danger- 
ously close  to  the  cause  which  destroyed  old  Rome?  Sixteen  per 
cfent  of  these  renters  were  made  in  the  last  10  years,  and  if  this  goes 
on  in  the  same  ratio  what  must  it  aU  end  in?  What  but  the  same 
destruction  as  that  which  befell  old  Rome. 

And  now  for  these  quotations  which  I  spoke  of  some  time  ago. 
Let  us  take  them  up  for  a  moment.  They  are  from  Karthoff's  Tne 
Rise  of  Christianity. 

In  speaking  of  tne  time  of  Augustus  Caesar,  he  says: 

The  Roman  noble  becomes  a  relentless  exploiter  of  the  poor  peasant.  He  is  a 
•peculator  on  a  grand  scale  and  menaces  the  State. 

This  is  interesting.  It  sounds  much,  the  same  as  what  we  may  find 
in  the  papers  of  the  United  States  at  any  time.  It  sounds  very  much 
as  if  tnere  were  trusts  in  those  days  just  as  there  are  in  our  day, 
and  that  the  mischiefs  that  were  done  to  the  Roman  Republic  by 
these  trusts  are  now  being  done  right  here  in  our  own  Republic  by 
the  modem  trusts. 
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Let  US  see  what  else  he  sajrs  about  this  matter: 

Right  accommodates  itself  entirely  to  might;  it  applies  to  private  life  the  funda- 
mental principles  of  political  annexation.  Gain  is  oooty;  not  a  claim  to  thB  oat- 
come  of  labor,  but  occupation,  appropriation  of  an  enemy's  goods. 

This  sounds  quite  familiar  to  the  ear.  It  sounds  like  what  we 
hear  at  the  present  time  in  our  day. 

And  now  let  us  proceed  further  with  these  ancient  trusts.  The 
writer  says: 

There  is  no  political  and  social,  and  certainly  no  religious  or  ethical,  resistaace 
to  the  evils  of  this  great  concentration  of  capital.  The  capitalistic  accumulation  on 
an  agrarian  basis  has  the  whole  power  of  the  State  at  its  dlspoaal  at  Rome— the  anny, 
the  fleet,  the  law,  and  the  government. 

Indeed,  there  is  evidently  nothing  new  under  the  sun,  for  as  it 
was  in  old  Rome  so  it  is  here. 
And  now  let  us  see  what  else  is  said : 

So  the  great  serpent  that  is  to  strangle  the  finest  strength  of  Rome,  its  peaaantiy, 
brings  its  coils  closer  and  closer  together. 

And  then  what  happened?    Let  us  hear  Tiberius  Gracchus: 

The  wild  beast  has  its  cavern  and  its  den ;  every  one  of  them  has  its  place  of  refuge. 
But  those  who  are  called  the  lords  of  the  earth  have  nothing  left  but  light  and  sunBhine. 
There  is  not  a  stone  that  they  can  call  their  own  and  lay  their  weary  head  to  rest  on. 

But  every  effort  to  refonn  the  situation  in  the  Roman  world  com- 
pletely failed. 

This,  then,  is  a  weak  spot  in  the  life  of  this  Republic.  There  is 
nothing  to  fear  from  foreign  invasions,  but  there  is  everything  to 
fear  from  the  independent  landowning  farmer  whenever  he  is  trans- 
muted into  a  renter,  whenever  he  takes  up  his  stand  with  the  radicals. 

During  the  last  couple  of  decades  we  have  been  busy  with  lesis- 
lative  measures  for  keeping  out  what  we  denominate  '*  undesirable 
foreigners/'  But  are  these  foreigners  really  so  imdesirable  as  they 
seem  to  be  ?  Are  they  not,  after  all,  the  raw  materials  of  what  this 
Repubhc  is  composed  ?  Are  these  foreigners  really  as  dangerous  to 
the  life  of  this  Nation  as  they  are  said  to  be  ?  Are  they  really  as 
dangerous  as  the  manipulators  who  obtain  ownership  of  vast  tracts 
of  land  in  order  that  they  may  establish  and  perpetuate  the  renting 
system  in  our  midst  ?  Which  of  these  two  foreign  elements  would  it 
be  safer  to  admit  and  which  to  exclude  ?  Would  it  not  be  safer  to 
admit  the  poor  and  lowly  and  to  exclude  those  who  would  convert 
the  free  landowning  farmer  into  a  dependent  renter  and  into  a 
radical? 

Now,  then,  with  all  the  foregoing  as  a  premise  we  will  now  pro- 
ceed with  the  case.  First  of  all,  what  is  the  Landwirtschaftsratt 
And  right  here  we  have  the  authoritative  information  on  pages  399 
and  400  of  the  report  of  the  American  commission  (S.  Doc.  214). 
And  I  want  to  state  while  I  am  on  that  subject  that  some  of  you 

fentlemen  here  will  very  shortly  recognize  the  value  of  this  Senate 
)ocument  214.  While  the  American  commission  in  its  trip  through 
the  European  countries  may  not  have  done  great  wonders  or  re- 
turned to  us  finished  financiers,  the  book  that  they  brought  back 
contains  the  testimony  on  the  subject  before  us  and  on  rural  credit, 
testimony  wliich  was  officially  given  by  some  of  the  most  eminent  peo- 
ple in  Europe  conversant  with  the  subject. 
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I  will,  therefore,  Mr.  Chairman,  ask  that  your  secretary  read  some 
excerpts  from  pages  399  and  400  of  that  book. 

The  Chairman.  The  secretary  is  not  here  now.  Mr.  Hegelsen,  will 
you  read  that  ? 

Mr.  Heoelsen  (reading): 

STATSMENT  OF  MB.  DADE,  SECRETABY  GENERAL  OF  THE  LAND  WIRT* 

SCHAFTSRAT  OF  BERLIN. 

The  German  Empire  is  composed  of  24  States.  The  largest  of  these  is  the  Kingdom 
of  Prussia,  which  is  divided  into  12  Provinces.  Each  of  these  Provinces  is  required 
by  Prussian  law  to  elect  a  chamber  of  agriculture.  The  same  system  prevails  in  the 
other  German  States;  all  have  their  chambers  of  agriculture  instituted  under  law. 
Each  of  these  chambers  of  agriculture  sends  one  or  more  delegates,  proportionate  to 
its  importance,  to  the  German  Landwirtschaftsrat,  which  thus  becomes  the  official 
council  of  agriculture  for  the  whole  of  the  German  Empire.  The  Landwirtschaftsrat 
acts  as  an  official  advisory  board,  with  right  of  criticism  and  initiative  on  all  agri- 
cultural legislation  affecting  the  whole  of  the  German  Empire.  You  can  see  what 
power  such  a  body  can  exercise  if  you  will  transfer  it  to  the  United  States.  Just 
imagine  that  in  every  State  you  had  an  organization  counting  some  20,000  members^ 
and  these  were  all  federated,  and  you  had,  sitting  in  Washington  at  stated  periods, 
the  council  elected  by  these  farmers  of  all  the  States  to  watch  over  their  interests  in 
matters  of  legislation. 

The  question  was  then  asked: 

Q.  What  would  be  the  position  of  E^iculture  in  Germany  if  you  had  no  such 
organization? — A.  We  could  do  nothing;  we  should  have  no  influence  either  on  home 
or  foreign  policy. 

Q.  Do  you  attribute  the  success  of  Germany  as  an  agricultural  country  to  the 
Landwirtschaftsrat? — A.  Yes;  the  Landwirtschafstrat  is  one  of  the  factors  in  this 
success.     It  has  secured  success  from  the  legislative  and  political  end. 

Speaking  on  this  subject,  Baron  Hermann  von  Schorn,  of  Munich^ 
member  of  the  leading  cooperative  societies  of  Bavaria,  said: 

The  Imperial  German  Landwirtschaftsrat  covers  the  whole  of  Germany;  it  is  the 
semiofficiiu  link  connecting  the  official  body,  the  Imperial  Government,  with  the 
unofficial,  with  the  people  actually  engaged  in  agriculture.  It  works  from  the  top 
down  and  from  the  bottom  up. 

I  will  now  give  the  questions  I  asked  and  the  replies  obtained  from 
the  secretary  general  of  the  similar  institution  for  Austria, .  and 
Landwirtschaf  tegesellschaf  t : 

Q.  Is  your  association  an  official,  semiofficial,  or  voluntary  body? — A.  It  is  semi- 
official; the  Government  is  in  direct  relation  with  it. 

Q.  Is  it  under  law? — A.  Yes;  under  national  and  provincial  law;  it  is  required  to 
assist  the  Government  as  an  advisory  body  in  its  work  for  the  promotion  of  agnculture. 

Q.  If  I  understand  you  rightly,  your  agricultural  societies,  from  the  central  society 
down  to  the  local  ana  provincial  societies,  are  connected  with  the  central  Govern- 
ment?— A.  Yes;  there  is  close  contact  between  the  Government  and  the  agricultural 
societies. 

Q.  Have  these  societies  only  the  right  to  act  as  advisory  boards  or  have  they  also 
the  right  of  initiative  in  matters  of  agricultural  legislation? — A.  They  have  certain 
rights  of  initiative. 

Q.  If  I  understood  you  rightly,  the  following  comparison  could  then  be  made: 
Agriculture  in  Austria  is  a  body  in  which  all  the  organs  are  connected  with  the  cen- 
tral organ,  the  heart;  it  is  a  body  in  which  the  circulation  proceeds  normally  from 
the  heart  to  the  limbs  and  organs;  whereas  agriculture  in  the  United  States  seems 
to  be  a  body  in  which  there  is  no  proper  circulation  from  the  heart  to  the  individual 
limbs  and  organs,  and  from  the  limbs  and  organs  to  the  heart. — A.  Your  comparison 
is  correct,  at  least  so  far  as  Austrian  agriculture  is  concerned. 
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Mr.  LuBiN.  It  will  thus  be  seen  that  the  German  Landwirtschafto- 
rat  is  an  entity,  which  has  its  beginning  in  the  township,  then  up  to 
the  county,  then  it  takes  in  a  State,  then  the  Province,  and  then 
finally  the  National  Landwirtschaf tsrat. 

In  accordance  with  law,  each  farmer  in  a  township  assessed  for 
taxation  has  a  certain  amount  of  that  assessment  set  aside  for  the 
Landwirtschaftsrat.  The  township  member  then  has  a  vote  for 
delegates  to  the  chambers  of  agriculture,  and  the  chambers  of  agri- 
culture elect  the  members  of  the  Landwirtschaftsrat;  in  all,  some  72 
members  for  the  German  Empire.  It  has  its  seat  in  Berlin  and  usually 
holds  its  session  when  the  Reichstag  meets.  It  is  a  deliberative  and 
consultative  body  with  advisory  powers.  The  Reichstag  must  sub- 
mit to  this  institution  all  pending  laws  directly  or  indirectly  affecting 
agriculture.  The  Landwu'tschaltsrat  tenders  its  opinion  to  the 
Reichstag  on  all  such  measures  pending,  and  these  opinions  receive 
the  most  careful  attention  from  the  Reichstag,  for  these  opinions  are 
influenced  by  the  will  of  the  farmers  from  the  small  township  right 
up  to  the  county,  State,  the  Province,  and  the  Nation.  The  other 
functions  of  the  Landwirtschaftsrat  is  the  supervision  and  direction 
it  gives  to  the  economic  distribution  of  the  products  of  the  farm. 

Thus  it  mav  be  seen  at  a  glance  how  effective  such  an  organization 
must  be  in  the  economic  and  political  history  of  the  nation.  The 
first  and  most  significant  service  rendered  by  the  Landwirtschaftsrat 
is  that  they  render  trusts  in  food  products  an  impossibility. 

Before  the  Landwirtschaftsrat  was  established  in  the  European 
countries  they  had  food-product  trusts,  chicken  trusts,  potato  trusts, 
«gg  trusts,  meat  trusts,  and  butter  trusts,  as  we  have  them  here,  not 
as  systematized  as  here,  but  then  that  was  years  ago,  when  they  were 
not  even  systematized  here.  And  it  can  oe  saf^y  asserted  that  if 
there  were  no  Landwirtschaftsrat  institutions  in  the  European  coun- 
tries at  the  present  there  would  have  been  as  many  systematized  trusts 
there  now  as  here.  But  under  the  Landwirtschaftsrat  system  in  the 
European  countries,  such  a  thing  as  a  trust  in  food  proaucts  is  sub- 
stantially and  practically  an  impossibility. 

From  time  to  time  spasmodic  efforts  are  made  to  fight  the  trust  in 
the  United  States.  Ordinarily  the  American  people  pursue  sane  and 
rational  methods.  They  Are  noted  for  employing  the  right  means 
for  the  attainment  of  certain  ends,  but  in  the  matter  of  the  trust  the 
American  people  have  not  so  far  employed  rational  means  toward  the 
given  end.  There  is  a  constant  reiteration  of  taking  up  irrelevant 
and  ineffective  means  toward  the  attainment  of  a  given  end,  toward 
the  doing  away  with  the  trust.  It  is  a  fortunate  thing  that  shoe- 
makers and  weavers  are  more  rational;  otherwise  we  would  have 
irrational  shoes  and  irrational  cloth.  We  have  thousands  of  schemes 
for  ''fighting"  trusts,  and  a  grand  old  ''standby"  for  talking  to  the 

gallery,  for  making  political  capital  is  to  clench  both  hands  into 
sts  and  come  down  with  both  of  them  simultaneously  with  a  pound 
on  the  table,  and  with  rigid,  set  features,  with  flasning  eyes,  and 
widely-extended  mouth,  jm  out,  "By  heavens,  let  us  penalize  them,*" 
all  of  which,  of  course,  is  nonsense,  for  the  way  to  kill  the  trust  is  not 
to  fight  them  at  all;  just  simply  take  the  goods  that  the  trust  deals  in 
and  place  them  out  of  the  trust's  reach,  and  then  you  have  the  finish 
of  the  trust. 
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And  this  is  just  what  the  Landwirtschaftsrat  means.  It  means 
that  every  European  town  has  its  street  markets,  has  its  cooperative 
associations  for  distribution,  has  its  standardized  packages,  its  stand- 
ardized packing,  the  regulated  sj^nchronization  of  its  product  so  that 
it  may  oe  earned  and  delivered  economically.  The  scientific  use  of 
the  parcels  post  and  the  employment  of  the  focal  pits  and  exchanges, 
and  where  can  there  be  any  room  for  the  trust  when  such  things  are 
done  by  the  people  themselves  under  the  direction  of  the  Land- 
wirtschaftsrat? 

Mr.  Goodwin.  The  object  of  the  resolution  is  to  bring  the  producer 
into  more  immediate  contact  with  the  consumer  of  his  product,  and 
in  that  wav  the  trust  will  be  eliminated,  and  the  producer  will  receive 
more  for  the  product  of  his  toil,  and  the  consumer  will  buy  the  agri- 
cultural  products  for  less  than  he  is  now  buying  them,  for  the  reason 
that  in  the  meantime  the  middle  man,  to  a  large  extent,  wiU  be 
eliminated. 

Mr.  Hauqen.  The  object  is  to  do  away  with  the  commission  man,, 
and  to  bring  the  goods  irom  the  farm  to  the  kitchen. 

Mr.  Lubin.  Yes;  what  are  now  known  as  middle  men  will,  under 
this  proposed  national  commission,  be  but  employees  of  the  cooper- 
ating farmers. 

Mr.  Heloelaen.  Could  you  find  an  American  name  that  would  be 
better  understood  than  the  German  name  Landwirtschaftsrat  ? 

Mr.  Lubin.  I  hardly  think  it  would  be  good  poHcy  to  do  that  at 
this  time.  When  we  purpose  to  adapt  and  adopt  the  Landwirt- 
Bchaftsrat  to  American  needs  we  have  a  fairly  well-defined  work 
before  us,  but  if  we  were  to  simply  say  that  we  want  a  national 
agricultural  council  that  would  not  oe  definite,  for  it  would  permit 
of  any  number  of  schemes  being  taken  up,  and  this  would  leave  us  as 
far  oflF  from  practical  accompBshment  as  we  ever  were.  I  should 
favor  persistency  in  adhering  to  the  name,  at  least  until  after  the 
plan  has  been  adopted,  and  thereafter  employ  the  term  national 
agricultural  council. 

Now  to  continue.  If  we  study  the  history  of  the  European 
Landwirtschaftsrat  we  will  find  that  it  was  not  bom  in  a  day;  there 
was  groping  and  struggling  for  years  to  build  it  up.  The  first  efforts. 
like  those  in  the  United  States,  were  attended  by  nongovernmental 
and  nonofficial  national  organizations,  and  there  sprang  up,  hke  in 
tiie  United  States  at  the  present  time,  many  organizations  calling 
themselves  "the  national  association."  But  when  they  attemptea 
to  accomplish  anything  they  neutralized  each  other  just  as  they  do 
here.  Each  of  them  aaimed  to  represent  the  nation,  when  in  fact 
none  of  them  represented  the  nation.  As  a 'result  there  was  con- 
fusion, discord,  and  inefficiency. 

Seemingly,  we  in  the  United  States  are  passing  through  similar 
experiences  in  our  economic  history  to  those  passed  through  in  the 
European  countries.  We  have  evolved  up  to  the  stage  when  a 
number  of  unofficial,  nongovernmental  associations  are  endeavoring 
to  shape  and  handle  the  economic  status  of  American  agriculture.  I 
see  that  Mr.  Hampton  is  here,  and  I  would  be  pleased  to  have  him 
mention  some  of  these  national  organizations. 

Mr.  Hampton.  Well,  there  is  the  National  Farmers'  Union;  the 
National  Grange;  the  Society  of  Equity;  The  Gleaners;  the  Cooper- 
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ative  Farmers'  Associations,  etc.    And  then  there  are  the  Farmers' 
National  Unions,  like  the  Fruit  Growers,  Dairj,  Elevators,  etc. 

Mr.  LuBiN.  Now,  all  those  national  organizations  in  the  United 
States,  instead  of  being  a  strength  are  a  great  weakness,  as  was  the 
case  in  the  European  countires  with  nonofficial  organizations,  and 
evidently  Hke  the  second  step  in  the  European  experience  we  are 
turning  toward  the  other  direction  in  instituting  an  official  govem- 
mental  association.  This  attempt  was  intendea  to  be  through  the 
Bureau  of  Markets  of  the  Department  of  Agriculture.  But  such 
attempts  in  the  European  countries  were  found  to  be  impracticable. 

It  was  soon  perceived  that  a  governmental  (official)  agency  could 
not  be  made  to  work.  No  government  in  the  world,  not  even  a  gov- 
ernment  as  paternal  as  China,  would  dare  in  our  day  to  tell  the  farm- 
ers, **Do  not  sell  to  certain  dealers  on  certain  streets  in  Chicago,  but 
sell  to  other  dealers  in  another  street  or  in  another  square  or  in 
another  city.'*  That  kind  of  paternalism  may  only  be  permitted 
under  a  despot  that  owns  all  ihe  people,  all  the  land,  everything  in 
the  country. 

And  what,  then,  is  left?  One  of  two  things:  Either  to  permit  the 
trusts  to  run  as  they  are  doing  now  and  permit  them  to  employ 
scientific  means  for  their  upbuilding  and  perpetuation,  or  the  estab- 
lishment of  the  semiofficial  organizations  on  the  same  order  as  the 
European  semiofficial  Landwir^chaftsrat. 

And  right  here  let  it  be  understood  that  in  instituting  the  Land- 
wirtschaftsrat  it  does  not  necessarily  follow  that  it  would  put  out 
of  commission  the  present  nonofficial,  nongovernmental  associations. 
On  the  contrary,  tney  would  continue  and  be  very  much  stronger 
under  the  semiofficial  governmental  association  than  they  have  ever 
been  before. 

And  now  the  question  arises:  Assuming  that  we  want  the  Land- 
wirtschaf tsrat,  what  are  the  necessary  steps  to  be  taken  in  order  for 
us  to  have  it  ?  If  it  were  hke  a  piece  of  music  we  could  buy  a  few 
sheets  and  play  it,  but  this  Landwirtschaftsrat  must  be  built  up. 
And  right  here  we  are  confronted  by  the  problems  of  a  series  of 
practical  trials  and  with  heterogeneous  factors.  More  than  that, 
these  factors  are  Ukely  to  be  blocked  by  and  hampered  in  almost 
every  move  they  will  attempt.  For  a  fact,  it  takes  more  science, 
more  exactness,  more  skill  in  the  working  out  a  design  to  be  put  on  a 
loom  to  weave  a  yard  of  cloth,  than  it  does  to  build  up  a  Landwirt- 
schaftsrat, but  then  the  designer  and  his  loom  are  not  hampered  by 
lack  of  knowledge  nor  by  destructive  forces  to  interfere  with  hiB. 
labors.  But  in  the  upbuilding  of  such  an  institution  as  the  Land- 
wirtschaftsrat we  must  not  be  surprised  to  find  a  conglomerate  mass 
of  incoherent  and  heterogeneous  forces  which  must  first  be  marshaled 
into  coherency  and  efficiency,  and  this  is  no  easy  task. 

Fortimately  a  way  presents  itself  how  this  may  be  done.  The  joint 
resolution  (H.  J.  Res.  344)  which  has  here  been  presented,  on  which 
I  am  now  speaking,  offers  a  pathway,  a  near  pathway,  for  bringing 
about  the  Landwirtschaftsrat.  It  must  be  understood  that  this  reso- 
lution is  not  for  the  Landwirtschaftsrat  proper.  It  is  merely  a  sub- 
stitute for  it;  it  is  intended  merely  to  serve  as  a  means  to  the  end;  as 
a  means  of  bringing  about  the  Landwirtschaftsrat.  This  resolution 
calls  for  an  organization  which  shall  work  from  the  top  down, 
whereas  the  Landwirtschaftsrat  works  from  the  bottom  up.    The 
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Landwirtschaftsrat  exerts  great  power  because  it  expresses  the  will 
of  the  farmer  from  each  township,  percolating  upward  through  the 
county,  through  the  State,  up  to  the  national  organization,  whereas 
the  proposed  national  organization  through  this  resolution  begins 
from  the  national  organization  and  percolates  downward  to  the  State, 
the  county,  and  to  the  township. 

The  Landwirtschaftsrat  is  by  far  the  better;  that  is  understood; 
but  the  national  organization  under  this  resolution  will  serve  the  pur- 
pose of  practical  illustration,  and  thus  hasten  on  the  upbuilding  of 
the  Lanawirtschaftsrat  in  the  United  States. 

And  the  recent  undue  rise  in  the  price  of  farm  products  in  the 
United  States,  which  the  European  war  brought  on,  is  a  splendid  spur 
toward  carrying  this  resolution,  and  for  the  ultimate  upbuilding  of 
the  Landwirtschaftsrat. 

But  the  strength  of  this  proposed  national  organization  under  this 

{'oint  resolution  must  rest  with  the  character  of  the  men  that  are  to 
>e  appointed  by  the  President  of  the  United  States. 

The  proposed  national  commission  is  to  consist  of  29  men,  15  of 
them  farmers,  and  each  farmer  appointed  should  be  a  ''star"  among 
farm  leaders  of  this  country.  But  of  still  greater  importance  to  the 
success  of  this  effort  will  be  the  character  of  the  14  additional  mem- 
bers of  the  commission.  If  these  14  are  to  be  composed  merely  of 
men  of  mediocre  capacities  then  it  would  be  better  to  abstain  from 
this  effort  altogether.  If  the  selection  be  fortunate,  if  it  consists 
of  men  of  rare  ability  in  the  several  avenues  indicated;  if  it  con- 
sists of  hijgh-grade  transportation  men;  of  a  high-grade  man  con- 
versant with  mterstate  law;  of  a  high-grade  man  wno  understands 
the  uses  of  money;  and  above  all  of  nigh-grade  men  who  have  a 
knowledge  of  merchandising,  both  wholesale  and  retail,  of  selling 
in  near-by  and  in  remote  distances  from  the  place  of  production,  oi 
selling  in  remote  export  markets  as  well  as  home  martets,  then  the 
commission  is  likely  to  shape  the  work  for  which  thev  were  ap- 
pointed into  a  successful  issue.  And  this  in  turn  will  oe  Ukely  to 
give  us  the  Landwirtschaftsrat. 

So  far,  however,  we  have  only  provided  part  of  the  organization — 
the  national  commission.  But  this  is  merely  a  part  of  the  plan — 
merely  the  first  part. 

The  second  part  is  the  State  commission,  which  should  be  ap- 
pointed by  the  governors  of  each  State.  The  State  commission  mem- 
bers should,  Uke  the  national  commission,  be  composed  of  high-grade 
men — the  best  available  in  the  State. 

The  State  commission  should  have  the  power  to  appoint  the  county 
committer. 

The  county  committees  should  have  the  power  to  appoint  the  town- 
ship committees. 

The  State,  coimty,  and  township  committees  to  be  governed  by 
rules  and  by-laws  not  in  conflict  with  the  provisions  of  the  national 
comimssion. 

Under  the  direction  of  the  national  commission  and  the  State 
comimssion  the  county  and  township  committees  will  make  pro- 
visions for  synchroniziag  the  products  ready  for  the  local  markets 
or  for  transportation.  Local  sales  shall  be  (a)  Open-air  markets 
on  the  plazas;    {b)  indoor  markets  consisting  of  sample  rooms,  pits 


1324  NATIONAL  MABKETING  COMMISSION. 

or  exchanges,  and  auction  rooms;    (c)  the  salesrooms  shall  have 
divisions,  one  for  retail  selling  and  another  for  wholesale  selling. 

The  movement  on  sales  of  products  within  the  township  to  be 
under  the  direction  of  the  townsnip  committee;  and  if  within  county, 
under  direction  of  the  county  committee;  if  within  the  State,  under 
the  direction  of  the  State  commission;  if  outside  of  the  State,  under 
the  direction  of  the  national  commission. 

Senator  Fletcher.  A  semiofficial  commission  with  offices  at  the 
principal  distributing  centers,  and  headquarters  where  the  batteries 
are  charged,  that  are  to  put  in  motion  the  various  enei^es  for  the 
general  good,  could  serve  most  advantageously  both  the  producer 
and  consumer  of  farm  products. 

The  numerous  organizations,  widely  scattered  and  wholly  discon- 
nected at  present,  while  serving  many  useful  purposes,  are  not  only 
inadeauate,  but  often  conflicting  when  it  comes  to  handling  the  prob- 
lem 01  economical  distribution. 

This  is  the  great  unsolved  problem  in  this  country,  and  until  it  is 
solved  there  will  "he  waste,  unprofitable  labor,  and  nigh  living  cost. 
A  commission  of  experienced,  public-spirited  men,  experts  in  flie  va- 
rious lines  involved,  in  all  tne  elements  of  proper  marketing,  with 
some  authority  and  power  behind  them,  coula  accomplish  results 
vastly  beneficial  to  all  our  people.  Not  only  does  the  tremendous 
sum  of  $6,000,000,000  annually  disappear  or  become  absorbed  be- 
tween the  farm  and  the  consumer's  kitchen,  but  products  of  the 
farm  go  to  waste  and  bring  nothing,  while  hungry  consumers  would 
gladly  pay  prices  running  mto  milEons  for  them  if  there  was  a  way 
of  gettmg  tnese  to  market  so  that  a  product  which  has  no  value 
where  it  is  might  be  placed  where  it  has  excellent  value,  to  the  benefit 
of  all  concerned. 

No  greater  service  could  be  rendered  all  the  people  than  is  pos- 
sible with  such  a  commission,  determined  upon  the  wise  solution  of 
the  problem  of  marketing  and  distribution  of  the  necessities  of  life. 

Mr.  LuBiN.  In  conclumng  my  remarks  on  the  resolution,  I  wish 
to  say  that  it  is  fortunate  mdeed  that  the  pioneering  stage  of  this 
work  is  in  the  hands  of  Congress.  There  is  perhaps  no  body  of  men  in 
the  United  States  better  able  to  judge  the  merits  of  the  proposal  than 
the  lawmakers  of  the  land.     Now,  the  proposal  is  practical  or  it  is  not 

If  it  is  not,  that  ends  the  matter;  but  if  it  is,  it  can  be  safely 
counted  upon  that  every  Member  of  the  present  Congress  will  fed 
it  his  duty  not  merely  to  urge  the  passage  of  this  resolution,  but  also 
to  exert  nis  best  energy  toward  putting  the  work  called  for  by  the 
resolution  in  proper  working  order. 

It  must  necessarily  follow  that  if  the  proposal  is  practical  it  is  of 
primary  interest,  not  merely  to  the  farmers  of  the  Nation,  but  to  the 
consumers  as  well.  It  will  thus  follow  that  in  working  toward  this 
end  every  Congressman  would  keep  his  pledge  to  his  constituency 
when  he  pledged  to  work  for  their  mterests— his  constituency  of  the 
country  and  nis  constituency  of  the  cities. 

And  there  is  perhaps  no  other  question  that  can  be  introduced  in 
Congress  which  would  serve  a  better  index  to  indicate  the  value  of 
such  services  than  this  measure. 

From  time  to  time  the  American  people  have  been  fortunate  in 
their  Congressmen,  when  power  and  ability  was  made  to  shine  forth 
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in  clear  relief;  power  and  ability  which  was  appreciated,  not  merely 
bv  the  American  people  but  by  the  people  of  the  world:  power  and 
aoility  which  has  been  made  manifest  in  the  imperishable  records  of 
history.  But  the  man  of  power  and  ability  must  have  the  opportu- 
nity to  exercise  that  power  and  that  ability,  otherwise  that  power  is 
merely  potential  and  that  ability  likewise  so.  Now,  then,  the  pro- 
posal before  us  offers  that  opportunity  or  it  does  not.  If  it  does  not, 
that  ends  the  matter.     But  if  it  does,  it  offers,  a  great  opportunity, 

Krhaps  the  greatest  opportunity  that  ever  presented  itself  to  tihe 
Tnnakers  of  our  land,  lor  is  it  a  small  matter  to  conserve  the  con- 
servatives of  our  Nation  ?  Is  it  a  small  matter  to  cut  out,  as  with 
surgeon's  knife,  the  cancerous  trusts  which  tend  to  devour  the  con- 
servative, the  American  farmer  on  the  one  hand  and  to  eat  up  the 
substance  of  labor  on  the  other.  Is  it  a  small  matter  to  so  purify 
this  Republic,  to  so  eliminate  the  decaying  and  destructive  influ- 
ences wnich  shall  bring  added  strength  ana  perpetuity  to  this  Re- 
public? Is  it  a  small  matter  to  so  conserve  the  liberties  of  the 
American  people  in  order  that  they  may  prove  an  example,  serve 
as  schoolmasters  of  aU  the  nations  of  the  earth,  teaching  tnem  what 
liberty  is  and  what  liberty  means  ? 
American  orators  in  speaking  to  the  American  people  on  liberty 

Eoint  to  the  American  fifag,  but  is  not  the  flag  merely  a  symbol  of 
berty  ?  There  is  a  practical  phase  of  liberty  as  well  as  a  theoretical 
phase,  and  the  practical  phase  is  not  less  a  reality  than  is  the  theoret- 
ical. And  what  is  that  practical  phase.  Place  an  American  dollar 
in  your  hand  and  contemplate  it  for  a  moment.  That  dollar  gives 
the  owner  a  right  to  buy  a  dollar's  worth  of  goods  or  it  gives  him  the 
right  to  enjoy  the  leisure  which  the  dollar  will  afford  him.  The 
dollar  is  a  measure  of  so  much  goods,  of  so  much  leisure.  The  owner 
of  the  dollar  has  the  right  to  a  dollar's  worth;  he  has  the  liberty  of 
a  dollar's  worth.  Is  this  not  so?  It  certainly  is  so.  And  now, 
what  must  follow  if  there  are  influences  at  work  that  tend  to  di- 
minish the  purchasing  power  of  that  dollar — influences  which  work 
covertly,  unjustly  ?  Does  it  not  follow  that  these  influences  deprive 
the  owner  of  the  dollar  of  liberty,  and  in  depriving  that  owner  of  his 
liberty  does  that  not  diminish  tne  value  of  the  symbol,  the  value  of 
the  flag?  And  if  we  so  labor  as  to  do  away  with  this  covertness. 
with  this  injustice  in  exchange,  does  that  not  strengthen  the  value  oi 
the  symbol,  the  integrity  of  the  American  flag  ? 

This  measure  then  means  very  much  for  the  American  people  or 
it  does  not.  If  it  means  much  it  affords  the  opportunity  to  each 
Member  of  Congress  to  convert  the  potential  ability  and  the  potential 
power  into  real  abiUty  and  real  power.  Surely  the  scope  of  the  work 
under  this  resolution  is  as  great  an  incentive  as  ever  prompted  the 
greatest  of  historical  characters.  Up  to  the  twentieth  centunr  our 
children  have  been  taught  to  believe  that  Alexander,  Caesar,  Hanni- 
bal, and  Napoleon  were  the  great  men.  From  the  twentieth  century 
onward  our  children  will  be  taught  that  the  conservators  of  liberty, 
especially  practical  liberty,  are  the  great  men.  The  coming  ^eat 
men  will  be  those  that  will  make  straight  the  path  in  the  fiela  of  ex- 
change between  man  and  man.  Tms  is  upbuilding,  conserving, 
whereas  the  great  war  lords  are  but  wholesale  Dutchers.  I  now  leave 
this  matter  in  your  hands,  feeling  sure  that  as  American  legislators 
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who  have  the  welfare  of  the  American  people  at  heart,  this  measure 
is  in  the  right  hands.  And  now,  finally,  I  thank  you,  Mr.  Chainnaii 
and  gentlemen  for  the  courtesy  of  this  nearing,  and  the  sustained  in- 
terest in  the  subject  which  you  have  manifested. 

The  Chaisman.  Gentlemen,  I  am  sure  that  I  speak  the  wish  of 
every  member  of  this  committee,  as  well  as  the  wish  of  every  mem- 
ber present  who  is  not  a  member  of  the  committee,  when  I  express 
to  Mr.  Lubin  the  thanks  of  the  committee  for  his  very  able  and  in* 
teresting  statement.    [Applause.] 
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Committee  on  Agriculture, 
House  of  Representahyes, 

Thursdayy  February  IBS,  1916. 

The  committee  at  10  a.  m.  to-day  met,  Hon.  Asbury  F.  Leyer 
(chairman)  presidii^. 

The  Chairjian.  Gentlemen  of  the  committee,  Mr.  Cooper,  of  Wis- 
consin, who  introduced  the  bill  H.  R.  21443,  requested  tnis  hearing. 
Mr.  Cooper  is  present  and  will  present  his  case  and  his  witnesses  m 
such  way  as  he  desires. 

[H.  R.  21443,  Sixty-third  CoDgresB,  third  searion.] 

A  BILL  To  reimburse  owners  of  cattle  exhibited  at  the  National  Dairy  Show  at  Chicago.  Illinois,  in  Na- 
Tember.  nineteen  hundred  and  fourteen,  and  since  then  detained  in  said  city  because  of  the  quaranttaie 
establisDed  by  the  United  States  Government. 

Be  U  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of  America 
in  Congress  assembled^  That  there  is  hereby  appropriated,  out  of  any  money  in  the 
United  Statee  Treasury  not  otherwise  appropnated,  the  sum  of  $500,000,  or  so  much 
thereof  as  may  be  necessary,  to  reimburse  tne  owners  of  cattle  ezhioited  at  the  Na- 
tional Dairy  Show  at  Chicago  in  November,  nineteen  hundred  and  fourteen,  for 
expenses  incurred  by  them  as  the  result  of  said  cattle  being  then  quarantined  and  since 
detained  at  said  city  by  reason  of  orders  issued  by  Hie  Government  of  the  United 
States  to  prevent  the  spread  of  an  epidemic  of  foot-and-mouth  disease,  which  said 
sum  is  hereby  made  immediately  available. 

Sec.  2.  That  the  amounts  to  be  pain  to  Uie  respective  owners  of  said  cattle  shall  be 
determined  and  paid  under  rules  and  regulations  to  be  prescribed  by  the  Secretary 
of  the  United  States  Department  of  Agriculture. 

STATEMENT    OF   HON.    HEITBT   A.    COOPEB,    A   MEHBEB   OF 
COHOBESS   FBOM   TEE   STATE   OF   WISCONSIN. 

Mr.  Cooper.  Mr.  Chairman  and  gentlemen  of  the  committee: 
On  the  22d  of  February  I  received  this  telegram: 

Union  Stock  Yards..  Chicago,  III, 

At  meeting  held  this  morning  of  40  owners  of  dairy  cattle  now  in  Quarantine  at 
Chicago  a  committee  to  confer  with  House  committee  on  your  bill  H.  K.  21443  was 
a|>pointed,  and  I  am  directed  to  request  you  to  arrange  for  conference  that  our  com- 
mittee may  be  heard.  Thursday  this  week  suggested.  If  convenient  kindly  advise 
me,  Chicago,  by  wire,  care  National  Dairy  Show,  817  Exchange  Avenue,  the  date 
arranged.    Reference  your  letter  16th,  Baurd  Waukesha. 

W.  W.  Mabsh. 

I  did  not  receive  that  telegram  until  11  o'clock  at  night.  The 
next  morning  I  found  the  chairman  of  this  committee.  Mr.  Lever, 
and  arrangea  for  an  interview  in  accordance  with  the  request  wired 
me  by  Mr.  Marsh,  with  whom  I  am  not  personally  acquainted. 
After  making  the  arrangements  with  Chairman  Lever,  I  wired 
Mr.  Marsh  that  the  meeting  had  been  arranged,  giving  the  hour 
and  day  and  requesting  that  he  wire  me  whether  ne  would  come> 
etc.,  since  which  time  I  have  not  heard  a  word,  directly  or  indirectly, 
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from  Mr.  Marsh.  After  I  had  sent  the  telegram  to  Mr.  Marsh, 
Representative  Volhner  called  on  me  in  the  House  and  stated  that 
a  gentleman  from  Iowa  had  wired  him  that  he  was  anxious  to  be 
at  the  hearing  on  the  bill,  and  Mr.  VoUmer  wanted  to  know  if  he 
could  be  heard  and  I  said,  ''Yes;  wire  him." 

The  Chairman.  I  understand  that  that  gentleman  is  present. 

Mr.  Hudson.  I  am  chairman  of  the  executive  committee  of  the 
Jersey  Cattle  Club.  We  only  received  our  dispatches  vesterday 
mormng  and  we  had  to  wire  to  the  other  people.  It  has  been  very 
close  work  for  us  to  make  the  appointment  here.  If  we  had  had  two 
or  three  days  we  could  undoubtedly  have  secured  a  large  delegation 
here. 

Mr.  Cooper.  Mr.  Marsh  wired  me  to  have  the  hearing  this  morning 
at  10  o^  clock. 

Mr.  Hudson.  I  suppose  they  started  at  once  immediately  upon 
the  receipt  of  the  telegram. 

Mr.  Cooper.  Representative  Butler^  of  Pennsylvania,  came  to  me 
and  said  that  he  had  some  people  in  his  State  who  were  very  anxious 
to  be  heard  by  the  committee  on  this  bill. 

The  Chairman.  I  understand  that  a  gentleman  from  Pennsylvania 
is  present. 

Mr.  WiNSLOW.  I  am  the  secretary  of  the  breeders'  association. 

The  Chairman.  You  may  proceed,  Mr.  Hudson. 

STATEMENT  OF  MS.  C.  I.  HTTDSOIT,  OF  EAST  VOBWIGE,  V.T. 

Mr.  Hudson.  I  would  suggest  that  the  chairman  read  the  com- 
munication which  he  has  in  reference  to  this  matter. 
The  Chairman.  I  have  the  following  communications: 

New  York,  N.  Y.,  February  £3, 1915. 
Mr.  C.  I.  Hudson, 

Galm  Hall,  Atlantic  dtp,  N.  J.: 

Skinner,  Chicago,  telegraphs  conference  arranged  for  next  Thursday  marning  10 
o'clock.  Agricultural  Committee,  Washington,  to  take  up  Cooper  bill  to  reimbune 
owners  of  dairy  cattle  in  quarantine.  Exceedingly  important  your  committee  be 
there. 

R.  M.  Gow 
Secretary  American  Jeney  Cattle  Clvb. 


[American  Jersey  Cattle  Co.,  334  West  Twenty-third  Street,  New  York,  N.  Y.] 

Washington,  D.  C,  February  t5, 1915. 

To  the  CoiflflTTEE  ON  AORICULTUBB  AND  FORESTBY.' 

We  ur^e  an  investigation  of  the  origin  and  cause  of  the  quarantine  and  present  coi^ 
dition  arising  from  the  foot  and  mouth  disease  from  a  joint  committee  of  Senate  tnd 
Congress  and  that  an  appropriation  be  made  by  the  Government  to  reimburse  the 
innocent  exhibitors  whose  prize  herds  have  been  held  in  quarantine  in  Chicago  since 
the  National  Dairy  Show  up  to  October  31,  1914,  by  the  Bureau  of  Animal  Indiistzy 
Veterinarians,  United  States  of  America,  and  the  State  of  Illinois  veterinariiDfl- 
The  undersigned  are  a  committee  appointed  by  the  American  Jersey  Cattle  dub, 
representing  17,000  breederd. 

C.  I.  Hudson,  East  Norwich^  N.  Y. 

M.  D.  Munn,  8t.  Paul,  Minn. 

S.  T.  Henning,  ShelbyviUe,  Ky. 

Hon.  J.  J.  Richardson,  DavenpcH^  iowfl. 
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NiLBS,  Mich.,  Dec,  7, 1914* 
TheAMSBiCAN  Guernsey  Cattle  Club, 

FeterborOf  N.  H, 

Dear  Sirs:  On  separate  sheets  inclosed  witJi  this  we  send  you  a  list  of  our  regis- 
tered Guernseys  killed  November  2,  1914,  because  of  "foot-and-mouth"  disease. 

In  addition  to  this  list  of  24,  we  lost  one  heifer  recently  purchased,  the  papers  not 
having  reached  us  yet,  and  one  heifer  not  registered. 

Also  25  grades,  the  result  of  30  years  of  constant  selection  and  the  use  of  Guernsey 
sires  since  1898. 

This  disease  started  with  one  pig  on  the  farm  of  Mr.  W.  E.  Hoadley,  about  a  mile 
from  our  farm,  during  the  first  week  in  August. 

The  first  case  being  vpry  light  and  recovering  quickly,  little  attention  was  paid  it 
till  the  cows  were  taken  and  Dr.  W.  T.  Graham,  V.  S..  was  called  on  August  23. 

Finding  the  same  disease  on  another  farm  1  mile  aistant.  Dr.  Graham  notified  the 
State  veterinarian,  Dr.  Dumphy,  and  he  came  to  Niles  September  3,  and  immediately 
called  a  Federal  inspector  from  Detroit.  On  September  4  the  two  took  matter  from 
the  sick  animals  and  sent  to  Washington,  saying  that  it  would  require  10  days  to  decide 
on  the  nature  of  the  disease. 

Herds  Nos.  3  and  4  were  exposed  to  No.  2,  and  came  down  soon  after  the  doctors  left, 
with  herd  No.  5  a  few  days  later.  Nothing  was  done  to  check  the  disease,  and  on 
September  16  our  first  cow  was  taken,  and  the  rest  of  the  herd  within  about  10  days. 

All  our  cases  were  mild  and  recovered  in  a  short  time,  most  of  the  cows  giving  nearly 
a  normal  flow  of  milk  when  killed  November  2. 

Teams  working  on  the  highway  and  camped  in  the  yards  on  infected  farms  Nos. 
2,  3,  and  5  went  home  on  Sundays  to  towns  west  of  Niles  and  no  doubt  carried  the 
disease.  In  this  territory  skim  milk  was  returned  to  farmers  from  the  creamery  and 
infected  the  stock. 

Then  seven  cars  with  stock  in  each  from  infected  farms  were  shipped  from  Buchanan, 
Mich.,  to  Chicago,  and  you  know  the  rest. 
Yours,  truly, 

Ballard  Bros. 

This  statement  says  that  the  outbreak  was  prior  to  the  Nationa 
Dairy  Show. 

Mr.  Hudson.  Yes,  sir;  the  first  week  in  August,  at  Niles,  Mich. 

Mr.  Cooper.  Some  three  months  before  the  show,  and  these  people 
took  their  prize  herds  down  there  although  the  disease  had  already 
broken  out  not  a  ^eat  ways  from  Chicago. 

Mr.  Moss.  Mr.  Chairman,  I  do  not  see  any  representative  of  the 
Deparment  of  Agriculture  present.    Were  they  notified  ? 

The  Chairman.  Yes,  sir.  I  think  a  representative  has  just  come 
in.    Do  you  represent  the  Bureau  of  Animal  Industry  ? 

Mr.  Ramset.  Yes,  sir. 

The  Chairman.  You  may  proceed  in  your  own  way,  Mr.  Hudson. 

Mr.  Hudson.  I  have  been  a  breeder  for  30  years  and  I  have 
taken  a  great  interest  in  reference  to  the  foot-and-mouth  disease 
in  this  country.  I  am  chairman  of  the  executive  committee  of  the 
American  Jersey  Cattle  Club.  None  of  the  exhibitors  was  notified 
previous  to  the  starting  of  the  National  Dairy  Show,  which  was 
on  October  22,  in  Chicago 

fAr.  Hawley.  What  year  ? 

Mr.  Hudson.  1914.  There  was  no  doubt  that  the  disease  was 
known  at  the  Union  Stock  Yards  as  early  as  the  17th  day  of  Sep- 
tember. 

Mr.  Anderson.  Known  by  whom  ? 

Mr.  Hudson.  By  the  people  in  the  Union  Stock  Yards. 

Mr.  Moss.  What  date? 

Mr.  Hudson.  The  17th  day  of  September,  1914. 

Mr.  Moss.  Known  to  whom  ? 


1332  QUABANTIKE  OF  CATTLE. 

Mr.  Hudson.  Known  to  the  authorities  of  the  Union  Stock  Yard? 
at  Chicago.  The  exhibitors,  not  knowing  that,  were  allowed  to 
congregate  at  the  National  Dairy  Show.  The  first  intimation  we 
had  01  it — ^it  was  not  an  intimation — ^was  the  use  of  disinfectants 
in  the  bam  and  around  the  cattle  sheds.  We  inquired  and  they 
said  that  it  was  a  precaution  which  they  were  taking  in  case  there 
should  be  any  disease. 

On  the  afternoon  of  October  29  they  called  a  meeting  of  the  exhibi- 
tors, of  which  I  was  president — there  were  about  50  to  75  exhibitors— 
and  we  saw  Dr.  Dyson,  the  Illinois  State  veterinarian,  and  I  asked  him 
whether  there  haa  been  any  case  of  the  disease  in  the  National  Dairy 
Show,  and  he  said :  ''  Not  that  I  know  of  now."  Within  five  minute 
Dr.  Bennett,  of  the  United  States  Agricultural  Bureau,  came  into  the 
room  and  before  he  could  get  to  Dr.  Dyson,  I  said:  " Dr.  Bennett,  will 

{ou  state  if  there  is  any  case  of  the  foot-and-mouth  disease  in  the 
Fnion  Stock  Yards?''  and  he  made  this  statement:  '^ There  have 
been  three  steers  passed  through  the  yard  that  had  the  disease." 
That  was  the  first  intimation  wenad  of  any  disease,  which  was  on  the 
29th  or  30th  of  October.  Dr.  Bennett  had  not  had  a  chance  to  get 
to  Dr.  Dyson  and  confer,  and  the  two  statements  were  diametriciuly 
opposite.  This  letter  from  Ballard  Bros.,  of  Niles,  Mich.,  which  is 
now  a  part  of  your  proceeding,  states  when  it  broke  out,  and  that 
the  people  were  told  they  had  oetter  ship  cattle  out  of  the  county  at 
once,  and  they  did  ship  to  the  Union  Stock  Yards  and  other  stock 
yards,  and  so  scattered  the  disease  from  yard  to  yard  throughout  the 
country. 

Mr.  Anderson.  Told  b5^  whom? 

Mr.  Hudson.  The  veterinarian,  as  stated  in  that  letter. 

The  Chairman.  Let  us  see  if  we  get  this  right.  This  disease  broke 
out  the  first  week  in  November  ? 

Mr.  Hudson.  No,  sir;  the  first  week  in  August. 

The  Chairman.  When  was  your  dairy  show  held  ? 

Mr.  Hudson.  From  the  21st  of  October  to  the  31st  of  October. 

The  Chairman.  It  was  practically  three  months  from  the  breaking 
out  of  the  disease  until  you  held  your  stock  show  ? 

Mr.  Hudson.  Yes,  sir;  two  and  one-half  months. 

The  Chairman.  In  the  meantime,  had  there  been  any  publication 
in  the  newspapers  of  the  fact  that  the  foot-and-mouth  aisease  had 
broken  out  in  this  country  ? 

Mr.  Hudson.  I  never  knew  of  it  until  the  morning  of  October  29 
or  30. 

The  Chairman.  As  a  matter  of  fact,  do  you  know  whether  any 
newspaper  carried  the  statement  that  the  foot-and-mouth  disease 
had  broken  out  at  Niles,  Mich.  ? 

Mr,  Hudson.  Not  any  newspaper  that  I  saw. 

Mr.  Moss.  When,  according  to  your  opinion,  did  the  Government 
first  come  in  the  possession  of  knowledge  that  the  foot-and-mouth 
disease  existed  in  the  United  States  ? 

Mr.  Hudson.  This  letter  states  that  a  United  States  representative 
was  called  there  from  Detroit  early  in  September.  He  diagnosed  it  as 
stomatitis.  Then  they  sent  for  another  United  States  veterinarian, 
I  think,  about  the  middle  of  September,  and  he  said  imquestionably 
that  it  was  the  foot-and-mouth  disease. 
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Mr.  Moss.  I  understand  you  to  make  the  statement  to  the  com- 
mittee that  the  Biu*eau  of  Aiiimal  Industry  or  some  of  its  representa- 
tives had  knowledge  of  the  existence  of  the  foot-and-mouth  oisease  in 
the  United  States  m  September  and  had  actually  diagnosed  the  case, 
and  yet  you  were  not  notified  of  it  when  you  took  your  stock  to 
Chicago? 

Mr.  Hudson.  That  is  our  understanding.  Dr.  Eikhom  was  the 
second  veterinarian,  if  vou  would  like  to  nave  his  name,  who  said 
that  it  was  the  foot-and-mouth  disease. 

Mr.  Anderson.  Whom  did  he  represent  ? 

Mr.  Hudson.  The  Bureau  of  Animal  Industry.  He  is  the  authority 
on  the  foot-and-mouth  disease. 

Mr.  Anderson.  Who  is  Dr.  Dumphy  ? 

Mr.  Hudson.  He  is  the  State  veterinarian  of  Michigan. 

Mr.  Anderson.  And  Dr.  Graham  ? 

Mr.  Hudson.  He  is  a  veterinarian  in  Michigan. 

Mr.  Moss.  If  you  can,  give  the  conmiittee  the  name  of  the  first 
veterinarian  in  the  employ  of  the  United  States  Department  of 
Ajgriculture  who  diagnosed  this  disease  as  the  foot-and-mouth 
disease. 

Mr.  Hudson.  JMy  impression  is  that  it  was  Dr.  Eikhom. 

The  Chairman.  He  was  called  in  consultation  by  Dr.  Dmnphy  ? 

Mr.  Hudson.  The  first  visit  was  from  a  veterinarian  of  the  United 
States  Department  of  Apiculture  from  Detroit.  I  do  not  know  his 
name.  H^  made  the  diagnosis  as  stomatitis.  Then  in  September 
they  sent  Dr.  Eikhom  there. 

The  Chairman.  I  am  not  interested  in  the  one  who  made  the 
false  diagnosis;  I  am  interested  in  the  one  who  made  the  first  correct 
diamosis. 

Mr.  Hudson.  I  think  it  was  Dr.  Eikhom. 

The  Chairman.  At  what  time  ? 

Mr.  Hudson.  A  month  previous  to  the  meeting  of  the  show. 

Mrs.  Hennino.  Dr.  Bennett  is  the  veterinarian  who  was  so  suc- 
cessful with  the  disease  in  1008  when  the  foot-and-mouth  disease 
broke  out,  and  he  has  been  very  active  all  along  in  trying  to  stamp 
it  out.     Am  I  not  correct  ? 

Mr.  Ramsey.  Dr.  Bennett  was  in  charge  of  the  foot-and-mouth 
outbreak  in  1908. 

Mr.  Anderson.  What  is  your  theory  of  the  hability  of  the  Gov- 
ernment for  the  expense  incurred  in  connection  with  this  quarantine  ? 

Mr.  Hudson.  The  United  States  has  charge  of  the  inspection  of 
the  Union  Stock  Yards,  and  the  veterinarian  there  did  not  report  it 
to  the  Chief  of  the  Bureau  of  Animal  Industry  and  allowea  these 
people  to  assemble  there. 

Mr.  Anderson.  You  think  the  officers  of  the  Government  were 
negligent  in  not  prohibiting  the  holding  of  the  show  in  view  of  the 
fact  that  they  had  knowledge  that  the  disease  existed? 

Mr.  Hudson.  Yes,  sir. 

Mr.  Young.  You  made  a  statement  which  I  did  not  quite  catch, 
that  when  this  trouble  occurred  somebody  advised  the  cattle  people 
to  ship  out  all  their  cattle  ? 

Mr.  Hudson.  Yes,  sir.  That  came  from  the  county  veterinarian, 
because  there  was  to  be  a  quarantine  put  on  that  county,  and  if  they 
did  not  get  rid  of  the  cattle  they  would  be  in  a  very  serious  position. 
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Mr.  Young.  That  was  not  any  Government  agent? 

Mr.  Hudson.  No,  sir.  They  started  and  they  got  in  the  stock 
yards  from  Niles,  Mich.,  in  September. 

The  Chairman.  This  bill  calls  for  an  appropriation  of  $500,000. 
What  is  the  theory  of  the  amount  fixed  in  this  bill,  what  loss  have 
you  suflFered,  the  total  loss  ? 

Mr.  Hudson.  That  amount  was  stated  without  any  suggestion, 
without  any  consultation  with  anybody. 

The  Chairman.  I  assume  that. 

Mr.  Hudson.  Of  course,  that  is  subject  to  amendment.  I  just 
fixed  that  amount  because  I  knew  of  the  great  expense  the  men 
had  been  to  there  in  caring  for  the  valuable  cattle  as  carefully  as 
they  have. 

The  Chairman.  What  is  the  amount  you  have  suffered  on  account 
of  this  quarantine  ? 

Mr.  Hudson.  There  are  between  40  and  50  exhibitors  there  and 
740  head  of  cattle  of  the  different  breeds — Guernseys,  Jerseys,  Belted 
Holland.  Brown  Swiss,  and  Holsteins.  I  think  that  covers  them. 
Many  of  these  animals  are  extremely  valuable.  It  has  taken  from 
15  to  30  years  to  bring  some  of  these  animals  to  perfection.  A  young 
bull,  a  son  of  the  grand  chainpion,  I  bred  his  breed  for  30  years.  He 
was  not  exhibted  bv  me.  He  was  an  extremely  valuable  animal. 
The  disease  struck  him  while  there  and  he  died.  What  value  the 
owner  would  place  on  that  animal,  after  30  years  of  breeding,  an 
animal  that  had  obtained  97  championships,  I  do  not  know,  becai^e 
the  value  of  an  animal  is  what  the  owner  would  wish  to  put  on  it 
for  breeding  purposes.  I  have  kept  a  very  carefully  tabulated  state- 
ment of  the  actual  expenses  to  those  people  and  they  already  repre- 
sent $150,000  to  $175,000. 

The  Chairman.  Did  you  exhibit  your  stock  ? 

Mr.  Hudson.  I  did  not,  but  a  number  of  the  animals  that  I  bred 
were  exhibited. 

Mr.  Heloesen.  That  does  not  include  the  loss  of  the  animals  1 

Mr.  Hudson.  No,  sir. 

Mr.  Anderson.  Were  any  of  them  slaughtered  ? 

Mr.  Hudson.  Not  the  prize  herd,  no,  sir.  I  would  say  that  we 
do  not  know  how  much  longer  they  will  be  kept  there.  Our  quarters 
are  at  the  Hawthorn  race  track.  We  secured  new  quarters  at  the 
Hawthorn  race  track,  leased  them  to  the  first  of  Apru.  What  that 
will  add  to  the  bill  we  do  not  know.  Dr.  Eikhorn  went  there  in 
January  and  said  that  the  herd  was  absolutely  fr^e  from  the  foot- 
and-mouth  disease,  and  if  he  had  the  power  he  would  allow  the  ani- 
mals to  go  home  at  once.  If  we  can  snip  out  by  the  end  of  the  next 
two  months  I  think  that  $250,000  to  $300,000  would  cover  the  entire 
matter.  We  have  had  a  few  animals  die,  not  many,  two  or  three 
grand  champions. 

The  Chairman.  What  do  you  figure  as  the  expense? 

Mr.  Hudson.  Up  to  the  present  time,  I  think,  $150,000. 

The  Chairman.  How  do  you  reach  that  amount? 

Mr.  Hudson.  For  feed,  grain,  wages,  salaries,  stall  rents,  assess- 
ments, etc.  For  instance,  we  pay  Dr.  Hughes  $3,000  a  month.  He 
is  considered  the  authority  in  this  country  outside  of  Government 
employ.     He  is  employed  by  the  Breeders^  Association. 
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The  Chairman.  You  can  not  very  well  figure  in  the  cost  of  the  feed 
because  you  would  have  to  feed  the  anuncSs  any  how  ? 

Mr.  Hudson.  I  will  tell  you  something  about  the  prices  which  we 
have  been  forced  to  pay.  Hay  in  this  country  ranges  from  $16  to 
$24  per  ton  this  side  of  the  Mississippi. 

The  Chairman.  What  are  you  paying  out  there  ? 

Mr.  Hudson.  $40  a  ton.  Besides  we  have  from  54  to  80  pounds 
to  the  himdred.  • 

Mr.  Haugbn.  Is  that  the  ordinary  price,  $40  a  ton  ? 

Mr.  Hudson.  That  is  what  they  charge  us. 

Mr.  Haugen.  In  the  stockyards  ? 

Mr.  Hudson,  Yes,  sir. 

Mr.  Haugen.  The  Stock  Yards  Co.  charges  that? 

Mr.  Hudson.  Yes.  sir;  and  they  compel  us  to  buy  there. 

Mr.  Haugen.  Is  tnat  the  ordinary  price  around  there  ? 

Mr.  Hudson.  It  is  only  during  exhibition  week.  The  animals  or 
horses  usually  stay  there  for  a  week.  They  claim  it  is  on  account 
of  the  cost  oi  handling  them  and  they  just  double  up  the  price  on 
everything.     Bran  the  same  way. 

Mr.  Haugen.  The  Stock  Yards  Co.  has  taken  advantage  of  the 
situation  ? 

Mr.  Hudson.  During  exhibition  week  they  charge  the  same  prices. 

Mr.  Haugen.  I  mean  during  the  quarantme  period? 

Mr.  Hudson.  They  charge  the  same  rate  during  exhibition  week 
as  during  the  quarantine  period. 

Mr.  Haugen.  What  did  they  charge  there  before? 

Mr.  Hudson.  It  is  like  a  county  fair  or  a  State  fair. 

Mr.  Haugen.  There  has  been  a  good  deal  of  complaint  to  me  that 
they  have  been  holding  up  the  people  and  charging  exorbitant 
prices. 

Mr.  Hudson.  Yes,  sir. 

Mr.  Haugen.  In  fact,  our  legislature  passed  a  resolution  memo- 
rializing Congress  to  that  effect.  My  imderstanding  is  that  the 
average  price  paid  for  hay  at  the  stock  yards  runs  about  $1.25  a 
hundred,  which  would  be  $25  a  ton. 

Mr.  Hudson.  That  I  can  not  tell  you. 

Mr.  Haugen.  You  have  been  paymg  $40? 

Mr.  Hudson.  Yes,  sir. 

Mr.  Haugen.  And  buying  hay  from  the  Stock  Yards  Co.  ? 

Mr.  Hudson.  Yes,  sir;  we  are  compelled  to. 

Mr.  Anderson.  Why? 

Mr.  Hudson.  They  would  not  let  any  other  feed  come  there. 

Mr.  Haugen.  What  is  the  price  paid  for  corn  ? 

Mr.  Hudson.  My  impression  is  that  the  price  of  bran  was  $35  a 
ton  and  the  ordinary  price  is  $22  to  $24  a  ton. 

Mr.  Haugen.  And  com  ? 

Mr.  Hudson.  I  do  not  know  the  price  of  com,  but  the  price  of  oil 
meal  was  $40  to  $45  a  ton,  and  I  think  $26  a  ton  is  the  ordinary  price. 
They  almost  double  all  prices. 

The  Chairman.  You  say  that  they  compel  you  to  pay  these  prices 
and  buy  from  the  Union  Stock  Yards  Co.  Whom  do  you  mean  by 
that? 

Mr.  Hudson.  They  control  these  buildings  and  they  will  allow 
nothing  to  be  shipped  in  there. 


1336  QUABAKTINB  OF  CATTLB. 

Mrs.  Henning.  The  Union  Stock  Yards  Co.  owns  the  buildmgs. 

The  Chairman.  You  used  the  words  that  they  compelled  you  to 
buy  from  this  Union  Stock  Yards  Co.  Who  does  that,  the  Federal 
Government  or  the  Union  Stock  Yards  Co.  ? 

Mr.  Hudson.  The  Union  Stock  Yards  Co. 

Mr.  Moss.  Did  any  of  the  cattle  actually  have  the  foot-and-mouth 
disease  ? 

Mr.  Hudson.  They  had  what  they  call  the  secondary,  the  same 
as  a  person  would  carry  the  measles  from  one  room  to  another  with- 
out coming  in  contact.  All  of  the  animals,  every  one  of  them,  re- 
covered. 

Mr.  Moss.  Some  of  them  actuaUy  did  have  the  foot-and-mouth 
disease  ? 

Mr.  Hudson.  Secondary  or  light  cases. 

Mr.  Moss.  AU  of  them  were  exposed  to  it? 

Mr.  Hudson.  No,  sir;  only  by  contact. 

Mr.  Moss.  Was  there  any  proposition  made  by  the  Government  to 
slaiighter  the  cattle  f 

Ts/5.  Hudson.  That  is  contradictory.  It  was  reported  that  there 
was  an  order  sent  out  originally  to  slaughter  those  animals,  and  influ- 
ence was  brought  to  bear  so  that  the  order  was  held  up,  so  I  und^- 
stand,  and  Secretary  Houston,  I  believe,  said  that  the  animals  would 
not  be  slaughtered  until  it  was  proved  that  it  was  necessary  to  slaugh- 
ter them.  The  first  order,  I  imderstand,  was  given  out,  but  demed 
by  some  people.  Whether  it  was  denied  by  the  bureau  or  not,  I  do 
not  know. 

Mr.  Moss.  What  was  the  attitude  of  the  owners  of  the  cattle  as  to 
the  slaughtering? 

Mr.  Eludson.  They  were  absolutely  opposed  to  it.  There  are  sev- 
eral different  kinds  of  f oot-and-moutn  aisease.  Some  are  virulent  to 
the  extreme,  and  those  animals  should  be  slaughtered;  there  is  no 

Suestion  about  that.  Others  are  what  they  call  the  light  form. 
^ne  of  the  animals  who  had  the  light  form  in  three  weeks  after  she 
recovered  was  giving  70  poimds  of  milk  a  dajr.  That  does  not  look 
very  virulent.    There  were  verv  many  other  animals  in  the  same  way. 

There  were  some  Guernseys  here  that  contracted  the  disease  20-oad 
years  ago  in  this  country,  in  Maryland,  and  it  was  stated  by  the  vet- 
erinarians that  those  animals  would  not  breed,  but  their  descendants 
are  now  some  of  the  greatest  animals  we  have  in  the  country  to-day. 
That  is  positive  proof. 

Mr.  Moss.  You  think  the  attitude  of  these  owners  was  absolutely 
opposed  to  slaughter.  Was  that  on  account  of  the  fact  that  the 
slaughtering  was  unnecessary  to  protect  the  cattle  or  on  accoimt  of  the 
value  of  the  cattle  ? 

Mr.  Hudson.  Because  it  was  unnecessaiy  and  on  account  of  the 
breeding  value  of  these  animals  which  had  taken  many  of  the  breeders 
15  to  30  years  to  perfect. 

Mr.  Moss.  Haa  they  been  a  herd  of  ordinary  cattle,  what  would 
have  been  the  attitude  of  the  owners — would  they  have  resisted  slaugh- 
tering? 

Mr.  Hudson.  No;  because  they  would  get  prettv  near  the  value. 

Mr.  Moss.  The  fact  of  their  bemg  so  very  valuable  was  the  reason 
for  wanting  to  resist  the  slaughtering  ? 
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Mr.  Hudson.  And  on  account  of  the  breeding  conditions  in  this 
country.  We  are  trying  to  upbuild  the  breedmg  animals  of  this 
country  and  of  the  wond.  With  the  growth  oi  the  cities,  milk, 
butter,  and  everything  else  is,  according  to  the  population,  decreasing; 
there  is  no  question  about  that.  We  are  trying  to  breed  better  pro- 
ducers all  the  time.     We  have  been  doing  that  lor  many  years. 

Mr.  Moss.  Was  any  n^otiation  entered  into  between  the  owners 
of  the  cattle  and  the  Government  looking  to  obviating  the  necessity 
of  slaughtering  ? 

Mr.  Hudson.  Yes,  sir;  we  sent  a  committee  to  Dr.  Melvin  to  say 
that  it  was  absolutely  unnecessary  to  slaughter  these  animals,  and 
Secretarv  Houston  held  up  the  slaughtering. 

Mr.  Moss.  What  proposition  did  this  committee^  representing  the 
owners  of  the  cattle,  make  that  they  would  be  willing  to  do  u  the 
Government  would  forego  the  power  to  slaughter  the  animals  ? 

Mr.  Hudson.  They  can  answer  that  <juestion. 

Mr.  Moss.  Can  you  answer  the  question  ? 

Mr.  Hudson.  No,  sir;  except  by  hearsay. 

Mr.  Moss.  Then  I  will  pass  it.  These  cattle  have  been  removed 
to  new  quarters  f 

Mr.  Hudson.  Yes,  sir;  moved  8  miles. 

Mr.  Moss.  Was  that  removal  made  at  the  request  of  the  Govern- 
ment or  at  the  request  of  the  owners  of  the  cattle? 

Mr.  Hudson.  Tnat  was  a  suggestion  made  by  the  veterinarian; 
he  ordered  it. 

Mr.  Moss.  Did  the  suggestion  first  come  from  a  Government 
veterinarian  ? 

Mr.  Hudson.  The  suggestion  came  from  the  veterinarian;  he 
took  it  out  of  our  hands. 

Mr.  Reilly.  What  veterinarian  ? 

Mr.  Hudson.  The  State  veterinarian. 

Mr.  Moss.  A  veterinarian  employed  by  the  Government  or  a 
veterinarian  employed  by  the  owners  ? 

Mr.  Hudson.  The  State  veterinarian. 

Mr.  Moss.  He  suggested  a  change  ? 

Mr.  Hudson.  Yes,  sir.  Those  animals  have  been  there  now  since 
the  4th  of  January,  and  up  to  yesterday,  the  24th  of  February,  no 
animal  had  died. 

Mr.  Moss.  Can  you  tell  the  committee  whether  or  not  it  is  a  fact 
that  the  owners  of  the  cattle  agreed  that  if  the  Government  would 
consent  to  this  change  that  they  would  pay  ajl  of  the  expenses, 
including  the  treatment  of  the  cattle  ? 

life.  ifijDSON.  No,  sir;  not  to  my  knowledge. 

Mr.  Moss.  You  do  not  know  whether  they  did  or  did  not  make  it? 

Mr.  Hudson.  I  feel  very  certain  they  did  not. 

Mr.  Moss.  I  have  no  special  knowleage,  except  what  I  read  in  the 

Eapers.  I  certainly  saw  the  statement  that  the  owners  of  the  cattle 
ad  proposed  to  tne  Government  that  they  would  pay  all  of  the 
expenses  of  the  treatment,  supervision,  and  expenses  of  every  kind, 
and  that  the  Government  might  hold  these  cattle  imtil  it  was  abso- 
lutley  demonstrated  that  they  were  not  infected  and  release  them. 
Mr.  Hudson.  There  was  a  suggestion  made  by  some  persons 
outside  without  authority  that  that  be  carried  out.  I  do  not  know 
that  it  was  ever  suggested  by  the  committee. 
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Mr.  Moss.  You  admit  that  the  Government  did  have  the  right  to 
kill  the  cattle  of  the  National  Dairy  Show 

Mr.  Hudson  (interposing).  No,  sir;  it  was  private  property. 

Mr.  Moss.  You  admit  the  fact  that  a  great  many  tnousands  of 
herds  of  cattle  have  been  slaughtered  under  exactly  the  same  circum- 
stances, without  the  consent  of  the  owners  ? 

Mr.  Hudson.  Necessarily,  in  many  instances, 

Mr.  Moss.  Then  you  have  no  knowledge  whatever  of  negotiations 
between  the  owners  of  these  cattle  and  the  Government,  if  any,  under 
the  terms  of  which  the  slaughter  should  not  take  place  ? 

Mr.  Hudson.  I  have  no  particular  information  of  it. 

Mr.  Anderson.  You  made  some  statement  with  respect  to  the 
prices  charged  for  feed  and  hay;  now,  what  did  you  do?  Did  you 
rent  a  building  for  that  show  ? 

Mr.  Hudson.  This  show  is  held  under  the  auspices  of  the  National 
Dairy  Show,  which  rents  buildings  durmg  exhibition  week  from  the 
Union  Stock  Yards,  the  owner  of  those  buildings. 

Mr.  Anderson.  Is  it  a  fact  that  what  you  migh^  call  extraordinary 
prices  are  charged  in  order  to  make  an  income  from  the  feed,  etc.,  to 
cover  the  rent  and  other  expenses  of  the  show  ? 

Mr.  Hudson.  Well,  the  buildings,  I  might  say,  are  worth  maybe 
$20,000,  and  the  rent  was  about  $100,000  a  year,  or  at  that  ratio. 

Mr.  Anderson.  Is  it  a  fact  that  that  is  the  excuse  for  making  those 
charges — that  is,  that  it  is  necessary  in  order  to  cover  the  expenses  in 
connection  with  the  show  ? 

Mr.  Hudson.  Yes,  sir.  We  have  nothing,  and  we  are  charged 
store  rent  and  that  store  rent  is  something  prohibitive. 

Mr.  Anderson.  What  do  you  mean  by  store  rent? 

Mr.  Hudson.  Each  animal  is  stalled  during  the  show. 

Mr.  Anderson.  Who  makes  that  charge  ? 

Mr.  Hudson.  The  Union  Stock  Yards. 

The  Chairman.  The  Government  has  nothing  to  do  with  that? 

Mr.  Hudson.  No,  sir. 

The  Chairman.  The  Government  has  nothing  to  with  the  charging 
of  rents  ? 

Mr.  Hudson.  No,  sir. 

Mr.  Moss.  Were  you  charged  any  higher  for  feed  and  other  things 
than  the  farmers  were  charged  when  they  shipped  cattle  to  the 
stockyards  to  be  sold  ? 

Mr.  Hudson.  That  I  can  not  tell.  I  do  not  know  what  the  farmer 
pays  who  seUs  animals  there  for  killing  purposes. 

Mr.  Moss.  For  instance,  cattle  shipped  there  bv  farmers  are  fed 
hay,  and  the  charge  for  that  is  fixed  by  the  Union  Stock  Yards;  now, 
do  you  know  whether  you  paid  the  regular  price  ? 

Mr.  Hudson.  That  1  can  not  say. 

Mr.  Reilly.  What  price  are  you  paying  at  the  new  place? 

Mr.  Hudson.  It  is  very  much  lower. 

Mr.  Reilly.  Is  it  the  ordinary  price? 

Mr.  Hudson.  It  is  about  the  ordinary  cost. 

Mr.  Reilly.  If  information  had  been  circulated  that  the  foot-and- 
mouth  disease  had  broken  out  at  Niles,  Mich.,  in  September,  would 
there  have  been  any  stock  show  in  Chicago  ? 

Mr.  Hudson.  No,  sir. 
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Mr.  Reilly.  The  breeders  would  not  have  gone  there  with  their 
cattle  ? 

Mr.  Hudson.  Unquestionably  not;  because  they  know  what  a 
violent  disease  this  is.  We  could  not  have  sent  the  animals  there 
and  exposed  them  and  brought  the  disease  back  among  the  finest 
herds  in  this  country. 

Mr.  Reilly.  Then,  your  contention  is  that  the  Government  is 
liable  for  and  ou^ht  to  pay  the  cost  of  this  quarantine  because  the 
Government  officials  failed  to  give  pubUc  notice  of  the  fact  that  the 
foot-and-mouth  disease  existed  at  Niles,  Mich.  ? 

Mr.  Hudson.  Yes,  sir. 

Mr.  McLaughlin.  How  far  is  Niles,  Mich.,  from  Chicago? 

Mr.  Hudson.  I  think  it  is  a  very  short  distance. 

Mr.  McLaughlin.  About  100  miles? 

Mr.  Hudson.  It  is  from  one  to  two  hundred  miles. 

Mr.  Cooper.  Suppose  the  Government  had  slaughtered  these 
splendid  herds  of  cattle  and  had  paid  its  share  of  tne  cost,  what 
would  the  Government  have  had  to  pay  ? 

Mr.  Hudson.  That  740  head  were  worth  to  these  breeders  any- 
where from  $1,250,000  to  $2,000,000. 

Mr.  Anderson.  Of  course  the  Government  would  not  under  any 
circumstances  pav  the  breeding  value  of  the  cattle. 

Mr.  Hudson.  In  one  of  the  counties  in  Illinois  recently,  or  two 
months  or  so  after  this  exhibition  was  over,  they  killed  a  brown 
Swiss  herd.  The  county  or  State  appointed  one  appraiser  and  the 
owner  appointed  another  appraiser  and  they  took  a  third  appraiser, 
and  the  value  of  those  animals  was  put  down  to  the  State  at  forty-odd 
thousand  dollars,  or  at  the  actual  oreeding  value  to  the  owners. 

Mr.  Anderson.  I  do  not  think  it  has  ever  been  the  intention  of 
Congress  or  of  the  department  to  pay  other  than  the  utility  value 
of  cattle. 

Mr.  Hudson.  Allow  me  to  say  this:  Can  you  tell  the  difference 
between  the  value  of  these  dairy  cattle  and  the  value  of  the  beef 
breeds  for  slaughter  piu-poses  for  food  ?  That  is  an  entirely  different 
proposition.  There  nave  been  very  few,  if  any,  dairy  animals  ever 
killed  in  the  United  States  because  of  foot-and-mouth  disease.  There 
have  been  very  few  of  them  killed,  but  it  has  usually  been  the  scrub 
animal  or  the  animal  fit  only  for  beef  purposes. 

Mr.  Anderson.  Just  to  get  at  your  pomt  of  view,  I  will  ask  you 
whether  you  think  the  Government  ought  to  pay  the  breeding  value 
of  the  herd  of  cattle  in  case  it  finds  it  necessary  to  slaughter  them 
ki  the  course  of  stamping  out  a  disease  like  the  foot-and-mouth  disease  ? 

Mr.  Hudson.  When  these  animals  were  on  exhibition  and  the 
animals  were  congregated,  and  the  Government  did  not  stop  the 
congregation  of  those  animab,  the  Government  should  unquestion- 
abhr  pay  the  value  of  the  property  destroyed. 

The  Chairman.  I  understand  that  Mr.  French,  the  chairman  of 
this  committee,  is  present  and  that  he  has  all  the  facts  at  his  fingers' 
ends.  It  would  probably  be  better  for  you  to  allot  the  time,  Mr. 
French,  if  you  have  more  than  one  witness  to  be  heard,  so  that  we 
can  get  the  testimony  in  consecutive  order. 
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STATEMENT  OF  MB.  O.  WATSOV  FBEITCH,  OF  DAVEVPOBT. 
IOWA,  CEAIBMAN  OF  THE  DAIBT  EXHIBITOBS'  ASSOCIA- 
TION. 

•  . 

Mr.  French.  Mr.  Chairman  and  gentlemen  of  the  committee, 
allow  me  to  say  now  that  if  I  do  not  talk  very  dearly  it  is  because  I 
am  a  little  bit  under  the  weather.  I  have  a  bad  cold,  but  will  do 
the  best  I  can. 

I  am  representing  41  breeders  from  12  different  States  who  exhib- 
ited at  the  dairy  show  in  Chicago  last  fall,  where  there  was  the 
best  collection  of  dairy  cattle  ever  shown  in  this  country  at  one  time. 
These  breeders  are  men  of  character  and  standing  in  their  various 
communities  and  are  law-abiding  citizens  who  are  engaged  in  the 
great  work  of  raising  the  standard  of  efficiency  of  the  mflk-producing  . 
cows  for  the  benefit  of  humanity.  When  the  show  opened,  about  Oc- 
tober 24,  it  was  known  by  the  Government  veterinarians  that  cattle 
from  Michigan  to  be  shown  at  the  dairy  show  had  probably  been 
exposed  to  the  foot-and-mouth  disease.  So  Dr.  Bennett  ordered 
shaviujgs  thoroughly  disinfected  to  be  placed  before  the  cattle  stables. 
He  being  fearful  of  infection,  they  should  have  prevented  the  show 
before  it  started. 

Mr;  Haugen.  Who  was  that  ? 

Mr.  French.  The  Government  veterinarian  in  charge  at  Chicago. 

Mr.  Anderson.  In  charge  of  what  t 

Mr.  French.  He  was  the  veterinarian  of  the  United  States  Gov- 
ernment in  Chicago.  The  Government  inspections  started  precautions 
after  the  arrival  of  the  firsti  cattle  on  October  21,  because  they  were 
fearful  of  an  outbreak. 

Mr.  McLaughlin.  Will  you  state  the  date  of  the  outbreak  at 
Niles,  Mich.  ? 

Mr.  French.  I  have  not  the  exact  date,  but  my  recollection  is  that 
the  outbreak  at  Niles,  Mich.,  was  about  the  1st  of  October. 

Mr.  Hudson.  Here  is  a  letter  showing  it  was  about  the  7th  of 
August. 

Mr.  French.  I  am  talking  about  this  outbreak  to  which  our 
cattle  were  exposed. 

Mr.  McLaughlin.  I  mean  the  first  outbreak  of  which  the  Gov- 
ernment had  any  knowledge. 

Mr.  French.  That  was  in  August. 

Mr.  McLaughlin.  And  the  show  was  upon  what  date  I 

Mr.  French.  On  the  21st  of  October. 

Mr.  Hudson.  On  the  22d  of  October. 

Mr.  French.  The  cattle  came  in  on  the  21st  of  October,  and  that 
is  when  the  exhibition  commenced.  This  place  here  in  Michigan 
that  might  have  been  infected  was  Grass  Lake.  I  sup{>ose  that  is 
what  you  are  asking  about.    That  had  developed  early  in  October. 

Mr.  McLaughlin.  Do  you  mean  Grass  Lake  in  Micmgan? 

Mr.  French.  Yes,  sir. 

Mr.  McLaughlin.  That  is  a  long  ways  from  Niles. 

Mr.  French.  Yes,  sir.  On  Thursday,  October  29,  Dr.  Dyson,  the 
lUinois  State  veterinarian,  and  Dr.  Bennett,  the  Government  vet- 
erinarian, stated  in  open  meeting  that  they  were  absolutely  sure  that 
there  was  no  danger  among  the  cattle,  nor  any  possible  danger,  and 
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■  that  they  did  not  know  of  a  single  case  in  the  stockyards.  They 
did  know,  however,  that  early  in  October  cattle  and  hogs  from  the 
infected  districts  in  Michigan  had  passed  through  the  yards. 

Mf.  Howell.  Had  your  association  been  told  of  that  fact  ? 

Mr.  French.  No,  sir;  this  fact  developed  later. 

Mr.  Haugen.  You  said  that  a  veterinarian  who  was  supposed  to 
have  knowledge  of  foot-and-mouth  disease  assured  you  that  tnere  was 
no  danger,  but  you  .did  not  state  what  veterinarian  knew  of  its 
existence.     Was  that  a  veterinarian  of  the  Federal  Government? 

Mr.  French.  The  veterinarians  of  the  Federal  Government.  It 
is  their  duty  to  advise  the  State  governments. 

Mr.  Haugen.  They  advised  the  shipping  of  the  cattle  ? 

Mr.  French.  Yes,  sir;  and  if  they  were  competent  they  must  have 
known  that  this  statement  that  triere  was  no  possible  danger  was 
untrue.  To  prove  that  they  knew  that  there  was  danger  on  the  same 
day  that  they  made  their  statement  that  there  was  no  possible  dan- 
ger, they  refused  the  owners  of  cattle  permission  to  remove  their 
cattle,  claiming  that  they  wanted  them  to  remain  under  observation 
for  a  week.  No  foot-and-mouth  disease  had  then  broken  out  among 
our  cattle;  they  stated  positively  that  there  was  none  in  the  yards, 
and  the  owners  of  the  cattle  asked  permission  to  send  them  in  sealea 
cars,  disinfected,  back  to  their  own  States,  and  their  own  States 
oflFered  to  receive  them,  but  the  Government  refused  to  allow  them  t« 
go.  As  a  matter  of  fact,  the  moment  that  our  animals  ent-ered  the 
yard  on  the  21st  of  October,  the  Government  had  control  of  them 
and  they  never  intended  to  allow  them  to  go  out.  On  the  other  hand, 
at  the  same  time,  they  allowed  the  Union  Stock  Yards  to  ship  feeders 
on  Friday,  Saturday,  Monday,  and  Tuesday  following,  and  those 
shipments  carried  the  disease  to  Iowa,  •  Illinois,  Indiana,  and  other 
States. 

Mr.  Haugen.  They  were  shipped  out  xmder  what  regulations  ? 

Mr.  French.  Of  the  United  States  Government.  The  same  oflB.- 
cials  who  closed  up  our  cattle  and  refused  to  allow  them  shipped  in 
sealed  cars  had  charge  of  those  shipments. 

Mr.  Haugen.  What  was  the  regulation  as  to  the  disinfection  of 
cattle  going  through  the  stockyards  t 

Mr.  Prench.  I  do  not  know  whether  there  was  any  disinfecting 
done  or  not;  we  offered  to  pay  for  disinfection. 

Mr.  Haugen.  You  claim  that  a  discrimination  was  made  ? 

Mr.  French.  I  claim  that  the  farmer  can  not  get  the  same  treat- 
ment at  the  hands  of  the  veterinarians  of  the  Umted  States  Gov^^n- 
ment  at  the  Chicago  yards,  stationed  there  in  full  charge,  that  the 
Union  Stock  Yards  can  get  and  have  been  getting  afi  the  time. 
Gentlemen,  they  allowed  a  member  of  the  Union  Stock  Yards  to  ship 
8,000  catUe  a£^cted  with  the  foot-and-mouth  disease  from  Peoria^ 
m^  to  the  Union  Stock  Yards,  where  they  were  slaughtered  and  sold. 

The  Chairman.  Was  that  done  under  a  Federal  order  or  State 
order  ? 

Mr.  French.  Both  of  them  had  to  agree  to  it. 

Mr.  Haugen.  Was  that  done  by  permission  of  an  official  of  the 
Federal  Government  ? 

Mr.  French.  That  was  by  permission  of  the  Federal  Government. 

Mr.  Haugen.  Had  those  cattle  been  exposed  to  the  infection} 
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Mr.  French.  I  do  not  know  whether  it  is  necessary  for  cattle  to  be 
exposed  in  order  to  have  the  foot-and-mouth  disease;  but  they  had  the 
foot-and-mouth  disease. 

Mr.  Haugen.  Do  you  mean  the  cattle  that  were  shipped? 

Mr.  French.  Yes,  sir.  The  cattle  were  at  a  distillery  at  Peoria 
before  they  were  shipped.  I  would  not  make  that  statement  here 
unless  I  was  sure  of  my  grounds. 

Mr.  Haugen.  You  say  that  they  had  the  foo.t-and-mouth  disease? 

Mr.  French.  Yes,  sir,  they  had  the  foot-and-mouth  disease  at 
Peoria. 

Mr.  Haugen.  And  that  fact  has  been  established  ? 

Mr.  French.  It  has  been  admitted  hj  the  United  States  officials. 

Mr.  Haugen.  And  the  cattle  were  shipped  ? 

Mr.  French.  The  cattle  were  shipped  to  the  Union  Stock  Yards 
and  were  sold  as  beef. 

Mr.  Haugen.  The  explanation,  I  think,  is  this,  that  of  a  herd  of, 
say,  100  head  of  cattle,  if  5  were  affected  with  the  disease,  those 
affected  would  be  slaughtered  on  the  premises  and  the  balance  of 
them  shipped  in  sealed  cars  to  Chicago  for  immediate  slaughter.  I 
simply  wish  to  clear  it  up,  that  is  all.  I  am  glad  you  made  the 
statement,  because  that  is  what  the  committee  wants,  the  facts. 

Mr.  Lesher.  Did  the  State  of  Iowa  allow  them  to  loU  those  cattle  I 

Mr.  French.  This  was  in  Illinois. 

Mr.  Howell.  Who  owned  the  cattle  in  Illinois  ? 

Mr.  French.  The  Morris  Packing  Co.  owned  the  cattle  and  shipped 
them  there  to  sell  them. 

Mr.  Haugen.  They  were  fattened  at  the  distillery  at  Peoria? 

Mr.  French.  Yes,  sir. 

Mr.  Lesher.  Did  the  State  of  Illinois  pay  for  those  cattle  1 

Mr.  French.  The  Morris  Packing  Co.  made  them  into  beef,  and 
you  probably  have  had  some  of  the  steaks  ere  this. 

Mr.  Howell.  Does  the  Morris  Packing  Co.  have  any  connection 
with  the  Union  Stock  Yards  ? 

Mr.  French.  They  are  members. 

Mr.  Moss.  When  a  territory  had  been  quarantined  within  a 
State  and  they  wanted  to  ship  animals  out  for  immediate  slaughter, 
that  permission  was  given  everjrwhere,  was  it  not? 

Mr.  French.  No,  sir. 

Mr.  Moss.  It  was  not? 

Mr.  French.  At  first  it  was  not.  At  first  they  could  not  ship 
them  for  immediate  slaughter,  but  afterwards  that  was  modified  so 
that  they  could  ship  them  for  immediate  slaughter  except  from  a 
S-mile  radius  of  the  place  Quarantined. 

Mr.  Moss.  Let  us  take  that  up:  Under  what  conditions  could 
they  ship  them  out  of  quarantine  ? 

Mr.  French.  For  inamediate  slaughter. 

Mr.  Moss.  By  getting  the  permission  of  the  State  veterinariaiij 
and  this  veterinarian  had  to  be  sent  to  examine  the  stock  and  bad 
to  give  a  certificate  that  the  stock  was  not  diseased — that  is  trae, 
is  it  not  ? 

Mr.  French.  That  is  the  ordinary  procedure. 

Mr.  Moss.  That  is  the  regulation  issued  by  the  United  States 
Government,  is  it  not  ? 

Mr.  French.  I  do  not  know;  I  have  no  peorsonal  knowledge  of  it« 
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Mr.  Moss.  Would  you  say  it  is  not  so  ? 

Mr.  French.  I  would  not. 

Mr.  Moss.  As  a  matter  of  fact,  is  it  not  true  that  when  that  ref- 
lation was  modified  all  stock  could  be  shipped  out  of  quarantme 
areas  to  the  stockyard  and  put  in  the  quarantine  section  lor  imme- 
diate slaughter,  provided  before  they  were  shipped  they  were  ex- 
amined by  a  competent  veterinarian  and  a  certincate  given  by  him 
to  the  effect  that  the  stock  was  not  suffering  from  foot-and-mouth 
disease? 

Mr.  French.  I  have  not  known  of  any  cases  where  they  allowed 
them  shipped  out  of  the  5-mile  radius  imder  those  circumstances. 

Mr.  Moss.  You  have  not  quite  answered  the  question  I  put  to  you. 

Mr.  French.  Let  me  explain  the  conditions,  and  perhaps  that  will 
answer  jrour  question.  They  never  (quarantined  tnese  cattle,  and 
never  shipped  within  the  5-mile  radius,  but  they  simply  shipped 
them  out 

Mr.  Moss  (interposing).  I  am  not  interested  in  that.  I  am  inter- 
ested in  the  general  statement  from  you  that  the  farmers  can  not 
get  the  same  advantages  from  the  Government  that  other  people 
get.     I  want  to  know,  as  a  matter  of  fact,  whether  stock  tnat  is 

Juarantined  can  be  shipped  out  of  that  quarantined  area  for  imme- 
iate  slaughter,  provided  the  stock  is  first  examined  at  the  place 
where  quarantined  and  pronounced  to  be  free  from  the  disease. 

Mr.  French.  I  think  that  a  later  modification  was  made  so  that 
that  might  be  done. 

Mr.  Moss.  Do  3^ou  understand  that  within  a  strictly  State  area  the 
United  States  Government  has  power  greater  than  the  State  in 
quarantine  matters  ? 

Mr.  French.  No,  sir. 

Mr.  Moss.  In  shipping  cattle  from  Peoria,  111.,  to  Chicago,  111., 
which  had  the  higher  power,  the  vState  of  Illinois  or  the  Federal 
Department  of  Agriculture  ? 

Mr.  French.  The  State  of  Illinois. 

Mr.  Moss.  So  that  the  question  there  was  one  of  joint  action  by  the 
State  and  the  United  States,  with  the  State  having  higher  power  ? 

Mr.  French.  Yes,  sir. 

Mr.  Hudson.  In  the  State. 

Mr.  French,  Now,  these  animals,  the  moment  they  are  put  in 
the  vards  are  subject  to  governmental  inspection. 

Afr.  Moss.  That  is,  when  they  reach  the  stockyards  at  Chicago  ? 

Mr.  French.  Yes,  sir. 

Mr.  Moss.  But  not  before  that  time  ? 

Mr.  French.  No,  sir.  When  they  reached  there,  then  the  Govern- 
ment passed  those  cattle  and  they  were  made  into  beef. 

Mr.  Helgesen.  Did  the  Government  veterinarian  have  knowl- 
edge of  the  fact  that  those  cattle,  when  they  were  at  Peoria,  had  the 
foot-and-mouth  disease? 

Mr.  French.  He  had  assistants  there  at  the  time  to  examine  them. 

Mr.  Helgesen.  Did  the  Federal  Government  give  its  consent  to 
their  sale  as  beef  after  developing  the  fact  that  they  had  foot-and- 
mouth  disease? 

Mr.  French.  They  did. 


1344  QUARANTINE  OF  CATTLE. 

Mr.  Moss.  Could  the  Government  have  prevented  the  shipnaent 
of  cattle  from  Peoria  to  Chicago,  provided  the  State  veterinarian 
passed  them  ? 

Mr.  French.  They  could  not. 

Mr.  Helgesen.  But,  as  a  matter  of  fact,  it  was  not  necessary  for 
the  Government  veterinarian  to  give  his  consent,  even  thougn  he 
could  not  stop  it,  was  it  ? 

Mr.  French.  What  a  veterinarian  will  do  is  beyond  my  conception. 
On  October  29  the  officials  of  the  United  States  Government  took 
possession  of  our  cattle,  and  the  veterinarians  used  every  means  in 
their  power  to  force  the  slaughter  of  those  animals.  Tne  breeders 
then  appealed  to  the  Secretary  of  Agriculture,  who,  appreciating  the 
disaster  to  the  future  welfare  of  the  breeders  of  this  coimtry  which 
would  follow  the  destruction  of  that  wonderful  foundation  stock,  some 
of  which  could  not  be  replaced  by  money,  because  they  are  the  only 
living  examples  of  certain  lines  of  breeding,  promised  to  help  to  save 
the  herds,  for  which  all  credit  to  him.  We  employed  Dr.  Hughes,  of 
Chicago,  the  president  of  the  veterinarian  colleg:e  there,  after  ne  had 
found  that  it  was  agreeable  to  the  Bureau  of  Animal  Industry  and  to 
Dr.  Dyson,  the  State  veterinarian  of  Illinois.  All  of  the  veterinarians 
were  cocksure — ^none  of  them  having  .had  any  experience  with  the 
foot-and-mouth  disease  personally,  as  in  this  country  they  have 
always  killed  the  stock  wnen  they  could,  and  so  there  was  no  chance 
given  for  observation — ^that  these  animals  in  most  cases  would  die 
and  in  the  other  cases  would  not  be  worth  saving.  But  when  Dr. 
Hughes  was  successful,  then  all  of  the  machinations  of  bureaucracy 
were  leveled  against  him  and  our  cattle,  in  order  to  belittle  the  whole 
proposition,  although  before  taking  up  this  matter  he  was  acknowl- 
edged as  one  of  the  leading  authorities.  Although  he  had  stood  at 
the  top  of  his  profession,  these  attacks  were  made  on  him  through  the 
press  and  through  bulletins,  some  of  which  were  paid  for  by  the  stock- 
yards and  sent  out  by  the  United  States  Government  veterinarians, 
thereby  inflaming  the  whole  country. 

Mr.  Anderson.  What  do  you  mean  by  that  ? 

Mr.  French.  I  mean  to  say  that  the  stock  yards  furnished  a  great 
many  thousands  and  tens  of  thousands  of  circulars  giving  their  side 
of  the  case,  which  were  sent  out  by  the  Bureau  of  Anunal  Industry. 

Mr.  Heloesen.  Sent  out  as  Government  dociunents  ? 

Mr.  French.  I  do  not  know. 

Mr.  Heloesen.  Was  it  franked  ? 

Mr.  French.  I  do  not  know.     I  know  that  they  were  sent  out. 

Mr.  Anderson.  Have  you  a  copy  of  the  document  ? 

Mr.  French.  I  have  not  at  the  moment,  but  I  think  I  can  get  it 
for  you. 

Mr.  Heloesen.  I  suggest  that  you  furnish  a  copy  of  it  for  the 
record. 

Mr.  French.  I  will  do  so. 

The  biureau  has  issued  literature  on  the  foot-and-mouth  disease 
from  Germany,  Great  Britain,  and  South  America,  but  nothin?  from 
the  United  States,  because  no  test  had  ever  been  made  before  nere. 

Mr.  Anderson.  Do  you  contend  that  the  poUcy  of  the  Government 
in  slaughtering  cattle  affected  with  foot-and-mouth  disease  is  an 
improper  pohcy  ? 

Mr.  French.  I  do  not. 
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Mr.  Anderson.  Do  you  contend  that  the  European  policy  is  a 
better  one  ? 

Mr.  French.  I  have  never  claimed  that  the  Government's  policy 
was  wrong.     It  is  purely  an  economic  question. 

Mr.  Reelly.  How  many  head  of  the  dairy  herd  cattle  had  the  foot- 
and-mouth  disease  ? 

Mr.  French.  All  the  animals  had  it. 

Mr.  Reilly.  All  of  them  had  it  ? 

Mr.  French.  They  were  all  locked  in  and  we  were  not  allowed  to 
separate  the  animals.  We  begged  the  privilege  of  separating  them 
so  as  to  limit  the  disease,  but  they  were  all  confined  in  one  {uace  so 
that  all  of  them  might  take  it.  The^r  condemned  the  whole  bunch 
to  slaughter  and  they  played  no  favorites. 

Now,  in  order  to  show  you  the  way  in  which  the  veterinarians 
have  been  working  this  business,  which  has  been  extremely  profit- 
able to  them,  after  having  denounced  the  fact  that  the  oreeders' 
herd  was  not  underground,  pubhcly  and  openly  in  their  convention 
last  week  they  criticised  most  seriously  the  Secretary  of  Agricul- 
ture. In  order  to  find  out  how  far  they  would  go,  I  offered  this 
resolution.  I  tried  to  word  it  so  that  it  would  give  offense  to  no 
one. 

Mr.  Lee.  Before  what  body  was  it  offered  ? 

Mr.  French.  The  United  States  Live  Stock  Sanitary  Association, 
which  is  composed  largely  of  the  veterinarians  of  the  United  States. 
The  resolution  I  offered  is  as  follows: 

Resolved,  That  it  is  the  sense  of  the  members  of  the  United  States  Live  Stock  Sani* 
tary  Association  in  convention  assembled,  that  the  action  of  the  Secretary  of  Agri- 
culture at  Washington  and  of  the  State  Board  of  Live  Stock  Commissioners  of  Illinois, 
be  and  is  hereby  highly  commended  for  permitting  the  owners  of  the  Dairy  Show 
animals,  which  contracted  foot-and-mouth  disease  while  on  exhibition  at  the  Union 
Stock  Yards,  Chicago,  in  the  fall  of  1914  to  carry  their  cattle  over  for  the  purpose  of 
observing  the  progress  of  the  disease,  ana  when  it  had  apparently  run  its  cour^,  sub- 
mitting uiese  cattle  to  experiments  so  as  to  determine  tneir  freedom,  or  otherwise, 
from  disease,  and,  at  the  same  time,  by  careful  observation  and  the  taking  of  accurate 
scientific  data,  contributing  to  the  general  knowledge  on  this  disease — a  knowledge 
which  at  the  present  time  is  woefully  incomplete — ^and  which  in  the  future  may  be 
of  inestimable  value  in  determining  what  disposition  should  be  made  of  i^nimft^if 
under  similar  circumstances. 

Mr.  Anderson.  If  I  remember  the  testimony  of  Dr.  Melvin  before 
the  committee  some  time  ago,  he  said  the  reason  why  the  department 
and  its  veterinarians  had  not  experimented  with  the  disease  was 
because  they  thought  it  was  so  dangerous  that  it  ought  not  to  be 
permitted.    Do  you  disagree  with  that  view  ? 

Mr.  French.  1  do  not. 

Mr.  Anderson.  I  understood  that  you  contended  that  the  Govern- 
ment ought  to  take  these  diseased  cattle  and  experiment  with  the 
disease  in  order  to  determine  its  character 

Mr.  French  (interposing).  I  am  speaking  of  this  specific  case. 
These  animals  are  in  an  ideal  quarantine  place,  and  in  my  opinion 
it  would  have  been  a  crime  to  have  killed  those  animals  until  every 
effort  had  been  made  to  try  to  save  them. 

Mr.  Anderson.  I  want  to  ask  another  question,  because  I  think 
I  may  have  misunderstood  you.  I  imderstood  you  to  say  that  all 
of  these  animals  were  a£Fected  with  foot-and-mouth  disease  ? 

Mr.  French.  Yes,  sir;  all  had  the  foot-and-mouth  disease. 

Mr.  Anderson.  Those  cattle  at  the  show  ? 
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Mr.  French.  Yes,  sir. 

Mr.  Howell.  I  understood  your  statement  to  be  that  some  of 
them  had  it  and  that  you  were  compelled  to  keep  all  of  them  together, 
so  that  all  of  them  got  it  ? 

Mr.  French.  One  animal  had  it  at  first,  and  when  that  animal  had 
it  we  asked  permission  to  separate  the  animals,  but  we  were  refused 
that  permission.  Some  of  tne  animals  did  not  get  the  disease  for 
six  weeks,  and  a  large  number  of  them  could  have  been  saved  if  we 
had  been  allowed  to  separate  them. 

Mr.  Howell.  What  action  was  taken  on  that  resolution  ? 

Mr.  French.  It  didn't  even  get  out  of  the  subcommittee.  They 
said  in  view  of  the  remarks  that  nad  been  made  on  the  floor  two  days 
before  on  the  foot-and-mouth  disease  it  would  houseless;  but,  however, 
we  could  bring  it  on  the  floor.  But  we  had  no  desire  to  see  a  mess  made 
of  it,  and  perhaps  a  reflection  upon  the  Secretary  of  Agriculture,  and 
therefore  it  was  not  pressed. 

Mr.  Hudson.  Mr.  chairman,  may  I  ask  Mr.  French  a  question? 

The  Chairman.  Certainlv. 

Mr.  Hudson.  Mr.  French,  will  you  tell  the  members  of  the  com- 
mittee present  if  tliere  were  any  oi  the  seven  hundred  and  forty  and 
odd  animals  that  died  with  the  foot-and-mouth  disease  and  about 
the  number,  if  there  were  any  ? 

Mr.  French.-  No  adult  animal  died  of  the  foot-and-mouth  disease. 
The  calves  bom  while  the  cows  w^ere  at  the  height  of  the  fever— most 
of  them  died.  Of  the  calves  born  after  the  cows  recovered,  75  per 
cent  are  alive  and  well,  and  none  of  them  had  the  foot-and-mouth 
disease. 

Mr.  Lee.  Are  these  cattle  entirely  recovered? 

Mr.  French.  I  would  enter  them  in  a  show  to-morrow  with  any- 
body's cattle;  they  are  that  good. 

Mr/ Hudson.  I  should  Uke  to  ask  Mr.  French  one  other  question? 

The  CiuiRMAN.  Certainly. 

Mr.  Hudson.  Mr.  French,  can  you  state  whether  the  Breeders' 
Association  agreed  at  any  time  to  carry  on  this  experiment  at  the 
expense  of  the  breeders,  they  paying  the  expense  of  the  entire 
experiment  ? 

Mr.  French.  No  one  who  had  any  authority  to  speak  made  any 
such  agreement. 

Mr.  Moss.  What  proposal  was  made,  either  with  or  without 
authority  ? 

Mr.  French.  I  never  heard  of  a  proposal  being  made  that  looked 
toward  the  breeders  doing  anything  but  obtaining  their  money  in 
the  end  from  the  United  States  Government. 

Mr.  Moss.  You  stated  that  the  owners  sent  a  committee  to  confer 
with  the  Secretary  of  Agriculture  ? 

Mr.  French.  Yes,  sir. 

Mr.  Moss.  Please  state  to  the  committee  what  the  basis  of  that 
conference  was,  what  was  proposed  by  the  breeders,  and  what  they 
asked  of  the  Secretary. 

Mr.  French.  The  breeders  asked  of  the  Secretray  permission  to 
remove  the  animals  from  the  stock  yards  owing  to  the  cramped 
quarters  and  the  excessive  cost  of  food  and  rent  to  another  place 
where  it  would  be  cheaper  to  house  them  and  where  they  could  be 
better  cared  for. 
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Mr.  Moss.  The  removal  came  at  the  request  of  the  owners  of  the 
cattle  and  was  agreed  to  by  the  Government  ? 

Mr.  French.  Yes,  sir. 

Mr.  Moss.  At  whose  expense  was  this  removal  to  be  made,  who 
was  to  bear  the  expense,  the  owners  of  the  cattle  or  the  Government! 

Mr.  French.  The  owners  were  compelled  to  pay  the  expense  in 
order  to  get  anything  done. 

Mr.  Moss.  When  they  proposed  this  matter,  did  they  propose  to 
remove  them  at  their  own  expense,  or  did  they  expect  the  Government 
to  pay  the  expense  ? 

Mr.  French.  We  expected  the  Government  to  pay  the  expense. 

Mr.  Moss.  Was  that  proposed  to  the  Secretary  ? 

Mr.  French.  I  do  not  thmk  that  anything  was  said  to  the  Secretary 
specifically  about  any  payment. 

Mr.  Moss.  Who  mst  secured  control  of  this  new  site,  who  secured 
permission  to  use  it? 

Mr.  French.  The  owners. 

Mr.  Moss.  Were  the  owners  to  pay  for  the  rent  of  the  new  site? 

Mr.  French.  Yes,  sir. 

Mr.  Moss.  Was  there  anything  said  between  this  committee  and 
the  Secretary  of  Agricultm^e  regarding  the  expense  of  the  veterinarian 
to  treat  the  cattle? 

Mr.  French.  No,  sir. 

Mr.  Moss.  Did  the  owners  specifically  agree  that  if  the  Government 
would  consent  to  this,  they  would  employ  a  high-grade  veterinarian 
to  treat  th^  cattle  and  to  cure  them  and  to  demonstrate  the  fact  that 
they  could  go  back  to  the  farms  with  perfect  safety? 

Mr.  French.  Our  veterinarian  was  hired  long  before  we  moved 
from  the  stockyards. 

Mr.  Moss.  Tiiat  is  true.  You  understood  that  removal  meant 
detention  for  quite  a  time  and  did  the  owners  understand  that  thia 
was  brought  forth  as  an  alternate  proposition  to  immediate  slaughter  t 
Was  that  right  ? 

Mr.  French.  The  owners  never  agreed  to  immediate  slaughter. 

Mr.  Moss.  I  understand  that,  but  this  conference  came  about;  and 
was  the  removal  and  detention  regarded  as  an  alternate  proposition 
to  immediate  slaughter  ? 

Mr.  French.  No,  sir. 

Mr.  Moss.  Was  there  any  discussion  between  your  committee  and 
the  vSecretary  of  Agriculture  as  to  who  should  bear  the  expense  of  the 
cattle  while  in  detention  ? 

Mr.  French.  That  was  not  mentioned. 

Mr.  Moss.  What  was  your  understanding  and  the  understanding 
of  the  committee — that  the  Government  was  to  pay  the  expense  if  the 
Government  would  permit  the  owners  to  take  tne  cattle  to  this  loca- 
tion, selected  by  themselves — ^was  the  Government  to  pay  the  expense 
or  the  owners  ? 

Mr.  French.  As  the  Government  allowed  us  to  save  the  cattle, 
we  expected  that  they  would  pay  all  the  legitimate  bills,  and  the 
moving  was  just  as  legitimate  a  bill  as  the  food  of  the  animals. 

Mr.  Moss.  Did  you  put  that  up  to  the  Secretary  as  one  condition, 
that  if  you  removed  them  to  the  new  quarters  you  would  expect  the 
Government  to  pay  the  expense  ? 
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Mr.  French.  That  was  not  mentioned. 

Mr.  Moss.  How  long  after  an  animal  has  apparently  recovered 
from  the  foot-and-mouth  disease,  in  your  judgment,  can  it  carry  the 
germs  aroimd  to  the  extent  of  transmittmg  the  disease  to  another 
animal? 

Mr.  French.  The  judgment  of  anybody  in  this  country,  outside 
©f  two  or  three  people  who  have  had  experience  in  the  foot-and- 
mouth  disease  in  the  other  coxmtry,  is  worth  just  the  same  as  yours 
would  be. 

Mr.  Moss.  Would  you  consider  that  Dr.  Melvin  was  one  of  those 
whose  judgment  was  worth  something  ? 

Mr.  French.  No,  sir;  because  he  has  not  had  personal  knowledge 
•f  the  disease  and  as  to  how  it  can  be  transmitted. 

Mr.  Moss.  I  want  to  read  you  a  statement  made  by  Dr.  Melvin 
before  a  committee  of  Congress  and  see  if  you  agree  to  it  or  do  not 
agree  to  it: 

In  Europe,  where  they  have  had  the  disease  a  great  deal  and  have  done  sonae 
experimental  work,  they  nnd  that  some  animals  will  remain  as  carriers  of  the  disease 
lor  as  long  as  seven  months  after  they  have  apparently  recovereo. 

Do  you  beheve  that  statement  is  true  or  not  ? 

Mr.  French.  I  do  not  know  whether  it  is  true  or  not. 

Mr,  Hudson.  I  can  give  you  a  suggestion  on  that  line. 

Mr.  Moss.  The  value  of  your  herd  is  largely  for  reproductive  pur- 
poses, a  breeding  herd  ? 

Mr.  French.  Yes,  sir. 

Mr  Moss.  What  is  the  effect  of  the  foot-and-mouth  disease  upon 
the  power  of  cattle  to  reproduce? 

Mr.  French.  In  1883,  from  the  island  of  Guernsey,  there  was  a 
shipload  of  cattle  brought  over  to  this  country,  quarantined  at 
Baltimore,  and  afterwards  moved  over,  I  think,  mto  Pennsylvania, 
where  they  got  well;  none  of  them  died.  The  next  year  two  of  those 
animals  tooK  the  world's  record  for  milk  production,  and  the  great 
bull,  Benjamin,  who  has  probably  done  more  for  the  Guernsey  breed 
than  any  other  buU,  was  one  of  those  animals.  His  descendants  are 
in  every  high-class  Guernsey  herd  in  this  country  to-day. 

Mr.  Moss.  Here  is  a  statement  by  Dr.  Melvin: 

Well,  that  would  be  hard  to  say;  that  is,  how  many  would  completely  recover, 
because  many  cows  that  are  infected  are  imi)aired  as  to  bearing  calves  aiterwards. 
For  instance,  they  will  frequently  become  sterile  for  two  or  three  or  more  years,  aome 
•f  them  becoming  permanently  sterile,  and  they  will  not  breed. 

Have  you  considered  that  and  do  you  approve  of  it  ? 

Mr.  French.  Yes,  sir;  I  think  if  you  take  100  cows  that  some  of 
ihem  are  going  to  be  sterile  for  two  or  three  years  or  permanently. 

Mr.  Moss.  He  is  speaking  of  the  foot-and-mouth  disease. 

Mr.  French.  Of  that  I  know  nothing. 

Mr.  Moss.  In  an  article  by  Mr.  Saunders,  the  editor  of  the  Breeders' 
Gazette,  he  refers  to  the  Mills  herd.  Is  it  not  a  fact  that  the  Mills 
herd  after  they  were  sold  did  not  become  productive  as  breeders  t 

Mr.  French.  Some  of  them  did  not. 

Mr.  Moss.  Mr.  Saunders  states  that  the  fact  that  those  animals 
were  not  productive  was  because  tliey  had  had  the  foot-and-mouth 
disease. 

Mr.  French.  I  should  like  to  make  an  explanation.  They  had  the 
foot-and-mouth  disease  three  years  previously  and  after  that  they 
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were  sold  in  England,  and  the  Englishmen  came  over  here  and  bought 
those  cattle  and  paid  over  $11,000  apiece  on  the  average. 

Mr.  Moss.  If  it  should  develop  in  the  course  of  this  inquiry  that 
your  committee  or  a  committee  representing  the  owners  of  the  cattle 
went  over  to  the  Secretary  of  Agriculture  and  requested  permission 
to  move  their  herd  to  these  new  quarters  that  they  themselves  had 
rented  and  the  Secretary  agreed  to  it,  and  if  it  develops  that  the  owners 
agreed  to  treat  their  own  cattle  and  bear  the  expense  of  the  detention, 
would  you  think  that  this  bill  should  pass  ? 

Mr.  French.  Yes,  sir. 

Mr.  Moss.  Regardless  of  any  representation  that  the  committee 
representing  the  owners  might  have  made  ? 

Mr.  French.  The  expense  incurred  prior  to  the  removal  of  the 
cattle  should  not  be  wiped  out  by  that. 

Mr.  Anderson.  What  was  the  date  of  the  removal  of  the  cattle 
from  the  place  where  they  had  been,  at  the  show,  to  the  new  place  ? 

Mr.  Hudson.  To  the  Hawthorne  race  track. 

Mr.  French.  I  have  not  the  exact  date;  it  was  early  in  January. 

Mrs.  Henning.  The  9th  of  January. 

Mr.  Hudson.  I  should  like  to  make  a  statement. 

The  Chairman.  Certainly. 

Mr.  Hudson.  The  EngUsh  Government  has  been  testing  the  foot- 
and-mouth  disease  not  only  in  England,  but  in  India,  and  it  found 
that  the  longest  case  after  a  year's  experience  in  India  with  the  rough 
bu£falo  cattle,  the  worst  cattle  in  India,  was  10  days.  That  would  be 
somewhat  different  from  Dr.  Melvin's  statement.  That  has  been 
issued  by  the  English  Government  within  a  few  months. 

Mr.  Moss.  What  authority  ? 

Mr.  Hudson.  It  was  printed  in  some  of  the  western  farm  papers. 

Mr.  Helgesen.  The  removal  of  the  cattle  to  the  place  where  you 
have  them  now  was  not  only  a  matter  of  choice;  you  were  compelled 
to  leave  the  old  quarters  ? 

Mr.  French.  The  rent  was  so  excessive  and  the  cost  of  the  food 
so  high  that  many  of  the  breeders  were  compelled  to.  Let  me  state 
right  here  that  most  of  the  breeders  are  not  rich  men,  and  this  was 
a  great  hardship  on  them.  They  also  wanted  to  get  the  animals  where 
they  could  get  the  sunlight  and  exercise,  which  they  could  not  get 
in  the  cramped  quarters^ 

Mr.  Moss.  If  it  developed  in  the  course  of  this  inquiry  that  the 
Government  did  not  have  knowledge  that  there  was  foot-and-mouth 
disease  in  the  United  States,  and  did  not  have  knowledge  that  in 
taking  your  cattle  to  Chicago  you  were  exposing  them  to  the  disease, 
then  would  you  consider  that  you  had  a  claim  against  the  Govern- 
ment for  reimbursement  ? 

Mr.  French.  Most  assuredly,  I  would. 

Mr.  Moss.  I  concede  the  fact  that  you  have  made  a  very  damaging 
statement  about  the  Department  of  Agriculture  that  must  be  cleared 
up.  You  have  made  the  statement  here  that  the  department  did 
have  knowledge  and  suppressed  it,  and  permitted  tliis  snow  to  go  on. 
If  that  is  true,  I  admit  that  there  should  be  some  impeachments  in 
the  Agricultural  Department,  and  I  believe  that  the  committee  will 
want  to  go  into  that  fact.  If  it  developed  that  the  department  did 
not  have  Knowledge,  and  if  it  developed  that  that  statement  made  in 
perfectly  good  faitn  is  not  true 
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Mr.  French  (interposing).  I  have  not  made  the  statement  that 
the  department  had  knowledge  of  it.  I  said  they  should  have  had 
knowledge  of  it. 

Mr.  Moss.  I  understood  you  to  say  that  they  had  knowledge  of  it. 
There  is  quite  a  difference  between  having  knowledge  and  shoiud  have 
had  knowledge.  Do  I  understand  you  to  sav  that  your  position  is 
that  the  department  should  have  had  knowledge  rather  than  that 
the  department  did  have  knowledge  ? 

Mr.  French.  If  you  will  just  state  the  time. 

Mr.  Moss.  The  21st  of  October,  1914. 

Mr.  French.  That  thev  had  no  knowledge  of  the  disease  existing 
in  Michigan  at  that  time  ? 

Mr.  Moss.  Yes,  sir. 

Mr.  French.  They  absolutely  did  have  knowledge  of  the  disease 
existing  at  that  time? 

Mr.  Moss.  Your  statement  is  that  at  the  time  you  shipped  to 
Chicago  the  department  did  have  knowledge  of  the  fact  that  there 
was  foot-and-mouth  disease? 

Mr.  French.  Yes,  sir. 

Mr.  Moss.  I  think  you  also  made  the  statement  that  it  was  known 
by  the  Government  tnat  cattle  that  was  to  be  shipped  from  Michigan 
had  been  subject  to  infection? 

Mr.  French.  Yes,  sir. 

Mr.  Haugen.  How  many  cattle  were  shipped  to  Chicago  from  the 
infected  districts  of  Michigan? 

Mr.  French.  I  do  not  know  how  far  the  districts  were  marked  by 
the  Government  as  infected,  but  they  were  shipped  from  Michigan. 
One  of  our  exhibitors  was  warned  coming  from  tne  East  not  to  ship 
by  Niles,  because  they  had  the  footr-and-mouth  disease. 

The  Chairman.  Who  warned  him? 

Mr.  French.  When  Mr.  Ames  comes  in  to-morrow  he  will  bring 
you  the  telegram  from  the  department  and  it  will  clear  this  whole 
matter  up. 

Boston,  Mass.,  February  £7, 1915. 
Col.  G.  Watson  French, 

New  Willard  Hotel,  Washington,  D.  C. : 

Letter  to  F.  L.  Ames,  dated  October  15,  1914,  reference  is  made  to  your  telemm 
of  this  date  and  bureau  reply  to  same.  I  understand  there  has  been  outbreak  of  foot- 
and-mouth  disease  at  Niles,  Mich.  Intend  shippinf  show  herd  to  National  Daiir 
Show,  Chicago,  to-morrow.  Can  you  advise  me  by  wire  at  my  expense  to  Nortn 
Easton,  Mass.,  whether  it  is  safe  to  do  so.  Answerea  bv  telegram.  Not  determined 
definitely  if  cattle  disease  reported  Michigan  is  foot  ana  moutli.  Letter  follows.  In 
this  connection  you  are  informed  that  should  the  bureau  scientists  who  are  now  in 
Michigan  decide  that  the  disease  reported  from  that  State  is  foot-and-mouth  disnae, 
pronipt  steps  will  be  taken  to  place  the  infected  area  under  quarantine  and  absolutely 
prohibit  movement  of  cattle  therefrom.  In  tiiis  way  there  is  little  doubt  but  thit 
cattle  exhibited  at  the  National  Dairy  Show  at  Chicago  will  be  protected  from  coming 
in  contact  with  the  disease.    Signed,  A.  D.  Melvin.    Letter  follows. 

F.  L.  Ames. 

Mr.  Hauoen.  You  spoke  of  Michigan.  Micliigan  is  a  large  State. 
Have  you  any  knowledge  of  any  cattle  being  shipped  from  the  infected 
district  ? 

Mr.  French.  I  do  not  know  how  much  the  department  called  the 
infected  district.  When  thev  came  to  Iowa  the  whole  State  was 
infected,  and  then  they  modified  a  part  of  it. 

Mr.  Haugen.  The  whole  State  was  quarantined? 

Mr.  French.  Yes,  sir. 
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Mr.  Haugen.  But  not  the  whole  State  infected  ? 

Mr.  Fkench.  How  far  the  infection  extends,  I  do  not  know. 

Mr.  MoSvS.  Coming  back  to  your  statement,  I  made  a  memorandum 
at  the  time,  ''It  was  known  to  the  Government  that  the  cattle  to  be 
shown  from  Michigan  had  been  exposed  to  the  foot-and-mouth  dis- 
ease and  that  knowledge  Dr.  Bennett  had  in  his  possession.*'  Is  that 
substantially  correct  ?     You  put  it  just  that  way  ? 

Mr.  French.  I  think  I  gave  you  that  the  first  time. 

Mr.  Moss.  I  will  wait  and  reier  to  the  record. 

Mr.  French.  Mv  statement  was  that  having  come  from  Michigan^ 
where  they  had  the  foot-and-mouth  disease,  they  might  have  been 
exposed  and  therefore  he  took  this  precaution  to  disimect  the  prem- 
ises. 

Mr.  McLaughlin.  You  spoke  about  the  disease  existing  at  Nilea 
and  you  mentioned  Grass  Lake  also.     What  about  Grass  Laket 

Mr.  French.  That  was  an  outbreak  that  occurred  later  on. 

Mr.  McLaughlin.  How  much  later? 

Mr.  French.  I  do  not  know  the  exact  date. 

Mr.  McLaughlin.  Before  the  opening  of  the  show  ? 

Mr.  French.  Yes,  sir;  early  in  October  they  had  it  at  Grass  Lake. 
Our  first  cattle  came  in  on  the  21st  of  October. 

The  Chairman.  Did  the  department  have  knowledge  of  the  out- 
break at  Grass  Lake  to  your  own  personal  knowledge? 

Mr.  French.  Not  to  my  own  personal  knowledge,  but  they  un* 
questionably  must  have  known  of  it. 

Mr.  Hawley.  Did  I  understand  you  to  say  early  in  your  statement 
that  before  the  cattle  came  to  Chicago  three  steers  infected  with  the 
foot-and-mouth  disease  had  passed  through  the  stockyards  ? 

Mr.  Hudson.  I  made  that  statement.  That  statement  was  made 
by  Dr.  Bennett  before  at  least  75  people,  that  three  steers  with  the 
foot-and-mouth  disease  had  passed  through  the  yards. 

Mr.  Hawley.  Before  ? 

Mr.  Hudson.  Yes,  sir. 

Mr.  Hawley.  How  long  before  ? 

Mr.  Hudson.  The  question  was  not  asked  as  to  how  long,  but 
whether  there  was  any  foot-and-mouth  disease  in  the  stockyards, 
and  he  made  the  answer  that  three  steers  had  passed  through  the 
Union  Stock  Yards.  Could  you  limit  it  to  three  with  85,000  animals 
a  day  ? 

Mr.  Haugen.  That  was  previous  to  the  dairy  show  ? 

Mr.  Hudson.  Yes,  sir.  I  asked  him  whether  there  was  any  case  of 
foot-and-mouth  disease  in  the  stock  vards  and  that  was  his  answer. 

Mr.  Hawley.  You  do  not  know  how  long  that  was  before  the 
show  ? 

Mr.  Hudson.  No,  sir,  I  did  not  ask  him  that.  I  asked  him  whether 
there  was  any  foot-and-mouth  disease  in  the  stockyards  and  he  said 
that  three  steers  had  passed  through.  I  asked  him  on  the  28th  or 
29th  of  October.     The  meeting  was  on  the  28th  or  29th  of  October, 

Mr.  Haugen.  What  time  did  the  dairy  show  begin  ? 

Mr.  Hudson.  On  the  22d. 

The  Chairman.  You  made  the  inquiry  seven  days  after  the  show 
opened  ? 

Mr.  Hudson.  After  the  meeting  called  when  the  quarantine  wa» 
put  on.  We  wanted  to  know  whether  the  foot-and-mouth  disease  was- 
there. 
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The  Chairman.  You  had  made  no  inquiry  before  that  time? 
Mr.  Hudson.  How  could  we? 

The  Chairman.  What  prompted  jon  to  make  the  inquiry? 
Mr.  Hudson.  Putting  tne  quarantine  on. 

Mr.  Moss.  I  should  like  to  put  in  the  record  one  other  statement  by 
Dr.  Melvin  in  regard  to  quarantine: 

The  iiBiial  practice  is,  in  case  the  disease  is  found,  to  quarantine  the  entire  prem- 
ises. The  Federal  Government,  in  the  first  instance,  would  quarantine  the  entire 
State,  and  the  State  people  would  quarantine  the  counties  in  the  localities  in  which 
the  disease  is  found. 

Do  you  understand  that  to  be  the  way  the  quarantine  is  carried 
on,  that  the  Federal  Government  has  no  power  other  than  to  quaran- 
tine the  entire  State — there  could  be  no  interstate  shipments — ^but 
that  inside  the  boundaries  it  is  purely  a  State  affair? 

Mr.  French.  Yes,  sir. 

Mr.  Hauoen.  Have  you  an  itemized  statement  of  the  claims) 

Mr.  French.  We  have  not.  This  bill  was  offered  by  the  breeders 
in  Wisconsin,  and  our  association  had  nothing  to  do  in  requesting  it. 
We  should  not  have  come  before  you  just  at  this  time  when  you  are 
so  busy;  we  should  have  waited  until  the  next  Confess. 

Mr.  Haugen.  What  items  should  be  paid  by  the  Federal  Crovem- 
ment,  in  your  opinion  ? 

Mr.  French.  The  expenses  of  the  animals  from  the  29th  day  of 
October. 

Mr.  Haugen.  The  date  of  the  quarantine? 

Mr.  French.  Yes,  sir;  until  the  day  the  Government  pronounces 
them  free,  the  actual  expense. 

Mr.  Haugen.  Until  the  Grovemment  releases  themt 

Mr.  French.  Yes,  sir. 

The  Chairman.  That  would  include  the  matter  of  feedt 

Mr.  French.  The  matter  of  feed  and  rent  that  the  Union  Sto^k 
Yards  charged  and  which  we  paid  imder  protest.  We  had  quite 
a  tilt  with  them  before  they  would  accept  payment  under  protest, 
thinking  this  matter  would  come  up.  That  bill  is  simply  out- 
rageous. 

Mr.  Haugen.  You  include  the  expense  of  the  new  quarters  ? 

Mr.  French.  Yes,  sir. 

Mr.  Haugen.  What  do  you  estimate  that  to  be  ? 

Mr.  French.  Up  to  the  present  time  the  expense  would  be  in  the 
neighborhood  of  $130,000. 

Mr.  Haugen.  Does  that  include  the  veterinarians  employed 
privately  by  the  association  ? 

Mr.  French.  Yes,  sir. 

Mr.  Haugen.  You  have  one  at  $3,000  a  month  ? 

Mr.  French.  Our  veterinarian  is  paid  $60  a  day. 

Mr.  Haugen.  If  the  Government  pursued  the  policy  of  slaughter- 
ing and  paying  beef  value,  what  would  be  the  expense  to  the  Gov- 
ernment ? 

Mr.  French.  At  beef  value  ? 

Mr.  Haugen.  Yes,  sir. 

Mr.  French.  $35,000. 

Mr.  Haugen.  There  is  a  difference  of  $100,000. 

Mr.  French.  Yes,  sir.  Let  me  tell  you  that  if  you  go  on  the 
theory  that  you  are  eradicating  the  foot-and-mouth  disease  oy  paying 
beef  value  you  will  never  do  it,  because  the  man  who  has  valuable 
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cattle  will  not  admit  that  they  have  the  foot-and-mouth  disease. 
With  S500  or  S600  cattle  on  his  place  he  will  not  admit  that  they 
have  the  foot-and-mouth  disease,  and  so  you  can  not  stamp  it  out  by 
paying  him  $50. 

Mr.  Moss.  How  many  cattle  are  quarantined  ? 

Mr.  French.  Seven  nimdred  and  some  odd. 

Mr.  Moss.  I  imderstand  that  having  the  disease  once  does  not 
grant  immunity  i 

Mr.  French.  I  beUeve  that  is  correct. 

Mr.  Moss.  Suppose  it  should  develop  that  you  could  not  hold  that 
many  cattle  together  so  that  they  would  all  become  free  of  the  disease 
80  as  to  become  released  safely,  how  long  should  the  Government 
maintain  the  herd  there,  paying  the  expense  of  that  proposition  ? 

Mr.  French.  My  answer  would  be  until  the  Government  releases 
them. 

Mr.  Moss.  Would  you  expect  the  Government  to  release  them  until 
the  Government  was  fully  satis^ed  that  they  could  go  back  without 
daD^er  of  spreading  the  disease  ? 

}&.  French.  No,  sir;  I  would  not  want  that. 

Mr.  Moss.  Would  you  expect  the  Government  to  treat  them  indefi- 
nitely or  until  the  time  should  come  when  the  owners  would  submit 
to  slaughter,  if  they  could  not  be  reclaimed  ? 

Mr.  French.  I  should  never  submit  to  slaughter  until  I  had  been 
paid  the  just  value  of  my  animals,  no  matter  what  happened. 

Mr.  Moss.  Would  ybu  expect  the  Government  to  take  this  herd  of 
cattle  and  treat  them  differently  from  what  they  are  treating  thou- 
sands of  other  herds  of  cattle  in  the  United  States  ? 

Mr.  French.  It  is  simply  an  economic  question,  whether  it  is 
cheaper  to  slaughter  these  cattle  and  pay  $1,500,000,  or  go  to  work 
and  save  them  by  the  expenditure  of  a  couple  of  hundred  thousand 
dollars. 

Mr.  Moss.  I  understand  you  to  say  that  you  would  under  no  cir- 
cumstances consent  to  the  slaughter  of  your  cattle  except  upon  the 
payment  of  full  value,  whereas  we  know  that  there  are  nunoreds  of 
other  herds  of  cattle  that  are  being  slaughtered  without  the  payment 
of  full  value  ? 

Mr.  French.  The  fact  that  you  have  perpetrated  a  wrong  on 
hundreds  of  other  people  is  no  reason  why  you  should  perpetrate  a 
wrong  on  me. 

Mr.  Reillt.  The  veterinarian  who  urged  the  slaughter  of  the  herd 
did  it  on  the  theory  that  you  could  not  save  them  ? 

Mr.  French.  Yes,  sir. 

Mr.  Reillt.  That  there  was  no  cure  for  it? 

Mr.  French.  Yes,  sir. 

Mr.  Reillt.  The  veterinarian  who  advocated  the  saving  of  the 
herd  did  it  on  the  theory  that  they  could  be  cured  ? 

Mr.  French.  Yes,  sir. 

Mr.  Anderson.  As  I  understand  the  situation,  it  is  not  claimed 
by  any  one  that  the  foot-and-mouth  disease  is  a  particularly  fatal 
disease.  It  is  not  a  fatal  disease  in  the  ordinary  sense  at  all.  It  is 
a  verv  infectious  disease,  but  man^  cattle  have  it  and  survive.  As 
I  understand,  a  very  small  proportion  of  the  cattle  who  have  it  die. 
It  is  not  an  accurate  statement  to  say  that  the  disease  is  particularly 
fatal  or  that  slaughtering  is  justified  by  the  fact  that  it  is  a  fatal 


1354  QUAEANTINE  OF  CATTLE. 

disease.    In  that  connection  I  desire  to  read  a  statement  by  Dr. 
Melvin: 

But,  as  I  have  said,  the  mortality  is  not  high.  The  disease  varies  in  virulence; 
some  outbreaks  are  more  virulent  than  others,  but  I  would  say  that  an  average  nKV- 
tality  would  not  be  more  than  3  or  5  per  cent. 

Mr.  Reilly.  At  home  they  might  have  as  favorable  conditions  for 
curing  the  disease  as  they  had  at  Chicago  ? 

Mr.  French.  Yes,  sir;  if  we  had  had  sunshine,  but  outside  of  sun- 
shine there  coidd  not  have  been. 

Mr.  Reilly.  And  in  the  new  place 

Mr.  French  (interposing) .  It  is  pecuHarly  located  for  the  purpose 
for  which  we  are  carrying  on  the  experiment. 

Mr.  Haugen.  How  many  cattle  are  quarantined  there? 

Mr.  French.  Seven  hundred  and  fifty  head,  in  round  numbers. 

Mr.  Haugen.  Are  they  fat  cattle? 

Mr.  French.  They  are  dairy  cows. 

Mr.  Haugen.  And  they  are  also  faji? 

Mr.  French.  Not  really  good  ones  are. 

Mr,  Haugen.  I  mean  are  they  good  cattle?  About  how  much  are 
they  worth  ? 

Mr.  French.  A  fair  valuation  of  them  would  be  $1,500,000  for  the 
herd. 

Mr.  Haugen.  For  beef  value  ? 

Mr.  French.  For  beef  value  possibly  $40  per  head. 

Mr.  Haugen.  How  much  would  they  be  worth  as  dairy  cattle,  outr 
side  of  the  registration? 

Mr.  French.  Two  or  three  hundred  dollars  a  head. 

Mr.  Moss.  Do  you  know  of  any  country  where  there  has  been  an 
outbreak  of  foot-and-mouth  disease  where  they  have  cured  it  by 
treatment  without  slaughtering  the  animals,  so  as  to  eradicate  the 
disease  in  the  country  ? 

Mr.  French.  No,  sir. 

Mr.  Haugen.  The  value  of  750  cattle  at  $200  a  head  would  be 
$150,000,  would  it  not? 

Mr.  French.  Yes,  sir. 

Mr.  Haugen.  What  I  am  trying  to  get  at  is  whether  it  would 
cost  the  Federal  Government  more  to  pay  this  expense  than  it  would 
have  cost  the  Government  to  have  slaughtered  the  cattle  and  in- 
demnified the  owners. 

Mr.  French.  Not  if  they  adhere  to  the  present  policy  which  they 
have  lately  modified.  They  used  to  pay  nothing  but  the  beef  value, 
but  finally  they  modified  that  so  as  to  pay  the  dairy  value  of  the 
cattle.  Under  those  conditions,  it  would  nave  cost  them  much  more 
to  have  slaughtered  the  animals  and  paid  for  them  as  dairy  animals 
than  it  would  cost  to  carry  on  the  experiment. 

Mr.  Haugen.  I  imderstood  you  to  say  they  were  worth  two  or 
three  hundred  dollars  a  head  as  dairy  cattle  ? 

Mr.  French.  Yes,  sir. 

Mr.  Haugen.  Do  you  mean  with  the  registry? 

Mr.  French.  No,  sir,  for  their  grade  as  milk  producers. 

Mr.  Moss.  What  is  your  conception  as  to  the  obligation  of  the 
General  Government  to  deal  with  the  foot-and-mouth  disease,  any- 
way? 

Mr.  French.  I  think  the  General  Government  should  establish 
an  absolute  quarantine  regardless  of  expense  at  the  source  of  infec- 
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tion^  and  let  the  States  do  the  rest  of  it.  In  my  opinion,  if  they  had 
adopted  that  policy  at  the  start  there  would  have  been  no  foot-and- 
mouth  disease  in  this  country  to-day. 

Mr.  Moss.  That  is  assuming,  however,  the  fact  that  the  Govern- 
ment knew  that  or  had  knowledge  of  it  at  the  source;  but  suppose 
the  Government  did  not  have  knowledge  of  it  at  the  source  and  the 
disease  became  scattered,  then  what  would  you  do  other  than  what 
you  have  already  suggested? 

Mr.  French.  They  have  not  maintained  an  eflFective  quarantine 
in  any  places  where  the  Government  has  been  in  charge. 

Mr.  Moss.  So  it  goes  back  to  the  theory  that  the  General  Govern- 
ment was  not  on  its  job  at  Niles,  Mich.  ? 

Mr.  French.  Unquestionably,  that  is  true. 

Mr.  Moss.  On  what  theory  do  you  hold  that  the  General  Govern- 
ment should  have  detected  the  disease  at  Niles,  Mich.,  rather  than 
the  State  of  Michigan  ? 

Mr.  French.  The  report  was  made  to  the  General  Government  that 
there  was  a  suspicious  disease  there,  and  they  asked  for  some  of  the 
blood  in  order  to  determine  whether  it  was  the  foot-and-mouth 
disease.  Now,  scientists  in  Germany  and  England  have  been  trying 
to  isolate  that  germ  for  the  past  150  years,  and  have  not  succeeded 
in  doing  so,  and  I  do  not  know  how  they  figured  that  they  could  de- 
termine the  disease  from  an  examination  of  the  blood. 

Mr,  Moss.  You  are  contending  hero  that  when  the  Government 
does  quarantine  animals  it  ought  to  pay  the  entire  expense  of  the 
treatment  until  the  animal  gets  well  and  is  turned  back  ? 

Mr.  French.  I  have  not  made  that  proposition. 

Mr.  Moss.  I  think  this  does  convey  that  proposition. 

Mr.  French.  This  is  an  exceptional  case,  and  I  say  it  is  simply  a 
question  of  economics.  If  it  is  desirable  to  save  the  animals  in  view 
of  the  circumstances,  and  if  the  surroundings  are  such  that  they  can 
be  saved  and  it  is  possible,  and  if  there  are  enough  of  them  to  make  it 
worth  while  to  establish  an  eflFective  quarantine,  then,  I  say,  it 
should  be  done. 

Mr.  Anderson.  If  I  understand  it,  it  is  your  position  that  this  herd 
of  cattle  was  an  especially  valuable  herd,  not  only  to  the  owners  but 
to  the  people  of  the  country  generally,  by  reason  of  its  character  as 
a  breeaing  herd,  and  that,  consequently,  the  Government  has  an 
interest  in  the  preservation  of  that  herdi,  and  that  because  of  that 
interest  the  Government  ought  to  pay  the  necessary  expense  of  pre- 
servingit.     Is  that  your  position  ? 

Mr.  French.  That  is  one  argument;  but  it  is  cheaper  to  keep  them 
than  to  slaughter  them. 

Mr.  Reilly.  Suppose  the  dairy  show  had  convened  there  and  about 
the  last  day,  without  any  knowledge  on  the  part  of  anyone,  the 
foot-and-mouth  disease  had  developed  and  aflPected  the  whole  herd; 
then  suppose  the  Government  quarantined  the  herd  and  the  whole 
bunch  had  died  from  the  disease,  wfiat  would  be  your  judgment  as 
to  the  duty  and  liability  of  the  Government '< 

Mr.  Helgesen.  You  suggest  an  impossible  case.  The  fact  is  that 
from  only  3  to  5per  cent  oi  them  die. 

Mr.  Reilly.  Tnen  suppose  they  had  to  be  slaughtered  and  were 
slaughtered  justifiably. 

Mr.  French.  They  should  pay  us  the  price  that  those  animals 
would  bring  when  put  on  the  olock  at  puolic  auction. 
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Mr.  Reilly.  And  when  they  slaughter  a  fanner's  herd  of  cattle, 
they  ought  to  pay  him  ? 

Mr.  Erench.   les,  sir. 

Mr.  Reilly.  Then,  you  do  not  justify  your  claim  against  the  Gov- 
ernment because  the  Government  oflRcials  failed  to  notify  you  in 
advance  of  shipping  them  to  that  fair  that  the  cattle  would  be  ex- 
posed to  the  foot-and-mouth  disease? 

Mr.  French.  If  you  had  been  ill  treated  you  would  not  overlook 
anything  that  you  thought  might  possibly  help  your  side  of  the  case, 
would  you,  even  though  it  would  not  lustify  tne  full  case? 

Mr.  IIeilly.  Do  you  feel  that  you  nave  a  claim  against  the  Gov- 
ernment on  either  one  of  those  grounds? 

Mr.  Helgesen.  He  might  have  it  on  both  grounds. 

Mr.  Reilly.  I  do  not  think  so.     If  the  Government  is  obliged  to 

Eay  every  individual  in  this  countrv  the  full  value  of  his  cattle 
ecause  they  have  been  affected  with  disease — a  disease  that  they 
would  have  regardless  of  whether  they  were  at  Chicago  or  at  home 

Mr.  Moss  (interposing).  As  a  matter  of  fact,  the  value  of  cattle 
depends  largely  on  the  reputation  of  the  breeder — is  that  true? 

Mr.  French.  No,  sir. 

Mr.  Hudson.  It  is  the  work  of  generations  and  generations.  It 
goes  back  for  hundreds  of  years. 

Mr.  Moss.  I  want  Mr.  Frenches  opinion  upon  that.  I  have  always 
found  it  to  be  the  case  that  when  stock  is  offered  for  breeding  pur- 
poses, the  value  of  the  animal  is  supposed  to  be  enhanced  if  it  has 
taken  a  first  premium  in  Chicago,  Indianapolis,  or  other  places. 
For  instance,  I  have  been  told  with  reference  to  a  litter  of  puppies 
that  two  of  them  had  been  sold  under  contract  and  that  they  were 
to  be  trained  and  entered  at  a  show,  and  if  they  won  a  premium  it 
would  make  the  whole  litter  worth  a  great  deal  more. 

Mr.  Haxtoen.  Mr.  French,  you  are  familiar  with  the  resolution 
passed  by  our  legislature  relative  to  the  cost  of  feed  and  other  thincs 
you  have  referred  to  in  connection  with  the  Chicago  stockyards.  Do 
you  know  of  any  advantage  taken  of  shippers  in  the  way  oi  inordinate 
charges  ? 

Mr.  French.  There  were  inordinate  charges  for  rent. 

Mr.  Haugen.  To  what  extent  ? 

Mr.  French.  About  five  times  the  charge  that  was  made  against 
owners  was  made  against  the  dairy  association  for  the  use  of  a  ouild- 
ing  for  the  dairy  show. 

Mr.  Haugen.  How  about  feed  ? 

Mr.  French.  They  said  that  the  charges  for  feed  were  the  regular 
charges  that  they  charged  everybody. 

Mr.  Haugen.  About  how  much  were  you  chained  at  the  time? 

Mr.  French.  $40  per  ton  for  hay,  which  they  said  was  the  r^ular 
price. 

Mr.  Haugen.  Was  that  the  ordinary  price? 

Mr.  French.  What  do  you  mean  by  the  ordinary  price — the  selling 
price  at  Chicago  ? 

Mr.  Haugen.  I  mean  the  regular  price  charged  by  the  stock  yards 
company? 

Mr.  French.  The  stockyards  company  charged  $40  per  ton  for  hay. 

I  would  like  to  have  Mr.  Spaim  heard,  as  he  desires  to  leave  to-day. 
I  will  be  here  for  two  or  three  days  and  can  have  another  opportunity 
later.    I  want  this  record  cleared  up,  and  I  do  not  want  any  misun- 
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derstanding  of  it  in  any  way.  I  want  the  matter  made  perfectlj 
clear  if  it  can  be  done,  and  if  anything  has  been  overlooked  I  hope  it 
will  be  brought  out  in  the  course  of  the  hearings. 

The  Chairman.  In  view  of  that  statement,  I  think  we  had  better 
hear  Mr.  Spann  now,  as  he  desires  to  leave. 

STATEMENT  OF  MB.  W.  B.  SPANN,  OF  SHELBTVIILE,  KT. 

Mr.  Spann.  Mr.  Chairman  and  gentlemen,  I  will  not  take  up  much 
of  your  time  with  this  discussion.  I  am  not  going  to  maJke  any 
charges  against  anybody,  but  I  am  going  to  give  you  a  plain  state- 
ment of  tne  facts  there  as  I  know  them. 

Mr.  Reilly.  What  is  your  business  1 

Mr.  Spann.  I  am  a  farmer. 

Mr.  Reilly.  Have  you  any  relation  to  this  association  i  Are  you 
an  officer  of  it? 

Mr.  Spann.  I  was  an  exhibitor  of  some  cattle  at  Chicago.  Gen- 
tlemen, I  come  to  give  you  a  statement  of  the  facts  which  no  one  I 
think  will  ffainsay  nere  or  anywhere  else.  I  will  state,  first,  why  I 
think  the  United  States  Government  should  pay  us  for  oxu*  expenses 
incurred  in  connection  with  this  cattle  show.  It  is  now  generally 
known  that  the  foot-and-mouth  disease  developed  first  at  Nilea, 
Mich.,  and  it  is  known,  and  not  contradicted,  that  the  Government 
experts  went  there  or  were  sent  some  serum  and  they  pronounced  the 
disease  stomatitis.  Some  one  has  asked  whether  the  Government 
knew  of  this  disease  at  Niles,  Mich.,  and  my  answer  is  that  if  they 
did  not  know  it  was  foot-and-mouth  disease,  they  should  have 
known  it.  They  had  every  reason  to  know  it  and  every  opportunity 
to  know  it. 

Mr.  Anderson.  How  long  do  you  think  the  Government  would 
last  if  it  were  called  upon  to  pay  every  time  an  officer  of  the  Govern- 
ment makes  an  error  ? 

Mr.  Spann.  I  suppose  it  would  last  as  long  as  it  has  lasted. 

We  went  to  Chicago  with  our  cattle,  arriving  there  some  time 
about  the  21st  to  the  23d  of  October.  We  had  no  information  what- 
ever of  the  disease  being  over  the  coimtry  until  after  we  arrived 
there.  I  personally  certainly  did  not  know  it,  but  after  I  arrived 
there  I  heard  that  the  disease  was  in  Michigan.  I  noticed  it  then, 
as  every  one  else  noticed  it  when  going  into  the  bam — all  of  these 
cattle  were  in  one  large  barn,  and  there  were  719  head  of  them — as 
I  say,  everybody  noticed,  when  going  into  the  barn  where  these  cattle 
were,  a  mat  of  shavings  filled  with  disinfectant.  I  wondered  myself 
at  the  time  what  that  was  for.  Now  those  shavings  filled  with  disin- 
fectant were  put  there  the  day  after  the  show  started.  Whv  were 
they  put  there  ?  They  were  jput  there  by  the  instructions  and  direc- 
tions of  Dr.  Bennett,  the  (jovernment  veterinarian  in  charge  at 
Chicago.  Why  did- he  have  them  put  there?  It  was  because  he 
knew  there  was  foot-and-mouth  disease  there  in  Niles,  Mich.,  and 
that  it  had  probably  been  scattered  throughout  the  entire  country. 
He  was  discussing  that  with  Mr.  Skinner  and  said  that  he  did  not 
think  there  was  any  danger,  but  was  just  taking  that  precaution. 

Mr.  Reilly.  Who  was  Mr.  Skinner? 

Mr.  Spann.  The  secretary  of  the  National  Dairy  Show  at  Chicago, 
Mr.  Skinner  talked  with  Mr.  Bennett  that  day,  and  had  talked  with 
him  two  days  before  in  reference  to  foot-and-mouth  disease^  and 
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asked  him  if  he  did  not  think  it  would  be  better  to  call  it  off,  and 
he  said,  '^No,  I  do  not  think  there  is  any  danger." 

Mr.  McLaughlin.  Did  Mr.  Skinner  have  any  authority  to  caD 
it  off  then? 

Mr.  Spann.  I  do  not  know.  The  cattle  were  there,  and  we  knew 
nothing  about  the  existence  of  foot-and-mouth  disease  until  the 
29th  of  October.  I  remember  particularly  that  on  Thursday  I 
talked  with  Mr.  Skinner  about  it.  I  ha;l  a  sale  of  cattle  at  my 
home  on  the  4  th  of  November,  and  some  of  these  cattle  in  the  exhibi- 
tion were  in  that  sale,  and  I  asked  him  if  it  would  be  possible  to 
Bhip  the  cattle  out  the  next  day.  He  said,  **No,  we  are  going  to 
have  a  meeting  this  evening;  Dr.  Bennett  has  come  to  me  and  says 
that  he  has  a  telegram  from  Dr.  Melvin  suggesting  that  these  catue 
be  quarantined  or  kept  here."  He  did  not  say  ''quarantined," 
but  ne  said  they  were  to  be  kept  here  for  about  a  week  or  ten  dap 
for  observation.  I  said,  "What  is  the  matter''?  He  said,  "Well, 
they  have  found  a  case  lof  foot-and-mouth  disease  and  they  say 
they  will  hold  these  cattle  for  observation."  At  6.30  that  afternoon 
Dr.  Bennett,  the  Government  veterinarian  and  Dr.  Dyson,  the  State 
veterinarian,  attended  the  meeting  of  exhibitors.  Then  Mr.  Skinner 
stated  that  Dr.  Melvin  had  advised  that  the  cattle  be  held  there  for 
a  week  or  ten  days.  Both  Mr.  Hudson  and  myself  asked  Dr.  Bennett 
if  there  was  any  foot-and-mouth  disease  amon^  the  dairy  cattle 
in  that  building  and  whether  there  were  any  suspicious  cases  in  that 
building,  and  ne  said,  '^No,  there  is  no  foot-and-mouth  disease 
in  Chicago  that  we  know  of.''  Then,  I  said,  "Whv  do  vou  want  to 
keep  us  nere  for  a  week  or  ten  days"?  He  said,  '*Tne  foot-and- 
mouth  disease  has  passed  through  the  yards  out  there." 

Mr.  McLaughlin.  Did  vou  learn  when  that  was? 

Mr.  Spann.  It  passed  tnrough  the  yards  on  the  17th  of  October. 
That  is  when  it  passed  through,  but  I  did  not  know  it  then.  I 
learned  that  afterwards.  It  passed  through  then,  and  they  traced 
it  back  to  that  date  when  the  disease  dev^oped  elsewhere. 

Mr.  Anderson.  You  say  the  disease  passed  through  the  yards  on 
flie  17th  of  October? 

Mr.  Spann.  Yes,  sir;  and  they  traced  the  cattle  that  developed  the 
disease. 

Mr.  Anderson.  The  question  I  am  interested  in  at  this  point  is 
when  the  Government  veterinarian  at  Chicago  found  out  that  those 
eattle  had  passed  through? 

Mr.  Spann.  I  do  not  know  anything  about  that. 

Mr.  McLaughlin.  It  developed  later  that  those  steers  had  passed 
through  the  stockyards  on  the  17th  of  October,  and  that  as  a  result 
of  that  the  disease  had  developed  elsewhere;  now,  where  did  it  develop 
and  when  ? 

Mr.  Spann.  I  can  not  tell  you. 

Mr.  McLaughlin.  It  is  a  fact  that  at  the  time  the  cattle  passed 
through  the  stockyards  the  authorities  there  did  not  know  that  they 
were  affected  with  the  foot-and-mouth  disease,  and  they  learned  that 
only  through  the  development  of  the  disease  later,  and  then  by  trac- 
ing the  thmg  back  they  found  that  those  cattle  from  which  the 
disease  originated  had  passed  through  the  stockyards  on  that  date! 

Mr.  Spann.  I  do  not  know  about  that.  They  knew  when  we 
assembled  in  Chicago  that  the  foot-and-mouth  disease  was  in  this 
country.     Now,  what  precaution  did  they  take  about  this  matter? 
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They  took  none  at  all.  I  harv^e  told  you  what  precaution  they  took. 
They  did  not  take  the  precautions  they  takenn  regard  to  the  importa- 
tion of  cattle.  I  have  imported  cattle.  I  sometimes  import  cattle 
from  the  Island  of  Jersey  where  the  foot-and-mouth  disease  has  never 
developed.  The  Island  of  Jersey  is  80  miles  off  the  shore  of  England, 
but  wnenever  there  is  an  outoreak  of  foot-and-mouth  disease  in 
England  or  anywhere  in  the  United  Kingdom,  they  quarantine  us 
for  three  months  from  the  Island  of  Jersey.  Now,  while  they  estab- 
lish that  quarantine,  although  they  knew  that  this  disease  was  at 
Niles,  Mien.,  no  steps  were  taken  toward  a  quarantine.  Not  only 
that,  but  on  the  28th  of  October  they  told  us  when  we  asked  per- 
mission to  take  our  cattle  out  that  there  was  no  disease  there.  We 
wanted  to  get  our  cattle  away  from  the  stockyards,  and  we  begged 
them  to  let  us  take  them  out,  but  they  said,  ^'No,  you  will  stay  right 
here.''  What  did  the  people  in  Kentucky  do?  The  commissioner 
of  agriculture  of  the  State  of  Kentucky  telegraphed  to  Dr.  Melvin 
and  offered  to  put  these  cattle  in  sealed  cars  and  send  them  home 
in  charge  of  a.  veterinarian.  The  cars  were  there  in  Chicago.  They 
were  parked  out  there,  and  the  commissioner  of  agriculture  saidf, 
''I  will  put  them  in  the  cars  and  take  them  to  Kentucky  and  quaran- 
tine them  at  the  State  fair  grounds.''  They  said  in  answer  to  that 
offer,  "No,  they  will  stay  right  where  they  are.'' 

Mr.  Anderson.  Suppose  that  had  been  done  and  the  cattle  had 
been  quarantined  at  your  State  fair  grounds,  would  you  now  be 
claiming  that  the  Federal  Government  ought  to  pay  the  cost  of  that 
quarantine  ? 

Mr.  Spann.  Yes,  sir;  if  they  developed  the  disease.  Let  me  tell 
you  what  they  did:  They  refused  to  allow  us  to  be  about  them,  but 
on  Friday,  Saturday,  Sunday,  Monday,  and  Tuesday  they  allowed 
the  Union  Stock  Yards  to  ship  feeding  cattle  all  over  the  country. 
They  shipped  them  to  Ohio,  Iowa,  and  Si  over  this  coimtry,  and  that 
is  tne  way  the  disease  was  scattered.  While  they  did  that,  they 
would  not  allow  us  to  take  our  animals  home  where  they  would  have 
been  saved.  That  is  why  the  Government  ought  to  pay  us.  They 
took  our  cattle  away  from  us,  and  said,  *^  You  shall  not  leave  here. 
I  sent  a  telegram  to  Dr.  Melvin  about  it.  I  know  he  is  a*  most 
estimable  gentleman,  but  he  is  mistaken  in  this  matter.  I  sent  him 
a  tele^am  and  I  begged  him  to  allow  me  to  take  my  cattle  out.  I 
said,  "'You  will  leave  my  cattle  there  until  they  become  infected," 
and  that  is  just  what  they  did.  There  was  no  aisoase  there  at  that 
time,  but  they  held  them  m  that  building  until  they  became  infected. 
Therefore,  I  say  they  should  pay  us.  If  you  do  not  do  it,  you  destroy 
the  breeding  oi  ffood  cattle  in  this  country — that  is  what  you  would  do. 

There  would  be  no  encomragement  to  poor  men  to  engage  in  this 
business.  It  is  the  poor  man  who  is  oringing  up  the  breeds  of 
cattle  in  this  coimtry.  Very  few  rich  men  are  doing  it,  and  if  they 
do,  they  take  it  up  merely  as  a  side  issue.  Now,  if  you  do  not  give 
these  poor  men  a  return,  they  must  go  out  of  the  business.  Before 
this  thing  came  up  and  before  the  spread  of  this  disease  all  over  this 
country,  I  had  cattle  on  my  farm  worth  $20,000.  I  could  borrow 
$15,000  on  them.  I  needed  some  money  the  other  day,  and  wanted 
to  borrow  it  on  my  cattle,  but  the  bank  would  not  let  me  have  it. 
They  say:  "  Yoxu'  cattle  are  not  an  asset,"  but  if  they  knew  that  the 
Government  would  pay  us  what  these  cattle  are  worth,  we  could 


1360  QUARANTINE  OF  CATTLE. 

borrow  money  on  them  just  as  you  cati  on  cotton.  That  is  why  I 
say  we  ought  to  be  paid  lor  these  cattle.  The  Government  took  the 
cattle  away  from  us.  They  put  us  out  of  the  building,  and  would  not 
seeragate  the  diseased  cattle  from  the  well  cattle.  We  asked  them  to 
taKC  the  well  cattle  out  and  save  them,  but  they  would  not  do  it. 
However,  they  did  not  quarantine  against  men.  As  you  know,  when 
a  man  has  a  lot  of  cattle  affected  with  a  disease,  when  his  neighbors 
learn  of  it,  they  run  down  to  see  it.  Now,  they  did  not  quarantme 
men  from  these  diseased  cattle,  but  they  allowed  them  to  go  m  and 
look  at  them.  Now,  why  did  they  do  that?  It  was  because  they 
wanted  to  kill  them — that  is  the  entire  reason. 

Now,  gentlemen,  it  is  not  justice,  and  I  do  not  believe  that  any  one 
of  these  intelligent  gentlemen  here,  if  they  will  verify  what  I  have 
said — and  there  is  no  question  about  the  facts — there  is  not  one  of  you 
who  would  deny  us  justice  at  the  hands  of  the  Government.  Now, 
some  gentlemen  have  been  talking  about  what  Dr.  Melvin  has  said 
about  the  breeding  value  of  catfle  after  having  this  disease.  He 
speaks  of  some  Duchess  Shorthorns  over  in  England.  I  know  about 
tnat  breed  of  cattle.  They  were  shy  breeders  before  they  had  the 
foot-and-mouth  disease.  This  same  herd  of  Duchess  Shorthorns 
were  rotten  with  tuberculosis,  and  that  was  the  cause  of  shy  breeding 
among  those  cattle. 

Now,  Dr.  Melvin  has  said  that  only  3  per  cent  of  cattle  affected 
with  foot-and-mouth  disease  die,  but  what  the  veterinarians  out  there 
said  was,  '*  Unless  j^ou  let  us  kill  these  cattle,  30  per  cent  of  them  will 
die,  and  the  rest  of  them  wUl  be  of  no  account  for  breeding  purj^oses." 
Now,  what  is  the  record  ?  Out  of  the  719  head  we  cured  every  one  of 
them.  Not  one  of  them  died  from  the  disease,  and  even  the  State 
vetermarian  of  Illinois  who  was  striving  every  minute  in  every  way 
he  could  to  prevent  the  experiment  from  beuig  a  success — even  he 
does  not  say  that  these  cattle  are  not  cured. 

Gentlemen,  they  are  absolutely  well — every  one  of  them.  I  was 
there  last  Tuesday  looking  them  over,  and  I  can  tell  you  that  I  have 
got  cattle  at  home  that  I  thought  perhaps  had  better  get  the  foot-and- 
mouth  disease.  Those  cattle  are  beautiful.  Again,  they  said  that 
these  cattle  would  not  breed,  but  thev  are  being  served  by  the  bulls 
right  there  and  are  breeding  right  along.  Then  they  say  that  the 
ccQves  would  die,  but  some  30  calves  have  been  dropped  there  since 
they  had  the  foot-and-mouth  disease,  and  they  are  as  fine  a  lot  of 
calves  as  you  ever  saw.  They  said  furthermore  that  it  would  destroy 
their  value  for  dairy  purposes,  but  I  know  that  within  10  days  aft^ 
a  cow  had  the  disease  she  was  yielding  70  pounds  of  milk  per  day,  and 
Mr.  French  has  a  cow  that  is  possibly  giving  80  pounds  oi  milk  a  day. 

Mr.  Anderson.  Of  course,  there  were  hundreds  of  farmers,  I  take 
it,  all  over  the  United  States  whose  places  were  quarantined  and  who 
were  prevented  by  Federal  quarantine  from  getting  their  cattle  to 
market,  and  of  course  all  of  those  farmers  would  suffer  some  loss. 
Now,  would  you  differentiate  between  a  farmer  who  might  sustain  a 
loss  of  that  kind  and  a  man  who  suffers  a  loss  like  this  ? 

Mr.  Spann.  I  certainly  do.  I  am  one  of  those  same  farmers,  and 
I  have  sold  cattle  that  are  still  on  my  farm.  I  have  30  or  40  head  of 
cattle  on  my  farm  that  I  sold  on  November  3,  and  I  am  feeding  them 
yet.  ^  • 

Mr.  Andebson.  Are  they  quarantined  1 
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Mr.  Spann.  They  axe  quarantined  from  the  States  they  are  to  go 
into.  Now,  as  I  have  said,  the  Government  took  these  cattle  away 
from  us  when  thev  did  not  have  anydisease,  and  when  the  disease  was 
not  within  a  half  mile  of  them.  We  wanted  to  take  them  away  in 
sealed  cars  in  charge  of  a  veterinarian,  but  they  would  not  allow  us 
to  do  it.     Therefore,  I  claim  that  they  infected  our  cattle. 

Mr.  Hawley.  What  is  yom*  theory  as  to  how  your  cattle  became 
infected  ? 

Mr.  Spann.  From  people  coming  into  that  building  from  the  stock- 
yards. The  first  cow  that  took  the  disease  was  a  Holstein  cow,  and 
it  was  several  days  before  any  other  cow  took  it.  If  they  had 
allowed  us  to  take  the  other  cattle  out  they  would  not  have  had  the 
foot-and-mouth  disease. 

Mr.  Howell.  Who  were  those  persons  who  came  in  there? 

Mr.  Spann.  We  did  not  know. 

Mr.  Hltoson.  There  were  hundreds  of  employees. 

Mr.  Reilly.  How  long  was  it  after  the  show  closed  before  the  first 
cow  had  the  disease  ? 

Mr.  Spann.  I  think  it  was  on  Tuesday,  and  the  show  closed  on 
Thursday  night. 

Mr.  Hawley.  You  say  that  the  disease  was  brought  into  this  bam 
by  people  coming  in  through  the  stockyards  ? 

Mr.  Spann.  Yes,  sir. 

Mr.  Hawley.  What  has  the  Government  done  toward  cleaning  up 
those  stockyards  to  prevent  the  disease  from  being  carried  to  other 
herds  in  other  places  ? 

Mr.  Spann.  I  do  not  know  what  was  done  in  Chicago.  I  do  not  like 
to  make  this  statement  I  am  about  to  make,  because  I  said  in  the 
beginning  that  I  would  not  make  any  charges  against  anybody,  but 
this  is  positively  known  to  be  a  fact.  At  the  Bourbon  stockyards,  at 
Louisville,  Ky.,  26  miles  from  my  home,  they  ordered  them  to  clean 
up  the  yards  after  the  first  outbreak.  Thev  told  them  to  clean  up  the 
stockyards,  and  they  cleaned  them  up.     Now,  what  did  they  do  ? 

To  save  them  the  little  expense  of  destroying  that  trash  and  manure 
from  the  bams  the  United  States  Government  veterinarians,  under 
whose  charge  the  clean-up  was  made,  allowed  them  to  pile  that  manure 
up  into  a  pile  as  big  as  a  big  house,  and  allowed  those  farmers  that 
did  not  have  any  better  sense  to  come  there  and  haul  that  manure 
away  and  scatter  it  all  over  Jefferson  County — and  they  have  had 
an  epidemic  of  foot-and-mouth  disease  in  Jefferson  County  ever  since. 

Gentlemen,  I  do  not  believe  you  can  quarantine  the  farms  the  way 
the  regulations  are  now  enforced.  Here  is  your  source  of  infection 
[indicating];  and  you  quarantine  5  miles  around  that.  Everything 
outside  of  that  5-mile  limit  is  kept  out;  but  everything  inside  can 
move  around  all  right;  vou  have  not  quarantined  5  miles;  you  have 
not  quarantined  5  feet,  because  these  people  with  infected  cattle  can 
come  right  up  to  that  line. 

Dr.  Ramsay.  The  territory  up  to  that  5-mile  limit  is  quarantined, 
but  not  close  Quarantine,  rlease  discriminate  between  one  kind  ol 
quarantine  ana  the  other. 

Mr.  Spann.  You  speak  of  a  close  quarantine;  what  is  your  idea 
of  a  close  quarantine 'il 

Dr.  Ramsay.  Allowing  nothing  at  all  to  move  out. 

Mr.  Spann.  What  is  to  prevent  th^hi  from  moving  out?  That  is 
just  a  statement.    You  can  not  quarantine  them  mat  way.    The 
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only  quarantine  you  can  make  that  will  be  eflfective  is  to  quarantine 
the  farm  where  tne  disease  is,  and  put  your  guards  there  with  shot- 
giins  to  prevent  anything  going  in  or  out.  That  is  the  only  quaran- 
tine that  will  eliminate  foot-and-mouth  disease. 

Mr.  Moss.  You  said  that  the  Government  permitted  this  manure 
to  which  you  referred  to  be  hauled  out  and  distributed;  was  it  the 
United  States  Department  of  Agriculture  or  the  State  of  Kentucky 
that  did  that? 

Mr.  Spann.  The  papers  every  day  stated  that  this  was  a  Govern- 
ment quarantine  and  S.  L.  Bond  was  the  Government  man  in  charge. 

Mr.  Moss.  Your  statement,  then,  is  that  the  United  States  Depart- 
ment of  Agriculture  permitted  that  manure  to  be  taken  out  oi  the 
Bourbon  Stock  Yards  and  scattered  all  over  Jefferson  County? 

Mr.  Spann.  Well,  my  belief  is  that  the  State  officials  were  just  as 
much  to  blame. 

Mr.  Moss.  But,  for  the  benefit  of  the  record,  we  would  like  to 
know  who  it  was  that  permitted  that  to  be  done.  Was  it  the  United 
States  Department  of  Agriculture  or  was  it  the  State  of  Kentucky! 
That  is  wnat  we  would  lu^e  to  know. 

Mr.  Spann.  Well,  every  State  is  under  the  domination  of  the 
United  States  Government  in  this  matter — and  rightly  so — ^because 
the  United  States  Government  says  to  them,  "If  you  do  not  do  this 
thing,  or  that  thing,  we  can  not  pay  your  people  for  their  cattle." 
Under  those  conditions  what  are  the  States  going  to  do  ?  Just  as 
the  Government  teUs  them  to  do.  It  is  just  as  wnen  you  go  to  the 
Union  Stock  Yards  at  Chicago  and  tell  them  to  do  certain  things; 
they  do  just  as  you  say,  whether  you  have  the  authority  or  not. 

Mr.  Moss.  Well,  we  just  want  to  get  the  facts,  so  I  should  like  to 
ask  one  or  two  more  questions  about  this. 

Mr.  Spann.  Go  ahead. 

Mr.  Moss.  Are  we  to  understand  from  you  that  the  quarantine 
measures  taken  at  the  stock  yards  at  Indianapolis  and  the  Bourbon 
Stock  Yards  in  Kentucky  were  taken  under  the  United  States 
authority  and  not  under  the  State  authority  ? 

Mr.  Spann.  They  act  jointly;  and  that  can  be  proved. 

Mr.  Moss.  There  was  a  quarantine  laid  on  the  whole  of  the  Union 
Stock  Yards  at  Chicago;  and  as  long  a&  that  quarantine  was  in  force, 
not  any  cattle  could  be  shipped  out;  is  that  correct? 

Mr.  Spann.  The  papers  said  there  was  a  quarantine  there,  but 
cattle  were  shipped  out  on  Friday  the  30th,  Saturday  the  Slst, 
Mondav  the  1st,  and  Tuesday  the  2d. 

Mr.  Moss.  And  the  stockyards  were  under  quarantine  at  that  time! 

Mr.  Spann.  The  papers  said  so;  I  do  not  Imow. 

Mr.  Moss.  It  is  quite  a  different  question  as  to  what  the  paperi 
stated  and  what  was  the  fact 

Mr.  Spann  (interposing).  That  is  what  I  say.  We  were  quaran- 
tined at  that  time,  and  they  would  not  let  us  out  of  there. 

Mr.  Moss.  I  am  not  disputing  that  statement,  but  the  point  1 
want  to  make  is  this:  The  broad  statement  has  been  made  tnat  tihe 
Union  Stock  Yards  could  ship  cattle  out  at  that  time,  but  that  the 
farmers  could  not  do  so.  Wnat  I  want  to  obtain  for  the  record  ia 
this:  Is  it  a  fact  that  there  was  a  quarantine  laid  upon  the  Chicago 
stockyards,  and  yet  while  that  quarantine  was  in  effect  they  per- 
mitted cattle  to  go  out  of  the'stockyards  to  be  shipped  in  interstate 
conmierce  ? 


QUABANTINE   OP  CATTLE.  1363 

Mr.  Spann.  You  want  to  know  if  the  farmer  could  not  do  what 
the  stockyards  were  doing,  and  I  say  that  is  the  fact;  the  stockyards 
shipped  out  on  Friday,  Saturday,  Monday  and  Tuesday,  and  yet  we 
could  not  do  so. 

.  Mr.  Moss.  But  what  I  want  to  know  is  were  the  stockyards  under 
quarantine  at  that  time  ? 

Mr.  Spann.  The  papers  said  so. 

Mr.  Helgesen.  if  they  were  quarantined,  why  were  they  nol 
quarantined  by  the  same  people  ? 

Mr.  Spann.  I  know  that  they  were  shipped  out  of  the  stockyards 
and  we  could  not  ship. 

Mr.  Lesher.  They  could  not  ship  them  out  for  anything  except 
immediate  slaughter. 

Mr.  Spann.  Yes;  they  were  shipping  cattle.  There  was  a  farmer 
who  shipped  on  Wednesday,  and  on  Friday  and  Saturday  they  all 
broke  out  with  the  disease. 

Mr.  Hawley.  That  is,  the  farmer's  cattle,  do  you  mean  ? 

Mr.  Spann.  No;  but  he  knew  of  it  of  his  own  personal  knowledge. 

Now,  about  Chicago,  something  was  said  about  whether  we  agreed 
to  paj  the  expenses  of  moving  cattle  out  from  Chicago  and  whether 
we  did  it  of  our  own  volition.  We  moved  them  because  we  were 
trying  to  save  the  cattle,  and  that  was  one  of  the  means  insisted  on 
bv  them  for  the  saving  of  the  cattle.  The  cattle  were  infected  from 
about  the  2d  or  3d  of  iNovember  until  the  12th  of  December,  when  the 
last  of  them  got  well.  We  cured  them  all;  they  were  in  fine  condition- 
We  told  the  Government  officers  that  we  wanted  to  save  those  cattle, 
and  that  we  would  do  anything  they  said;  that  we  did  not  want  them 
to  be  carriers  of  this  disease. 

Now,  Dr.  Melvin,  who  gets  his  data  from  Germany,  I  believe,  says 
that  in  1872,  I  think  it  was,  some  bull  had  the  disease  somewhere  m 
Europe,  and  that  seven  or  eight  months  afterwards  cattle  that  had 
been  in  contact  with  the  bull  developed  the  disease.  But  that  was 
over  in  a  country  where  they  have  foot-and-mouth  disease  and  every- 
thing else,  and  it  can  not  have  come  from  that  bull. 

Tney  have  never  shown  a  case  yet  where  cattle  have  been  treated 
as  ours  have  been  treated  that  had  the  disease.  From  the  12th  of 
December  until  the  9th  of  January  we  kept  them  there.  We  have 
this  Hawthorne  race  track  for  them.  And  we  said  to  the  officials, 
"Gentlemen,  we  are  ready  to  do  anything  further  that  you  suggest. 
We  think  it  is  a  good  plan  to  move  these  cattle  from  the  original 
source  of  infection/^  We  were  permitted  by  the  Government  to  do 
that.  We  had  not  only  to  get  permission  of  the  Government,  but  we 
had  to  get  permission  of  the  State  of  Illinois;  and  we  moved  those 
cattle  to  Hawthorne  under  the  supervision  of  the  State  veterinarian 
at  Chicago.    And  this  was  the  moaus  operandi: 

We  scraped  their  horns  and  hoofs,  and  led  them  into  a  long  vat 
shaped  somewhat  like  this  table,  filled  with  disinfectants  over  the 
fetlocks  of  the  cattle — I  do  not  know  that  all  of  you  know  what  fet- 
locks are,  but  it  means  up  above  the  ankles.  And  then  we  put  men 
dressed  in  rubber  clothes  in  those  vats,  and  they  took  brushes  and 
scrubbed  those  cattle  all  over  their  heads  and  horns,  inside  their 
mouths,  and  all  over,  including  their  tails;  and  then  thev  led  the  cattle 
into  a  steaming  hot  room,  where  they  were  rubbed  by  other  men 
similarly  protected;  and  then  they  were  put  into  those  disinfected 
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cars  and  taken  out  to  Hawthorne  race  track.  They  have  been  there 
ever  since.  They  are  in  perfect  condition.  They  have  dropped  30 
calves,  and  only  some  75  per  cent  of  the  cattle  lost  them. 

We  notified  the  Government  some  time  ago  that  the  cattle  were 
well  and  that  we  were  ready  for  any  further  experiments.  The 
suggestion  was  made  by  them  that  after  these  cattle  were  well,  we 
introduce  beef  cattle,  or  common  cattle,  among  them,  and  see  if 
these  cattle  would  infect  those  other  cattle,  which  we  agreed  to. 
They  did  not  say  that  they  would  pay  the  expenses  or  that  we 
would  pay;  but  as  a  matter  of  fact,  we  paid. 

Now  those  Government  veterinarians  after  saying  to  us,  ''This 
is  the  most  infectious  disease  in  the  world;  diseased  cattle  wul  carry 
the  disease  to  such  an  extent  that  if  there  is  one  infected  cow  in  a 
herd  of  700  animals  it  wall  infect  the  whole  herd'* — after  saying  that, 
we  asked  them,  *'How  much  do  you  want?"  They  said,  ^*400 
head, ''  although  one  cow  would  carry  the  disease.  We  argued  with 
them  and  finally  we  got  them  to  agree  to  take  50  head. 

So  we  brought  the  50  head  of  cattle  in.  These  cattle  stood  in 
rows  all  along  the  building.  We  brought  these  cattle  in;  and  I  had 
17  head  among  them;  and  they  allowed  me  two  head  for  those  17. 

The  next  day  I  had  them  put  in  the  same  box  mth  the  common 
cattle  and  fed  out  of  the  same  trough,  and  I  took  the  saliva  out  of 
our  cattlc^s  mouths  and  put  it  into  the  mouths  of  these  other  cattle 
to  try  to  give  them  the  disease.  And  then  we  said  to  the  Gov- 
ernment men,  **We  will  do  anything  further  you  want.  We  do  not 
want  these  cattle  if  they  will  transmit  the  disease."  And  aft^r  that 
they  are  going  to  take  the  blood  from  our  cattle  and  inject  it  into 
these  others. 

Mr.  Hawley.  How  long  have  your  cattle  been  with  those  others  i 

Mr.  Spann.  About  a  week  now.  When  those  cattle  were  brought 
there  we  kept  them  separate  from  the  others  for  a  week  or  ten  days. 

Mr.  Hawley.  I  would  like  to  inquire  about  a  statement  you  made 
a  while  ago.  I  understood  you  to  say  that  on  a  certain  date  you  w«« 
ousted  from  the  possession  of  your  cattle  by  the  Government  author- 
ities ? 

Mr.  Spann.  Yes. 

Mr.  Hawley.  The  owners  ? 

Mr.  Spann.  Yes. 

Mr.  Hawley.  And  your  attendants  ? 

Mr.  Spann.  No;  they  kept  those  inside  who  were  inside;  those  who 
were  outside  they  would  not  let  in. 

Mr.  Hawley.  What  time  did  they  take  possession  of  the  cattle  and 
what    time  did  they  return  them  ? 

Mr.  Spann.  On  the  day  they  said  that  we  could  not  have  them  and 
said  they  could  not  stay  there;  but  they  actually  locked  the  bams  on 
the  30th. 

Mr.  Lesher.  They  allowed  you  to  remove  them  January  9? 

Mr.  Spann.  Thoy  removed  tnem;  the  State  of  Illinois  and  the  Gov- 
ernment jointly  took  them-  and  we  washed  them  and  treated  them 
and  moved  them  to  Hawthorn,  and  they  are  there  now.  When  I 
went  into  their  stables  I  took  off  my  outer  clothes  and  put  rubber 
clothes  on. 

Mr.  Hawley.  How  long  were  the  owners  ousted  of  the  possession  f 

Mr.  Spann.  Right  up  to  this  present  time. 
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Mr.  Hawley.  I  mean  so  that  you  could  not  go  back  and  look  at 
them? 

Mr.  Spann.  Up  to  the  tune  Dr.  Houston  issued  permission. 

Mr.  Hawley.  Does  that  cover  the  period  that  the  animals  were 
sick? 

Mr.  Spann.  No;  we  were  allowed  to  go  in  when  they  were  sick, 
but  we  could  not  say  a  word  about  their  handling;  I  could  not  treat  a 
cow. 

Mr.  Hawley.  You  would  go  in  just  as  a  visitor,  would  you  ? 

Mr.  Spann.  I  can  not  treat  a  cow  for  ringworm;  I  can  not  give  it 
a  dose  of  iodine. 

Mr.  Anderson.  What  do  you  understand  to  be  the  period  of 
incubation  ? 

Mr.  Moss.  Mr.  Chairman,  I  seriously  object  to  the  closing  of  this 
record  at  this  time.  This  question  is  quite  important;  and  these 
people  who  have  appeared  here  ought  to  be  able  to  bring  in  facta 
before  the  committee;  and  I  object  to  the  hearing  being  con- 
cluded until  the  Bureau  of  Animal  Industrv  representatives  come 
before  this  committee  and  we  hear  both  sides  of  this  question.  I 
shall  very  seriously  object  to  the  closing  of  the  record  now;  and  I 
would  like  for  them  to  appear  if  there  is  to  be  any  washing  of  dirty 
linen. 

Mr.  Lesheb.  I  would  like  to  say  that  these  gentlemen  in  carrying 
on  these  experiments  have  been  performing  a  great  service  for  the 
Government,  and  I  think  the  Government  owes  them  some  money 
for  their  expenses  and  losses  in  showing  that  they  can  take  care  of  and 
save  these  cattle  without  slaughtering  them  to  eradicate  the  disease. 

Mr.  Spann.  That  is  the  position  we  have  taken.  The  veterina- 
rians have  been  opposing  us  every  day.  It  is  worth  what  it  costs.  I 
do  not  favor  quarantine  and  saving  cattle  on  the  farm,  because  it  is 
impracticable.  But  we  have  these  cattle  all  in  one  building;  and  it  is 
an  exceptional  opportunity,  which  the  Government  ought  to  be  able 
to  grasp,  to  carry  on  the  experiment;  and  we  ought  to  nave  the  pro- 
tection of  the  Government  so  as  to  free  us  from  this  burden.  It  has 
I  een  a  heavy  load  for  us.  I  myself  have  been  compelled  to  borrow 
money,  and  sometimes  have  had  to  help  out  some  of  the  other  owners 
to  carry  the  cattle  along. 

Mr.  Moss.  I  am  sure  everybody  will  sympathize  with  the  misfor- 
tunes of  yourself  and  associates. 

Mr.  Spann.  And  I  ask  you  if  my  statement  is  correct,  do  you  not 
see  that  we  deserve  payment  from  the  Government,  which  took  our 
cattle  and  would  not  let  us  have  them  ? 

Mr.  Moss.  I  will  not  express  any  opinion;  but  I  will  ask  you  thi3 
question :  Is  it  not  a  fact  that  thousands  of  people  have  lost  money 
on  account  of  foot-and-mouth  disease,  on  account  of  indirect 
damages  ? 

Mr.  Spann.  I  have  also  suflFered  indirect  damages;  but  I  do  not 
ask  pay  for  that.  This  is  not  a  case  of  indirect  damages;  it  is 
absolutely  direct  damages*  because  the  Government  took  the  cattle 
away  from  us.    That  is  all  we  ask. 

Mr.  Moss.  Since  you  bring  up  the  question,  I  may  say  that  I  know 
of  a  county  in  my  district  that  has  not  had  a  single  case  of  foot-and- 
mouth  disease;  and  yet  it  has  been  under  quarantme,  part  of  the  time 
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absolutely  and   part  of  the  time  for  immediate  slaughter.    Now  J 
there  is  a  case  not  only  of  great  inconvenience  but  of  absolute  loss. 

Mr.  Spann.  We  are  m  the  same  fix  right  in  our  own  county;  and 
we  are  willing  to  stand  that.  But  the  gentlemen  took  those  cattle 
away  from  us,  and  they  ought  to  pay  for  them. 

l^fr.  Heloesen.  Is  it  not  the  fact  that  if  the  Government  had 
killed  the  cattle  they  would  have  paid  for  them,  and  it  would  have 
cost  the  Government  more? 

Mr.  Spann.  Do  you  mean  to  say  that  the  Government  can  take 
my  cattle  worth  $500  and  pay  me  $75  for  them  and  kill  them  ?  Whj 
did  we  not  try  to  get  out  an  injunction  ?  They  came  to  us  on  their 
knees  at  that  time,  and  said,  '*  Do  not  get  out  an  injunction,  because 
you  would  cause  us  trouble  by  doing  that'*;  and  they  said,  **AD 
you  will  have  to  do  is  to  go  to  Washington.' '  And  they  can  not  kill 
our  cattle  without  paying  lor  them.     Mr.  Moss  as  a  lawyer  knows  that. 

Mr.  Moss.  If  your  information  about  the  foot-and-mouth  disease 
is  not  any  more  accurate  than  my  information  about  my  profession, 
I  am  sure  it  is  not  worth  much.     [Laughter.] 

Mr.  Spann.  My  information  about  foot-and-mouth  disease  is 
worth  more  than  the  Government  bulletins,  because  I  have  had  the 
practical  experience  and  know  about  it,  and  they  do  not.  Those 
43  Guernseys  from  the  island  of  Guernsey  were  infected  on  the  ship; 
they  were  brought  here  and  quarantined.  They  all  got  well;  they 
were  sold  at  pubhc  auction,  and  went  all  over  this  country;  and  they 
did  not  carry  a  smgle  disease  to  any  cow;  and  they  are  the  progenitors 
of  the  greatest  cow  in  the  country  to-day. 

Mr.  Moss.  I  did  not  mean  any  offense.  You  spoke  on  one  subject 
which  you  knew  about,  and  then  on  another  that  you  did  not  know 
anything  about.     [Laughter.] 

Mr.  Spann.  All  right.     Gentlemen,  I  thank  you  all. 

Mr.  Hudson.  Mr.  Chairman,  I  should  Uke  a  minute  to  teU  the 
oonmiittoe  about  an  experience  some  one  had  at  the  Bureau  of  Animal 
Industry  only  a  few  weeks  ago.  A  gentleman  was  attending  there, 
and  Dr.  Melvin  was  present;  and  he  called  somebody  up  on  uie  tele- 

f)hone  and  said,  "Don^t  you  think  we  had  better  sencl  an  inspector  to 
ook  after  that  case  of  foot-and-mouth  disease  reported  last  Thurs- 
day ?*'  This  was  Monday,  and  they  had  not  sent  an  inspector 
there;  and  Dr.  Melvin  knew  it.  That  shows  the  carelessness  of  that 
department. 

STATEMENT  OF  MB.  E.  T.  OILL,  OF  EADDOITFIELD,  N.  J. 

« 

The  Chairman.  Mr.  GUI,  we  will  ask  you  to  make  your  statement 
as  brief  as  you  can. 

Mr.  Gill.  Yes,  sir.  Much  that  I  might  say  has  been  said  already; 
and  what  I  will  say  will  probably  only  indorse  what  has  been  said 
before.  I  am  a  member  of  the  executive  committee  of  the  American 
Guernsey  Cattle  Club. 

Mr.  liAWLEY.  Were  you  exhibiting  at  Chicago? 

Mr.  Gill.  I  was  not  exhibiting  at  Chicago;  but  I  was  there.  I 
saw  these  shavings  that  were  disinfected;  and  I  also  know  that  the 
Guernsey  breeders  in  our  association  had  no  notification  whatever  of 
any  foot-and-mouth  disease  in  the  stockyards  or  at  Chicago. 
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I  think  it  was  on  Thursday  of  the  week  of  the  exhibit  that  a  rumor 
went  around  that  thev  had  foot-and-mouth  disease  in  the  stockyards; 
I  can  not  tell  where  I  heard  it.  But  it  was  sufficiently  impressive  to 
cause  me  to  decline  an  invitation  to  look  at  a  lot  of  horses  in  the 
stockyards  that  were  to  be  shipped  to  England;  and  when  I  went 
home  I  quarantined  my  own  stables.  Now,  as  to  anything  more 
regarding  the  stockyards 

Mr.  ILiWLEY  (interposing).  You  quarantined  your  own  stables 
where — in  Maryland  ? 

Mr.  Gill.  In  New  Jersev. 

Mr.  Hawley.  In  New  Jersey? 

Mr.  Gill.  Yes;  because  I  am  impressed  with  the  danger  of  this 
disease,  having  known  something  oi  it  in  Europe. 

Now  I  feel,  as  the  gentleman  who  spoke  this  morning  has  so  well 
expressed,  that  these  men  should'  be  compensated  for  their  cattle. 
They  have  performed  a  great  experiment.  Whether  it  will  pan  out 
all  right  I  ao  not  know.  Personally,  I  am  on  the  fence.  I  am  "in 
the  soup''  mjself  and  do  not  know  what  to  do.  I  have  over  100  head 
of  cattle  which  are  infected  right  now,  so  of  course  I  am  interested. 

But  whatever  you  do  in  the  fight  against  the  foot-and-mouth  dis- 
ease must  be  done  quickly,  and  you  must  realize  the  great  importance 
to  every  citizen  of  the  United  States  of  putting  down  this  disease. 
If  it  is  not  eradicated  in  this  country  within  six  months  the  Lord  help 
you.  You — and  by  that  I  mean  not  the  breeder,  but  you  people  who 
eat  meat  and  you  people  who  drink  milk  and  eat  butter — are  tne  ones 
to  whom  this  is  a  vital  question.  The  cost  of  living  will  go  up  if  this 
disease  is  not  eradicated  immediately,  as  is  known  m  Europe.  They 
can  not  eradicate  the  disease  there;  it  has  obtained  too  good  a  foot- 
hold. The  expense  in  some  of  the  European  countries  is  as  high  as- 
$20 — ^it  ranges  from  $7.60  to  $20  each  year — on  every  animal  in  the 
coimtry,  simply  to  keep  in  subjection  the  foot-and-mouth  disease,. 
There  is  an  expense  which  in  this  countiy  to-day  would  be  about  $1 
a  head.     I  do  not  know  how  many  million  cattle  we  have  here. 

Mr.  Hudson.  About  60,000,000. 

Mr.  Gill.  Then  if  this  country  to-day  should  spend  $60,000,000, 
which  is  $1  a  head  for  the  cattle  in  the  country,  it  would  be  as  eco- 
nomical a  proposition  as  has  ever  been  undertaken  by  the  Congress 
at  Washington. 

Now,  the  question  of  valuation  does  not  seem  to  be  imderstood  by 
the  general  citizen.  The  value  of  the  cow  or  steer  is  the  meat;  he 
thinks  of  that  or  the  amount  of  milk  the  cow  will  produce  as  the  basis 
of  value.  But  that  is  not  the  only  value  of  an  animal.  The  great 
value  of  an  animal — of  a  high-type,  pure-bred  animal — ^is  derived  from 
generations  of  the  same  characteristics,  with  the  power  to  reproduce, 
file  power  of  prepotency;  that  is  what  makes  a  cow  valuable.  When 
you  CO  to  Mr.  Hudson  or  some  other  breeder  and  give  him  $1,000  for 
a  litUe  bull  calf,  what  is  the  value  of  that  calf,  and  how  much  interest 
does  it  represent?  Perhaps  this  is  all  known  to  you;  but  I  simply 
want  to  impress  upon  you  the  facts,  because  I  am  ''in  the  soup. ' 
and  I  want  to  say  that  the  breeders  of  America  pay  the  biU.  I  ao 
not  know  that  I  personally  will  pay,  because  any  laws  that  miffht 
hereafter  be  passed  by  the  Government,  or  by  our  State,  will  prooa- 
bly  be  too  late  for  me,  because  I  expect  to  kill  all  my  animals. 
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I  suppose  you  all  know  now  how  dangerous  and  infectious  this  disease 
is  as  a  quarantine  proposition.  I  quarantined  my  stables.  Suppose 
the  Government  snould  put  a  notice  on  every  farm,  every  st-able, 
in  big  letters,  ''Quarantined."  I  put  three  notices  up  on  my  place; 
and  yet  an  official  came  right  on  my  farm;  and  yet  he  nad  no  author- 
ity. He  entered  the  farm  gate  and  passed  the  office  and  never 
stopped  or  looked.  He  put  his  hand  on  the  door  and  entered  the 
staole,  and  there  was  another  notice — well,  that  is  not  exactly  a 
matter  for  you;  it  only  shows  the  great  necessity  of  quarantine — and 
sometimes  the  most  dangerous  people  that  visit  a  stable  are  the. 
officials  who  go  around  looking  for  trouble  and  inspecting — ^unless 
they  are  very  careful  men. 

Now,  I  think  that  one  of  the  most  dangerous  sources  of  infection  of 
cattle  of  all  breeds — and  this  means  every  cloven-footed  animal;  you 
will  lose  your  goats  and  your  sheep  ancl  your  pigs;  I  have  got  pigs 
with  it — IS  the  fact  that  the  beef  cattle  are  allowed  to  be  transported 
over  the  country  for  immediate  slaughter.  ''Inmoiediate  slaughter'* 
means  very  Httle  as  a  matter  of  fact.  I  know  of  one  instance  in  New 
Jersey  where  a  carload  of  beef  cattle  were  being  shipped  in  the  south- 
em  part  of  the  State;  and  there  was  a  fine  Hoktem  buU  in  the  car; 
and  a  farmer  offered  the  shipper  a  Uttle  more  for  the  bull  than  it  was 
worth  for  beef,  because  it  was  such  a  fine  buU;  and  the  man  sold  it  to 
the  farmer — and  I  think  that  was  our  first  experience  of  foot-and- 
mouth  disease  in  New  Jersey. 

Mr.  Hawley.  Do  you  mean  that  the  bull  had  foot-and-mouth 
disease  ? 

Mr.  Gill.  He  developed  the  disease.  I  know  of  another  case  where 
a  cow  and  a  heifer  were  going  down  a  road.  A  bull  came  out  of  a 
stable  alongside  the  road  and  went  up  to  them;  and  the  cows  had  not 
been  condemned;  no  one  knew  that  they  had  foot-and-mouth  dis- 
ease. And  yet  before  long  they  had  to  destroy,  that  entire  herd. 
That  shows  now  easy  it  is  to  convey  the  disease.  I  have  had  my 
men  take  every  precaution,  wearing  rubber  overshoes,  and  so  on,  and 
yet  the  cattle  got  it  from  them. 

Mr.  Moss.  Those  characteristics  of  the  disease  that  you  have  just 
been  mentioning,  which  I  am  sorry  to  say  I  believe  to  be  true,  as  to 
the  ease  with  which  it  is  transmitted,  /o  a  very  long  way  toward 
justifying  the  Government  in  maintaining  a  quarantine  around 
mfected  centers,  do  they  not? 

Mr.  Gill.  Oh,  I  believe  in  that. 

Mr.  Hudson.  How  about  shipments  of  hay  between  various  States 
all  over  the  country  ? 

Mr.  Gill.  Yes,  and  feed  bags. 

Mr.  Hudson.  Anything. 

Mr.  Gill.  Those  things  are  allowed  to  go  backward  and  forward 
to  and  from  the  farmer;  that  is  one  of  the  ways  the  disease  is  trans- 
mitted. 

Mr.  Helqesen.  But  the  same  conditions  which  you  have  described 
would  make  it  absolutely  unjustifiable  for  the  Government  to  quar- 
antine against  shipments  of  cattle  out  of  a  yard,  where  the  yard  is 
open  so  that  the  cattle  can  come  in  contact  with  everything  that 
comes  and  goes,  would  thev  not  ? 

Mr.  Gill.  Yes;  if  the  wnole  thing  is  not  shut  up  the  quarantine  is 
no  good.     I  will  not  have  any  more  cattle  until  ifeel  that  the  Gov- 
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eminent  is  taking  more  precautions  and  putting  more  money  into  the 
fight.  If  you  do  not  pay  the  breeders  of  pure-bred  cattle  in  the 
same  proportion  as  you  pay  the  man  with  the  common  cows — the 
"57  varieties"  of  cows — ^you  are  not  doing  your  duty.  A  man  with 
a  common  cow  gets  $50  when  it  is  killed;  a  man  with  a  pure-bred 
cow  gets  $50,  and  in  some  of  the  States,  as  in  my  own,  he  gets  $75 — 
for  a  cow  worth  thousands  of  dollars;  and  of  course  he  is  at  a  dead 
loss.  You  discourage  the  man  who  is  breeding  pure-bred  animals 
and  advance  the  interests  of  those  owning  inferior  animals — ^not  only 
cows  but  all  cloven-foot  animals.  You  discourage  the  breeder  of 
pure-bred  animals  by  paying  him  nothing,  and  yet  you  expect  to 
condemn  his  cattle  and  to  kill  them,  not  for  his  own  benefit  alone  but 
for  the  benefit  of  the  State;  and  not  for  the  breeders  of  the  State 
alone  but  for  the  benefit  of  every  citizen  of  the  State.  And  that  is 
what  I  want  to  see — the  proper  compensation  paid  to  the  breeders  of 
pure-bred  animals. 

(Thereupon,  at  12.35  p.  m.,  the  committee  went  into  executive 
session,  after  which  it  adjoiuned  imtil  to-morrow,  Friday,  February 
26,  1915,  at  10  o'clock  a.  m.) 


Committee  on  Agricjjlture, 

House  of*  Representatives, 

Friday,  Fehruary  26, 1915. 

The  committee  met  at  10  o'clock  a.  m.,  Hon.  A.  F.  Lever  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  come  to  order.  Col.  French, 
Mr.  Moss  desires  to  ask  you  a  few  more  questions,  if  you  will  take  the 
stand  for  a  few  moments. 

STATEMENT  OF  BQt.  0.  WATSON  FBENCH— Continned. 

Mr.  Moss.  Col.  French,  I  want  to  ask  you  a  few  questions  in  order 
to  clear  up  our  own  understanding  about  this  matter.  Now,  there 
was  a  committee  that  came  over  to  Washington  representing  the 
owners  of  the  cattle,  was  there  not,  to  make  their  complaint  to  Sec- 
retary Houston? 

Mr.  French.  Yes,  sir. 

Mr.  Moss.  Were  you  a  member  of  that  committee  ? 

Mr.  French.  Yes,  sir;  I  was. 

Mr.  Moss.  How  many  members  were  there  of  that  committee  t 

Mr.  French.  There  were  six  or  eight  members. 

Mr.  Moss.  Was  this  a  self-appointed  committee,  or  did  it  come 
here  with  the  consent  of  the  owners  of  the  cattle  ? 

Mr.  French.  It  came  over  with  the  consent  of  the  owners'  asso- 
ciation, hut  whether  all  of  the  owners  agreed  to  it  or  not  I  am  unable 
to  state. 

Mr.  Moss.  So  they  were  really  representing  the  association  at  that 
time? 

Mr.  French.  Yes,  sir. 

Mr.  Moss.  Did  you  then  have  a  consultation  with  Secretary 
Houston  ? 

Mr.  French.  Yes,  sir. 
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Mr.  Moss.  Did  you  have  a  consultation  with  Dr.  Melvin? 

Mr.  P'rekch.  Yes,  sir. 

Mr.  Moss.  Now,  was  there  any  other  person  present  when  you  con- 
sulted with  Dr.  Melvin  ? 

Mr.  French.  Yes,  sir. 

Mr.  Moss.  Who  eke  was  there? 

Mr.  French.  There  were  six  or  eight  members  of  our  conmiittee, 
Dr.  Mohler,  and  possibly  some  other  veterinarians  connected  with 
the  deoartment. 

Mr.  Moss.  Now,  at  this  consultation  you  had  with  Dr.  Melvin,  Dr. 
Mohler  being  present,  was  there  any  proposal  made  or  any  discussion 
had  as  to  the  expense  connected  with  the  treatment  of  these  catde 
and  who  was  to  bear  it? 

Mr.  French.  Not  that  I  can  recall. 

Mr.  Moss.  You  do  not  recall  that  there  was  any  statement  made  on 
behalf  of  your  conmiittee  to  the  Government  to  the  effect  that  if  the 
Government  would  permit  these  cattle  to  be  moved  to  a  new  loci^ 
tion  the  owners  would  bear  the  expense  of  treating  them  ? 

Mr.  French.  Not  that  I  recall;  but  I  will  say,  however,  that  if 
the  Government  had  insisted  upon  that  we  woula  have  agreed  to  it. 
We  were  in  a  position  where  we  would  have  been  obliged  to  agree  to 
anything  that  the  Government  insisted  upon  in  order  to  save  our 
cattle. 

Mr.  Moss.  I  was  not  particularly  interested  as  to  the  conditions  to 
which  you  would  agree,  but  I  am  mterested  in  knowing  what  under- 
standing was  reached  at  that  time.  Now,  you  have  no  recollection 
of  having  reached  that  understanding  with  the  Government? 

Mr.  French.  No,  sir. 

Mr.  Moss.  Now,  this  dairy  show  was  for  exhibition  purposes? 

Mr.  French.  Yes,  sir. 

Mr.  Moss.  Was  there  also  the  purpose  of  selling  some  of  the 
cattle  ? 

Mr.  French  At  all  dairy  shows  the  owners  hope,  in  addition  to 
securing  premiums,  that  they  can  induce  more  or  less  sales. 

Mr.  Moss.  There  was  to  be  a  public  sale  connected  with  the  show, 
•was  there  not? 

Mr.  French.  I  believe  there  was,  though  I  was  not  interested  m 
that. 

Mr.  Moss.  As  a  matter  of  fact,  was  there  not  a  sale  held? 

Mr.  French.  There  was. 

Mr.  Moss.  What  class  of  cattle  was  offered  at  that  sale? 

Mr.  French.  My  recollection  is  that  Jerseys  were  offered. 

Mr.  Moss.  Do  you  know  how  many  head  were  sold  ? 

Mr.  French.  No,  sir;  I  do  not. 

Mr.  Moss.  Do  you  know  about  the  average  price  obtained? 

Mr.  French.  No,  sir;  they  were  sent  especially  for  sale  and  not  for 
exhibition. 

Mr.  Moss.  There  was  also  to  be  a  sale  of  Holstein  cattle,  was  there 
not? 

Mr.  French.  I  think  not;  I  was  unaware  of  it. 

Mr.  Moss.  You  do  not  know  whether  there  was  to  be  a  Hobtein 
sale  or  not  ? 

Mr.  French.  I  do  not. 

Mr.  McLaughlin.  You  are  a  Holstein  breeder,  are  you  noti 
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Mr.  French.  Yes,  sir. 

Mr.  Moss.  The  only  purpose  I  had  was  to  get  at  the  average  price 
of  the  cattle  sold.  Now,  there  is  one  other  question  I  want  to  ask: 
' YHien  was  the  show  to  have  closed  regularly  ? 

Mr.  French.  I  believe  it  was  to  have  run  from  the  24th  to  the 
30th,  according  to  the  advertisements,  or  it  may  have  been  to  the 
31st. 

Mr.  Moss.  Do  you  recollect  on  what  date  it  was  that  the  order 
for  the  detention  of  your  cattle  was  issued  ? 

Mr.  French.  I  do  not  know  when  the  order  of  detention  was 
issued  by  the  department,  but  we  were  told  on  Thursday,  the  29th 
of  October,  that  we  could  not  remove  our  cattle. 

Mr.  Moss.  On  the  29th  of  October  ? 

Mr.  French.  Yes,  sir. 

Mr.  Moss.  Did  you  understand  that  your  cattle  were  in  quarantine 
or  that  they  were  being  held  there  for  observation  purposes  after 
the  29th  of  October  ? 

Mr.  French.  We  knew  that  the  cattle  were  not  in  our  possession 
and  that  they  had  been  seized.  They  said  that  they  were  being 
held  for  observation,  but  whether  that  was  true  or  not  we  had  no 
means  of  knowmg. 

Mr.  Moss.  The  statement  I  imderstood  to  be  made  here  was  that 
on  the  28th,  29th,  and  30th,  those  being  the  three  days  you  have 
referred  to,  feeders  were  shipped  out  of  the  stockyards,  wnen  your 
cattle  could  not  go  ? 

Mr.  French.  The  29th,  30th,  31st,  2d,  and  3d. 

Mr.  Moss.  Do  I  understand  you  to  say  that  feeders  were  shipped 
out  of  the  Chicago  stockyards  on  the  2d  and  3d  days  of  Noveniber  ? 

Mr.  French.  Yes,  sir. 

Mr.  Moss.  That  is  what  I  would  Uke  to  know.  Do  you  know  that 
of  yotir  own  personal  knowledge? 

Mr.  French.  That  was  the  statement  of  some  of  the  dairy  show 
owners  who  knew  it  of  their  own  personal  knowledge. 

Mr.  Moss.  But  you  yourself  did  not  investigate  to  know  whether 
it  was  true  or  not? 

Mr.  French.  Yes,  sir;  that  is  true. 

Mr.  Moss.  And  you  are  giving  us  the  best  of  your  information  ? 

Mr.  French.  Yes,  sir. 

The  Chairman.  Do  you  recollect  the  names  of  the  parties  who 
gave  you  that  information  ? 

Mr.  French.  No,  sir;  but  I  can  prociu-e  the  names,  and  I  think 
I  can  get  affidavits  to  that  here  by  Monday  certainly. 

Union  Stock  Yards,  III,,  February  f7,  1916. 
Col.  G.  Watson  Fbbnch, 

New  Wilhird  Hotel,  Washington^  D.  C: 

Eiplinger,  Rushville,  Ind.,  and  Conn  ell,  Fayette,  Ohio,  made  the  statement 
regarding  movement  of  feeders  from  Chicago  to  their  country.  Have  wired  them  to 
Bend  you  aflSdavits.  Many  shipments  were  rushed  out  28th,  29th.  30th  October  to 
other  yards  for  distribution  into  country  from  such  yards,  but  find  quarantine  was 
on  here  Slst.    Have  wired  Amos  to  send  telegram. 

W.  E.  Skinner. 

Mr.  Spann.  You  knew  a  gentleman  from  Ohio,  a  Holstein  breeder 
there 

Mr.  French  (interposing).  I  do  not  recollect  the  names  at  this 
moment,  and  I  do  not  want  to  clutter  up  the  record  with  any  in- 
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correct  statements.  I  have  no  desire  to  mislead  you  gentlemen  in 
any  way. 

Mr.  Moss.  I  would  like  to  ask  Mr.  French  and  this  other  gentlemaa 
to  substantiate  with  further  evidence  the  statement  that  after  the 
31st  of  October  any  feeders  were  shipped  out  of  the  Chicago  yards. 
I  have  here  an  official  order  issued  by  the  Department  of  Apiculture 
that  was  effective  on  and  after  October  31,  1914,  which  prohibited 
such  a  shipment.  Here  is  an  official  order,  which  I  shall  place  in  the 
record  at  this  point,  made  effective  on  and  after  October  31,  1914. 

(The  order  referred  to  is  as  follows:) 

[B.  A.  I.  Order  226.    United  States  Department  of  Agriculture,  Bureau  of  Animal  Industry.] 

B.  A.  I.  Order  226— To  Prevent  the  Spread  op  Foot-and-Mouth  Disease  ni 
Cattle,  Sheep,  Other  Ruminants,  and  Swine.  EpPEcnvE  on  and  Apfbb 
October  31.  1914. 

United  States  Department  op  Agriculture, 

Office  of  the  Secretary. 

The  fact  has  been  determined  by  the  Secretary  of  Agriculture  and  notice  is  hereby 
given  that  the  vims  of  a  contagious,  communicable  disease  known  as  foot-and-mouth 
oisease  exists  in  the  Union  Stock  Yards,  in  the  city  of  Chicago,  State  of  Illinois. 

Now,  therefore,  I,  C.  F.  Marvin,  Acting  Secretary  of  Agriculture,  under  authority 
conferred  by  section  2  of  the  act  of  Congress  approved  February  2.  1903  (32  Stat..  791), 
do  hereby  ordjr  that  no  cattle,  sheep,  other  ruminants,  or  swine  shall  be  transported, 
driven  on  foot,  or  otherwise  moved  in  interstate  or  foreign  commerce  from  tiie  area 
hereinbefore  mentioned  except  for  imme<liate  slaughter  in  cars  placarded  "For 
immediate  slaughter,"  and  under  billing  so  marked,  and  only  ^^hen  accompanied 
by  a  permit  issued  by  an  inspector  of  the  Bureau  of  Animal  Industry,  and  no  hay, 
straw,  or  similar  fodder,  or  manure  or  litter  shall  >»e  transported  or  otherwise  moved 
in  interstate  or  foreign  commerce  from  the  area  hereinbefore  mentioned  unless  the 
same  be  disinfecte<l  prior  to  shipment  under  the  supervision  of  an  inspector  of  the 
Bureau  of  Animal  Iiidii8tr\',  and  accompanied  by  a  permit  from  such  inspector. 
^  No  railroad  cars  within  the  stockyards  hereinbefore  mentioned  which  have  carried 
live  stock  shall  be  moved  in  interstate  or  foreign  commerce  until  the  said  cars  have 
been  cleaned  and  disinfected  with  a  5  per  cent  solution  of  carbolic  acid  or  a  3  per  cent 
solution  of  cresol  compound,  U.  S.  P. 

When  shipments  by  rail  of  cattle,  sheep,  or  other  ruminants,  and  swine,  for  imme- 
diate slaughter,  are  made  from  points  in  the  stockyards  hereinbefore  mentioned,  the 
cars  containing  them  shall  be  sealed  under  the  supervision  of  an  employee  of  the 
Bureau  of  Animal  Industry  before  the  said  cars  shall  be  allowed  to  leave  tne  stockyarda 
hereinbefore  mentioned. 

WTien  shipments  by  rail  of  cattle,  sheep,  and  other  ruminants,  and  swine  for  stockine, 
feeding,  or  aairy  purposes,  are  made  from  and  to  points  not  included  in  the  stockyards 
hereinbefore  mentioned,  the  said  shipments  shall  not  be  unloaded  within  the  said 
stockyards  except  through  cleaned  and  disinfected  docks  and  alleyways  into  cleaned 
and  disinfected  pens,  under  the  supervision  of  an  employee  of  the  Bureau  of  Animal 
Industry.  WTien  reloaded,  the  stock  shall  be  loaded  into  cleaned  and  disinfected 
cars,  and  the  cars  shall  be  sealed  under  the  supervision  of  an  employee  of  the  Bureau  of 
Animal  Industry. 

No  shipments  shall  be  unloaded  en  route  or  at  destination  outside  the  stockyard& 
hereinbefore  mentioned,  except  into  reserved  pens,  which  have  been  desiCTiated  and 
approved  for  that  purpose  by  the  Chief  of  the  Bureau  of  Animal  Industry.  ^Tien  such 
shipments  are  unloaded  en  route,  as  hereinbefore  provided,  the  cars  shall,  after  reload- 
ing, be  again  sealed  under  the  supervision  of  an  employee  of  the  Bureau  of  Animal 
Industry,  it  being  the  purpose  and  intent  of  this  provision  that  cars  containing  such 
shipments  shall  remain  sealed  until  the  animals  arrive  at  the  place  of  destination. 

This  order,  for  the  purpose  of  identification,  is  designated  as  B.  A.  I.  Order  226,  and 
will  be  effective  on  and  after  October  31, 1914. 

This  order  is  subject  to  amendment  or  revision  on  statutory  notice. 

Done  at  Washington  this  31st  day  of  October,  1914. 

W^itness  my  hand  and  the  seal  of  the  Department  of  Agriculture. 

[seal.]  C.  F.  Marvin, 

Acting  Secretary  of  Agricultvre, 
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Now,  if  these  gentlemen  have  any  evidence  that  this  order  was  vio- 
lated or  that  the  Government  permitted  any  violation  of  it,  I  feel  that 
they  ought  to  be  called  upon  to  produce  the  information.  That  is 
all  I  want  to  ask. 

Mr.  Helgesen.  Col.  French,  Mr.  Moss  asked  you  about  the  sale  of 
some  cattle  made  at  the  time  of  this  show,  evidently  {6r  the  purpose 
of  estabUshing  the  value  of  the  cattle  that  were  not  sold.  Inow,  in 
your  opinion,  do  you  think  that  the  price  paid  for  the  cattle  sold  was 
any  criterion  by  which  to  judge  the  value  of  the  cattle  not  sold? 

Mr.  French.  Absolutely  none.  The  sales  that  were  held  there 
were  of  what  is  known  technically  in  the  trade  as  cull  sales.  A  cer- 
tain number  of  cheaper  animals  are  put  up  at  those  sales  to  be  knocked 
down  to  the  highest  bidder.  No  firat-class  sale  is  ever  held  at  a  dairy 
show. 

Mr.  Moss.  I  had  another  purpose  in  view  besides  determining  the 
value  of  the  cattle.  If  the  cattle  were  there  to  be  sold  at  pubUc  sale, 
then  it  meant  the  dispersal  of  the  cattle  sold  to  all  parts  of  the  United 
States;  it  would  show  that  they  were  to  be  wiaely  scattered  and 
would  not  simply  go  back  to  the  owners  of  the  animals  at  the  dairy 
show,  and  therefore  it  meant  that  the  cattle  would  be  sent  over  a 
great  many  sections  of  the  coimtry, 

Mr.  Helqesen.  If  that  is  the  oDject  of  it,  then  the  herds  that  jon 
did  not  offer  for  sale  were  not  to  be  shipped  except  back  to  the  places 
from  which  they  came  ? 
Mr.  French.  Yes,  sir;  that  is  true. 

Mr.  Helqesen.  And  when  they  refused  to  allow  you  to  take  these 
cattle  out  it  was  not  for  the  purpose  of  preventing  them  from  being 
scattered  all  over  the  country,  but  for  the  purpose  of  preventing  them 
from  going  back  to  the  places  from  which  they  came  ? 

Mr.  Moss.  Of  course  these  cattle  being  offered  for  sale  were  subject 
to  inspection  by  anybody  who  wanted  to  see  them  ? 
Mr.  French.  Yes,  sir. 

Mr.  Moss.  And,  as  a  matter  of  fact,  the  whole  herd  of  exhibition 
cattle  were  being  constantly  inspected  oy  the  public  passing  back  and 
forth  through  themi 
Mr.  French.  Yes,  sir, 

Mr.  Moss.  And  to  that  extent  they  were  exposed  as  much  as  cattle 
could  be  exposed  to  the  visitors  seemg  themi 
Mr.  French.  Yes,  sir. 

Mr.  McLaughlin.  Do  you  know  whether  any  cattle  sold  in  the 
way  you  speak  of  were  removed  from  the  building  and  shipped  to 
purchasers) 
Mr.  French.  None  that  I  know  of. 

Mr.  Helgesen.  Were  the  sales  held  at  the  same  place  as  the  show  I 
Mr.  French.  Yes,  sir. 

The  Chairman.  Are  there  any  other  questions? 
Mr.  Spann.  May  I  ask  Mr.  Moss  a  question  ?  Mr.  Moss  asked  Mr« 
French  whether  alter  these  cattle  were  sold  they  would  be  scattered 
all  over  the  country,  or  he  stated  that  was  the  purpose  of  his  ques- 
tion, and  then  he  asked  us  to  give  evidence  in  support  of  our  state- 
ments about  the  shipment  of  cattle  from  the  stockyards.  Now,  I 
would  like  to  ask  him  if  he  has  any  evidence  that,  if  these  cattle  had 
been  shipped  out,  they  would  have  been  more  widely  distributed 
than  the  cattle  on  exhibition  if  they  had  been  allowed  to  go  hornet 
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Mr,  Moss.  I  object  to  being  placed  in  the  attitude  of  taking  sides 
on  this  proposition. 

The  Chairman.  You  see,  we  are  sittmg  as  the  jury. 

Mr.  Spann.  I  ask  to  be  excused  for  my  ignorance  of  your  procedure. 

The  Chairman.  Are  there  any  further  questions  for  Col.  French! 

Mr.  Cooper.  Col.  French,  when  was  it  that  you  first  knew  about 
the  scattering  of  those  shavings  that  had  been  disinfected  ? 

Mr.  French.  When  I  arrived  at  the  show. 

Mr.  Cooper.  When  did  vou  arrive? 

Mr.  French.  On  the  25tn  or  26th  of  October.  I  then  found  the 
shavings  placed  there  and  asked  the  reason  for  it,  and  I  was  then 
informed  that  owing  to  the  foot-and-mouth  disease  having  been 
discovered  in  Michigan  and  Indiana  it  was  deemed  prudent  to  take 
all  precautions  to  prevent  any  possibility,  though  higmy  improbable, 
of  tne  spread  of  the  foot-and-mouth  disease. 

Mr.  Cooper.  When  were  you  informed  that  those  disinfected 
shavings  had  been  put  there  ? 

Mr.  French.  Beiore  the  show  opened. 

Mr.  Cooper.  Bv  whom  or  by  whose  orders  were  they  placed 
there  ?     Did  you  learn,  or  have  you  been  informed  ? 

Mr.  French.  I  was  told  that  it  was  upon  the  orders  of  Dr.  Bennett. 
I  have  no  personal  knowledge  of  it. 

Mr.  McLaughlin.  Was  it  not  stated  here  yesterday  that  those 
disinfected  shavings  were  put  there  the  second  day  of  the  show?  I 
had  that  in  mind. 

Mr.  Spann.  I  find  that  in  my  evidence  of  yesterday  I  stated  they 
were  put  there  the  day  after  the  show,  but  I  have  corrected  that,  by 
stating  that  I  saw  them  there  the  aay  the  show  opened,  when  I 
came  there. 

Mr.  McLaughlin.  They  would  naturally  put  shavings  there  from 
the  very  beginning,  but  when  was  the  disinfectant  put  on  the 
shavings  ? 

Mr.  Spann.  The  disinfectant  was  there  the  first  day  of  the  show, 
when  I  arrived.  Mr.  Cooper  asked  by  whose  orders  that  was  done. 
Mr.  Skinner  said  that  it  was  done  by  the  order  of  Dr.  Bennett. 

Mr.  Cooper.  Would  you  have  permitted  your  cattle  to  go  to 
Chicago  at  all  if  you  had  known  that  there  were  disinfected  shavings 
to  be  put  on  those  premises  before  that  show  opened,  or  on  the  first 
day  of  the  show  ? 

Mr.  French.  I  would  not. 

Mr.  Cooper.  Or  if  you  had  known  that  there  had  been  a  case  of 
foot-and-mouth  disease  in  Michigan  or  elsewhere  in  an  adjoining 
State  and  if  you  had  known  that  the  disease  was  within  a  hundrea 
miles  or  so  of  Chicago? 

Mr.  French.  I  think  not. 

Mr.  Moss.  On  that  point,  let  me  ask  you  this:  Was  it  a  matter  of 
public  knowledge  that  the  foot-and-mouth  disease  did  exist  at  the 
time  this  show  was  on  in  Michigan  ? 

Mr.  French.  There  were  rumors  of  it. 

Mr.  Moss.  Had  there  been  a  quarantine  established  against  certain 
territory  in  Michigan  before  this  show  opened  ? 

Mr.  French.  I  think  possibly  there  had  been. 

Mr.  Moss.  As  a  matter  of  fact,  the  Department  of  Agriculture  had 
recognized  the  existence  of  foot-and-mouth  disease  and  had  quaran- 
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tined  two  counties  in  Michigan  on  account  of  it  before  this  show 
opened  ? 

Mr.  Fbengh.  I  am  not  sure  of  the  dates,  but  that  is  very  likely 
to  be  true,  though  I  was  unaware  of  that  fact. 

Mr.  Heloesen.  The  statement  made  yesterday  was — although  I 
do  not  know  whether  it  is  correct — that  the  Federal  Government 
only  quarantined  States  and  that  the  States  quarantined  counties. 
Now,  if  that  is  true,  if  there  had  been  any  quarantine  by  the  Federal 
Government  it  would  have  been  of  the  State  of  Michigan,  and,  if  that 
is  a  correct  statement,  then  certainly  they  would  not  have  permitted 
shipments  from  Michigan. 

Mr.  Moss.  That  whole  matter  wUl  come  out  in  the  record  later, 
but  I  think  you  will  find  that  two  counties  were  quarantined  in  Michi- 

San  and  two  counties  in  Indiana  simultaneously.  Certainly  that  was 
one  by  the  State  authorities  of  Michigan  and  the  State  authorities 
of  Indiana,  but  they  were  acting  upon  information  from  the  Depart- 
ment of  Agriculture  af  t^r  they  had  diagnosed  it  and  recognized  it  as 
foot-and-mouth  disease.  The  point  I  was  making  was  this,  that  this 
action  by  the  public  authorities,  quarantining  those  coimties,  had 
taken  place  before  these  cattle  were  assembled  m  Chicago. 

Mr.  McLaughlin.  Do  you  know  whether  or  not  there  were  any 
cattle  from  Michigan  exhioited  at  that  show  ? 

Mr.  French.  Yes,  sir;  there  were, 

Mr.  McLaughlin.  Do  you  know  from  what  parts  of  Michigan  they 
were? 

Mr.  French.  I  do  not. 

Mr.  McLaughlin.  Do  you  know  the  names  of  the  exhibitors  ? 

Mr.  French.  I  do  not;  but  I  can  supply  all  of  that  information 
for  you.  ^ 

Mr.  McLaughlin.  There  are  said  to  be  some  fine  herds  of  Hoktein 
cattle  at  the  insane  asylum  at  Pontiac.  Do  you  know  whether  any 
of  those  animals  were  there  ? 

Mr.  French.  I  can  not  state  positively,  but  I  will  ascertain.  I  will 
furnish  for  the  committee  a  list  of  the  exhibitors  from  Michigan  or 
from  any  other  State  that  you  desire. 

Mr.  Hawley.  I  suppose  they  have  a  record  or  Ust  of  all  the  exhib- 
itors of  cattle  and  a  record  of  the  kind  of  cattle  exhibited  ? 

The  Chairman.  It  is  understood,  I  presume,  that  Col.  French  will 
furnish  affidavits  of  the  parties  who  have  personal  information  as  to 
those  feeders  having  been  shipped  out  of  the  Union  Stock  Yards  on 
the  dates  he  has  mentioned  ? 

Mr.  French.  Yes,  sir. 

Mr.  McLaughlin.  It  may  be  interesting  to  the  committee  to  know 
that  Niles,  Mich.,  where  tnis  outbreak  occurred,  is  in  the  extreme 
southwest  corner  of  the  State  of  Michigan. 

Mr.  Hawley.  How  far  is  it  from  Chicago  ? 

Mr.  McLaughlin.  It  is  within  100  miles.  It  is  down  almost  on  the 
point  where  Indiana,  Michigan,  and  Lake  Michigan  come  together. 

Dr.  MoHLER.  It  is  82  miles  from  Chicago. 

The  Chairman.  I  did  not  catch  your  answer  to  the  question,  asked 
you  a  moment  ago,  as  to  whether  you  had  any  information  of  the  fact 
that  a  quarantine  had  been  thrown  around  certain  coimties  in  Michi- 
gan ana  Indiana  when  you  shipped  your  cattle  ? 
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Mr.  French.  No;  sir;  I  did  not  have  that  information;  but  I  think 
that  Mr.  Moss's  statement  that  such  a  quarantine  had  been  estab- 
lished is  correct.  I  had  no  personal  knowledge  of  it  at  the  time,  or  I 
would  not  have  shipped  my  cattle  there. 

Mr.  Cooper.  I  would  like  to  ask  Col.  French  one  more  question. 
When  did  you  first  hear  that  the  disease  which  had  broken  out  at 
NileSy  Mich.,  had  been  declared  to  be  stomatitis  by  the  authorities  of 
the  Agricultural  Department  ? 

Mr.  French.  Before  the  dairy  show  at  Chicago. 

Mr.  Moss.  What  authority  in  the  Department  of  Agriculture  pro- 
nounced this  to  be  acute  stomatitis  ? 

Mr.  French.  I  do  not  know. 

Mr.  Heloesen.  I  suggest  that  the  derk  of  the  committee  be  re- 
quested to  furnish  Col.  French  with  a  list  of  the  questions  or  of  the 
information  you  want  him  to  furnish. 

Mr.  French.  If  you  will  give  me  a  transcript  of  my  testimony 
within  a  reasonable  time  during  the  day,  I  can  then  get  busy  ana 
secure  the  information  you  wish. 

Mr.  Moss.  With  r^ard  to  the  alleged  shipment  of  feeders  from  the 
Union  Stock  Yards,  isuggest  that  the  chairman  of  the  committee  be 
instructed  to  wire  the  stockyards  authorities,  who  have  the  records, 
asking  whether  or  not,  as  a  matter  of  fact,  such  cattle  were  shippea 
on  those  dates.  I  suggest  that  the  conunittee  might  wire  direct  to 
the  authorities  of  the  stockyards  and  have  their  statement  submitted 
on  their  authority. 

(The  telegrams  foUow:) 

Washington,  D.  C,  February  26,  1915. 
A.  G.  Leonard, 

Manager  Union  Stock  Yards,  Cbicago,  III.: 

By  direction  of  the  rommittee  on  Agriculture  of  the  House  of  Repreeentatives,  I 
desire  to  know  if  any  cattle,  sheep,  swine,  or  other  niininants  were  shipped,  o^er  than 
for  immediate  slaughter,  out  of  the  Union  Stock  Yards  of  (Chicago.  111.,  or  interstate 
or  foreign  commerce  on  October  31,  November  1 ,  or  November  2.  1914;  and  if  so,  what 
classeR  of  animals,  and  to  whom,  and  to  what  points.    Wire  answer;  collect. 

A.  F.  Lever, 
Chairman  Committee  on  Agriculture. 


Union  Stock  Yards, 
Chicago  J  III.,  February  t6, 1915. 
A.  F.  Lever, 

Wnshingtorif  D.  C: 

No  cattle,  sheep,  swine,  or  other  ruminants  were  shipped  other  than  for  immediate 
slaughter  out  of  the  Union  Stock  Yards  of  Chicago,  111.,  for  interstate  or  foreign  com* 
merce  on  October  31,  November  1,  or  November  2,  1914. 

Arthur  G.  Leonard. 

Mr.  Heloesen.  Col.  French,  were  you  refused  permission  to  re- 
move your  cattle  prior  to  the  31st  of  October? 

Mr.  French.  Yes,  sir;  we  were  refused  permission  on  the  29tii. 
From  the  questions  of  Mr.  Moss,  I  suppose  you  want  us  to  say  whether 
the  Government  has  been  wholly  bad  or  50  per  cent  bad.  Now,  I 
want  to  state  that  I  have  attempted  to  make  the  criticism  that  I 
have  made  of  the  Bureau  of  Animal  Industry  apply  to  its  enforce- 
ment of  the  regulations  in  the  city  of  Chicago. 

Mr.  Spakx.  I  would  like  to  have  put  on  record  there,  right  after 
that  statement,  as  a  positive  statement  from  me,  and  under  oath  if 
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you  wish  me  to  make  it  that  way,  that  we  were  refused  the  privilege 
of  shipping  our  cattle  on  Thursday,  the  29th  of  October,  when  I  made 
the  request.  I  also  telegraphed  to  Dr.  Melvin  on  the  29th  of  October 
or  the  30th,  the  days  on  which  the^  shipped  those  cattle  from  the 
Chicago  stockyards,  protesting  against  tne  holding  of  our  cattle 
there  subject  to  infection,  ana  asking  the  privilege  of  having  them 
returned  to  Kentucky  in  sealed  cars,  under  the  supervision  of  the 
State  commissioner  of  agriculture,  the  cattle  to  be  held  at  the  fair 
pounds  at  Louisville,  Ky.,  as  long  as  they  might  say,  for  observa- 
tion, and  that  request  was  refused. 

Mr.  Cooper.  On  what  dav  did  you  hear  that  the  Department  of 
Agriculture,  through  Dr.  Melvin,  had  telegraphed  to  the  show  not  to 
permit  the  animab  to  leave  ?  Was  it  before  or  after  Thursday,  or 
about  that  time  ? 

Mr.  French.  It  was,  as  I  remember,  on  Friday  that  I  heard  the 
information.     The  telegram  may  have  been  sent  on  Thursday. 

Mr.  Cooper.  At  that  time  had  there  been,  to  your  knowleoge,  any 
outbreak  of  the  disease  among  the  cattle  on  exhibition  ? 

Mr.  Frenoh.  There  had  been  none. 

Mr.  Cooper.  Do  you  know,  then,  where  the  A^cultural  Depart- 
ment, or  its  officials  in  Washington,  secured  the  information  or  re- 
ceived the  intimations  on  which  they  based  that  order  ? 

Mr.  French.  I  do  not. 

Mr.  Cooper.  Was  it  a  telegram  t 

Mr.  French.  I  do  not  know. 

Mr.  McLaughlin.  When  did  the  first  case  of  foot-and-mouth  dis- 
ease occur  amon^  the  cattle  exhibited  at  Chicago  t 

Mr.  French,  in  the  earlv  part  of  the  next  week  after  October  29. 

Mr.  Cooper.  So  this  telegram  must  have  been  based  upon  in* 
formation  concerning  the  disease  outside  of  the  dairy  showY 

Mr.  French.  It  would  seem  so. 

Mr.  Helqesen.  Is  the  treatment  given  the  cattle  in  this  bam  at 
Chicago  of  such  a  difficult  character  that  it  could  not  have  been  ad- 
minis^red  at  home  f 

Mr.  French.  No,  sir;  but  we  had  peculiar  surroundings  which 
favored  us  in  carrying  on  an  almost  perfect  quarantine,  and  such 
conditions  would  not  prevail  in  one  out  of  a  thousand  cases. 

Mr.  Anderson.  Are  we  to  understand  from  that  statement  that 
you  do  not  agree  with  Mr.  Spann  that  you  should  have  been  per- 
mitted to  ship  the  cattle  out  ? 

Mr.  French.  They  did  not  have  the  foot-and-mouth  disease  when 
we  wished  to  ship  tnem  out,  and  there  was  no  occasion  for  remark- 
able sanitary  conditions  then. 

Mr.  Hauqen.  Had  they  been  exposed  ? 

Mr.  French.  Not  that  we  knew  of. 

Mr.  Anderson.  How  soon  does  the  disease  occur  after  exposure? 

Mr.  French.  The  disease  breaks  out  in  from  one  to  five  days, 

usually. 

Dr.  Mohler.  That  is  a  very  short  time.  We  have  had  it  to  go  as 
hi^h  as  22  days. 

Mr.  French.  Then  it  breaks  out  in  from  one  to  a  hundred  days. 
Say  from  1  to  100  days,  and  you  can  draw  your  own  conclusions. 
It  usually  shows,  however,  in  a  very  few  days.  There  had  been  no  case 
of  that  disease  among  them  on  the  29th  day  of  October,  and  whether 
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they  had  contracted  it  two  or  three  weeks  before  they  came  to  Chicago 
or  whether  they  contracted  it  there  after  the  29th  of  October,  you 
gentlemen  must  judge  for  yourselves. 

Mr.  Anderson.  I  do  not  reconcile  your  position  with  that  of  Mr, 
Spann.  As  I  understand  him,  he  objects  because  the  Government 
did  not  permit  you  to  ship  your  cattle  out  of  Chicago,,  while  you  are 
saying  that  they  ought  to  have  been  kept  in  Chicago  because  you  had 
an  ideal  quarantine  place  there. 

Mr.  French.  The  gentleman  did  not  understand  my  answer  to  his 
question, 

Mr.  Anderson.  My  reason  for  asking  the  question 

Mr.  French  (interposing).  We  had  at  Chicago  peculiarly  fortunate 
sanitary  conditions — I  said  almost  perfect  conditions.  If  mjr  animals 
had  gone  home,  they  would  have  had  perfect  sanitary  conditions,  and 
I  presume  these  other  breeders  would  have  had  the  same;  but  re- 
member there  are  very  few  farms  in  America — not  one  in  one  thou- 
sand, if  you  please — that  are  kept  up  as  these  breeders  keep  up  their 
establishments. 

Mr.  Anderson.  Then,  I  understood  you  to  say  that  so  far  as  these 

E articular  cattle  that  were  at  the  show  were  concerned,  it  would 
ave  been  perfectly  proper  to  have  permitted  them  to  be  shipped 
to  the  places  from  which  they  came  ? 

Mr.  French.  Yes,  sir. 

Mr.  Moss.  That  is  just  an  expression  of  opinion  as  to  the  policy. 

Mr.  Haugen.  Your  contention  is  that  inasmuch  as  the  cattle 
were  retained  there  at  extra  expense,  you  should  be  reimbursed  the 
expense  you  incurred  by  reason  of  their  retention  ? 

Mr.  French.  This  is  my  claim  exactly.  I  claim  that  the  Govern- 
ment kept  our  cattle  there,  and  whether  they  had  the  foot-and-mouth 
disease  oefore  the  29th  of  October  or  contracted  it  afterwards  it  is 
impossible  to  prove. 

Mr.  Haugen.  And  the  Government  has  carried  on  the  experi- 
ment  

Mr.  Anderson  (interposing).  I  did  not  catch  your  statement. 

Mr.  French.  Whether  the  animals  had  the  infection  of  foot-and- 
mouth  disease  before  the  29th  of  October  or  not  it  is  impossible  to 
definitely  prove.  Our  contention  is  that  they  contracted  tnat  disease 
either  diunng  the  exhibition  or  after  the  29th  of  October,  and  our 
contention  can  be  proven  by  the  fact  that  none  of  those  homes  from 
which  the  herds  came  have  ever  had  foot-and-mouth  disease.  If  they 
had  had  the  foot-and-mouth  disease  before  they  left  home,  they 
would  have  left  traces  of  it  back  home  after  that  tune. 

Mr.  Reilly.  It  was  a  wise  precaution  on  the  part  of  the  Govern- 
ment to  keep  the  cattle  there. 

Mr.  French.  That  I  am  not  now  questioning  at  all;  I  think  it  was 
wise. 

Mr.  Reilly.  Even  after  the  29th  of  October? 

Mr.  French.  I  think  that  in  view  of  the  information  they  had  they 
were  absolutely  justified  in  depriving  us  of  our  cattle. 

Mr.  Reilly.  Then,  your  only  complaint  is  that  they  did  not  give 
general  notice  to  the  breeders  oefore  the  fair  opened  that  there  was 
Foot-and-mouth  disease  in  certain  sections  of  the  country? 

Mr.  French.  Yes,  sir. 

Mr.  Reilly.  That  is  your  sole  complaint 
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Mr.  French.  That  is  my  contention. 

Mr.  Haugen.  But  besidfes  you  have  a  claim  against  the  Govern- 
ment? 

Mr.  Reilly.  That  is  the  ground  of  the  complaint. 

Mr.  Haugen.  The  gromids  are  that  the  cattle  were  retained  ther© 
at  extra  expense  and  that  he  could  have  kept  the  cattle  at  home  at 
less  expense.  ^ 

Mr.  French.  We  have  two  grounds  on  which  we  claim  compensa- 
tion: The  first  is  that  the  Government  took  our  cattle  and  we  are 
entitled  to  compensation  for  that  without  giving  our  rea^sons  why  we 
are  entitled  to  the  compensation,  and  the  next  ground  is  that  on  the 
broad  equities  of  the  case  we  are  entitled  to  compensation  at  all 
times 

Mr.  Reilly  (interposing).  You  are  not  any  more  entitled  to  com- 
P|ensation  than  those  who  stayed  at  home  are  entitled  to  compensa- 
tion? 

Mr.  French.  No,  sir. 

Mr.  Reilly.  Unless  the  injury  that  you  received  resulted  from  the 
failure  of  the  Government  to  give  you  proper  notice  of  the  existence 
of  foot-and-mouth  disease  ? 

Mr.  French.  I  hold  that  the  Government  took  our  cattle  and  kept 
them,  and  that  we  are  entitled  to  compensation,  no  matter  for  what 
reason  they  took  them. 

Mr.  Lesher.  If  you  had  allowed  the  Government  to  kill  your  cat- 
de,  or  if  you  people  had  submitted  to  that 

Mr.  French  (interposing).  We  were  willing  for  them  to  take  our 
cattle  if  they  would  pay  the  appraised  price. 

Mr.  Lesher.  If  you  people  nad  submitted,  they  would  have  taken 
your  cattle  and  killed  tnem  ? 

Mr.  French.  If  they  could  have  taken  them  for  $50  per  head,  they 
would  have  killed  them  gladly.    That  is  what  they  wished  to  do. 

Mr.  McLaughlin.  Before  you  leave  that  matter,  I  want  to  ask 
you  a  question:  I  believe  you  stated  that  there  has  been  no  case 
of  foot-and-mouth  disease  on  the  farm  of  any  exhibitor  at  the  show. 
I  may  have  misunderstood  the  testimony  of  the  gentleman  from 
New  Jersey,  but  it  seems  to  me  that  he  said  that  since  the  dairy 
show  his  cattle  in  New  Jersey  have  been  infected. 

Mr.  French.  He  was  not  an  exhibitor  at  the  dairy  show. 

Mr.  Moss.  You  were  expressing  the  opinion  that  the  exhibitors 
ou^ht  to  have  had  a  warning  from  the  Grovemment  concerning  the 
existence  of  foot-and-mouth  disease.  Now,  if  they  had  at  that 
time  knowledge  of  the  existence  of  foot-and-mouth  disease  in  four 
counties,  and  if  they  knew  that  those  four  counties  were  under 
quarantine,  and  if  they  had  no  knowledge  of  the  existence  of  foot- 
and-mouth  disease  anywhere  else  in  the  United  States,  then  do  you 
think  they  were  called  upon  to  notify  each  individual  exhibitor  in 
the  United  States  of  that  condition  ? 

Mr.  French.  It  was  unnecessary  to  notify  each  exhibitor.  If 
they  had  notified  the  general  manager  of  the  dairy  show  he  would 
have  notified  the  exhibitors. 

Mr.  Moss.  That  is  not  an  answer  to  my  question.  My  question 
was  whether  the  Government  took  due  precautions  or  not.  Now., 
if  the  Government  had  knowledge  of  the  fact  that  the  only  territory 
that  was  tainted  with  foot-and-mouth  disease  was  under  quarantine 
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then  did  they  not  go  as  far  as  prudence  dictated  that  they  should 
go  at  that  time  ? 

Mr.  French.  In  answer  I  would  say  that  if  we  had  the  same  con- 
ditions existing  to-day,  the  Government  would  not  allow  the  dairy 
show 

Mr.  Moss  (interposing).  That  would  havp  been  true  only  because 
of  the  fact  that  foot-and-mouth  disease  had  been  verjr  much  more 
widely  spread  than  anybody  had  knowledge  of  at  that  time? 

Mr.  French.  Yes,  sir. 

Mr.  Moss.  Therefore,  it  comes  back  to  the  proposition  that  hind- 
sight is  better  than  foresight.  My  question  relates  to  the  criticism 
ef  the  Department  of  Agriculture,  and  the  question  is  did  they  do 
all  that  they  should  have  done  with  the  knowledge  they  had  at  that 
time? 

Mr.  French.  My  criticism  was  not  of  the  Department  of  Agri- 
culture, but  of  the  management  of  the  Department  of  Agriculture 
at  Chicago. 

Mr.  Cooper.  If  the  Department  of  Agriculture  knew  of  the  out- 
break of  foot-and-mouth  msease  and  knew  of  its  exceedingly  virulent 
and  contagious  character,  ought  not  they  to  have  done  something 
besides  merely  permitting  the  counties  to  quarantine  ? 

Mr.  French.  It  seems  to  me  that  we  are  getting  away  from  the 

{[uestion  at  issue,  which  is  whether  we  are  entitled  to  reimbursement 
or  the  moneys  which  we  have  expended,  and,  unless  there  is  some- 
thing that  is  really  pertinent  that  these  members  wish  to  ask  me,  if 
the  cnairman  will  excuse  me  I  will  thank  him  very  much. 

Mr.  Lee.  How  much  was  expended  ? 

Mr.  French.  About  $150  per  animal  will  have  been  expended  by 
the  end  of  this  month. 

Mr.  Haugen.  If  the  department  had  paid  the  dairy  value  of  the 
cattle,  it  would  have  amoimted  to 

Mr.  French  (interposing).  About  $250  per  animal. 

Mr.  Haugen.  So  there  is  a  real  saving  of  $100  per  head  to  the 
Government  ? 

Mr.  French.  Y^  sir;  at  the  present  time. 

Mr.  Spann  Mr.  Chairman,  I  take  it  that  Mr.  Moss  is  trying  to  get 
at  the  real  facts  and  to  get  a  fair  statement  of  things.  He  asked 
whether,  if  the  Government  had  information  of  the  foot-and-mouth 
disease  in  one  or  two  places  and  quarantine  had  been  established 
there,  they  were  taking  fair  precautions  or  proper  precautions  in 
this  matter.     Now,  in  regard  to  that  I  will  state  that  it  is  not  the 

Srecaution  that  thev  usually  take.  I  said  in  my  testimony  yester- 
ay  that  I  imported  cattle  from  the  Island  of  Jersey,  and  if  there  is 
an  outbreak  of  foot-and-mouth  disease  in  any  part  of  England  or 
Scotland,  they  Quarantine  against  the  whole  United  Kingdom  for 
3  months  or  90  days,  and  wlB  not  allow  us  tg  bring  any  cattle  from 
there.  Now,  if  they  had  taken  the  same  precautions  and  prevented 
cattle  from  coming  to  Chicago,  we  would  not  have  been  there  and 
would  not  have  had  this  expense. 

Mr.  Moss.  How  many  times  has  foot-and-mouth  disease  broken 
out  in  the  United  States? 

Mr.  Spann.  I  would  say  about  five  times. 

Mr.  Moss.  What  was  the  difference  in  their  treatment  of  the  first 
outbreak  from  their  treatment  of  the  last  outbreak  in  the  eariy 
stages  1 
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Mr.  Spann.  I  can  not  tell  you. 

M».  Moss.  The  first  outbreaks  were  handled  successfully  by  the 
Department  of  Agriculture. 

Mr.  Spann.  Yes,  sir. 

Mr.  Moss.  The  disease  was  stamped  out  successfully? 

Mr.  Spaxn.  You  asked  me  what  precautions  were  taken  then  other 
than  those  taken  in  this  last  outbreak,  and  I  will  say  this,  that  they 
properly  diagnosed  the  disease  in  all  the  other  outbreaks  except  this 
one.     I  am  not  questioning  the  mistakes  of  a  single  individual 

Mr.  Moss  (inteiT)Osing).  The  point  is  that  we  know  that  the  Depart- 
ment of  Agriculture  correctly  diagnosed  it  as  foot-and-mouth  disease 
and  that  four  counties  were  quarantined.  Now,  the  point  I  want  to 
get  at  is  this:  In  these  past  outbreaks  what  precautions  did  they 
take  for  the  protection  of  the  pubUc  in  addition  to  those  they  took 
this  last  time  after  they  diagnosed  this  as  foot-and-mouth  disease  ? 

Mr.  Spann.  When  individuals  make  mistakes,  they  pay  for  them. 

Mr.  Moss.  I  would  prefer  that  you  answer  the  question  I  put. 
What  additional  precautions  did  they  take  in  past  outbreaks  after 
the  disease  had  been  correctly  diagnosed  as  foot-and-mouth  disease 
to  those  taken  in  this  last  outbreak  f 

Mr.  Spann.  I  did  not  get  mixed  up  in  any  of  the  past  outbreaks, 
and  can  not  teU  you. 

STATEMENT  OF  MR.  C.  M.  WINSLOW,  SECBETABY  OF   THE 
ATBSHIBE  BBEEDEBS'  ASSOCIATIOIT,  BBANDON,  VT. 

The  Chairman.  Mr.  Winslow,  as  briefly  as  you  can  I  wish  you 
would  give  the  conmiittee  such  information  as  you  have  about  the 
matter  now  under  consideration. 

Mr.  Winslow.  I  have  very  little  information,  Mr.  Chairman* 
I  have  no  documentary  information;  but  I  was  at  the  National 
Dairy  Show,  all  through;  and  I  received  a  telegram  from  Mr.  Skinner 
last  Tuesday  telling  me  to  send  our  committee  here  to  this  hearing, 
because  it  was  very  important.  I  could  not  get  in  touch  with  the 
three  members  on  this  conmiittee,  Mr.  French,  Mr.  Valentine,  and 
Mr.  Chisholm,  and  I  was  obliged  to  put  in  an  appearance  here  simply 
to  represent  the  association. 

At  the  National  Dairy  Show  I  heard  of  matters,  but  I  knew  noth- 
ing; I  have  no  personal  information  on  any  of  these  points. 

After  I  returned  home  I  received  a  call  asking  me  to  get  busy  to 
see  if  they  would  delay  the  killing  of  the  cattle  when  they  were  goins 
to  kill  all  the  cattle  immediately,  and  I  wired  Secretary  Houston  ana 
received  a  letter  from  him  saymg  that  they  should  delay;  and  that 
is  reaUy  about  aU  I  have  to  say.  I  simply  wish  to  represent  the 
association  here. 

Mr.  McLaughlin.  Were  you  an  exhibitor  at  the  National  Dairy 
Show? 

Mr.  Winslow.  I  was  not  an  exhibitor.  I  had  a  booth  at  the 
National  Dairy  Show  for  the  Ayrshire  Breeders'  Association,  and  was 
simply  present  as  a  visitor. 

Mr.  McLaughlin.  What,  in  your  judgment,  was  the  average  value 
of  the  Ayrshire  animals  exhibited  there  1 

Mr.  Winslow.  Why,  the  average,  I  should  say,  was  somewhere 
from  $400  to  $500  a  head;  that  is,  judging  from  the  prices  that  we 
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get.  Do  you  mean  the  animals  in  the  Ayrshire  Association,  or  the 
whole  nmnber  of  animals  ? 

Mr.  McLaughlin.  The  Ayrshire  exhibit,  I  mean. 

Mr.  WiNSLOw.  Yes.     It  was  from  $400  to  $500  a  head. 

Mr.  McLaughlin.  How  many  Ayrshire  animals  were  exhibited  at 
that  show  ? 

Mr.  WiNSLOw.  There  were  three  herds;  I  do  not  know;  I  can  give 
you  documentary  evidence  of  it  if  you  would  like,  but  I  have  not  it 
here  with  me.    There  were  three  large  herds. 

Mr.  Haugen.  Can  you  give  an  estimate  of  the  value  of  all  the 
cattle  exhibited  ? 

Mr.  Win  SLOW.  No ;  I  can  not.  I  would  not  Uke  to  give  an  estimate 
on  the  other  breeds. 

Mr.  Moss.  Did  you  attend  a  pubUc  sale  of  Jersey  cattle  held  in 
connection  with  that  show  ? 

Mr.  WiNSLOW.  No;  from  what  I  heard  I  did  not  think  it  worth 
attending. 

Mr.  Moss.  Can  you  give  the  committee  any  information  as  to  the 
average  value  of  the  cattle  that  were  sold  at  that  sale  ? 

Mr.  WiNSLOW.  No;  I  can  not. 

The  Chairman.  We  are  much  obUged  to  you  for  your  statement, 
Mr.  Winslow. 

STATEMENT  OF  DB.  JOHN  R.  MOHLEB,  BXTBEAU  OF  ANIKAI 
INDUSTBY,  DEPABTMENT  OF  AGBICUITUBE. 

The  Chairman.  Dr.  Mohler,  will  you  please  state  for  the  record 
your  name  and  the  title  of  the  office  you  hold? 

Dr.  MoHLER.  My  name  is  John  R.  Mohler ,  and  I  am  Assistant  Chief 
of  the  Bureau  of  Animal  Industry. 

Mr.  Chairman,  this  subject  of  foot-and-mouth  disease  is  such  a 
comprehensive  one  that  I  would  like  to  begin,  in  connection  with  the 
point  raised  by  Mr.  Spann,  by  comparing  the  origin  of  the  outbreak 
of  1902  with  the  outbreak  of  1908  and  the  present  outbreak  of  1914, 
in  order  to  make  a  correct  statement  of  the  facts. 

The  1902  outbreak  first  appeared  in  the  month  of  August,  around 
Chelsea,  Mass.  It  was  not  uncovered  until  about  the  13tn  of  Novem- 
ber.    The  outbreak  of  1908 

Mr.  Hawley  (interposing).  Do  you  mean  that  in  the  case  of  that 
first  outbreak  you  wore  uncertain  as  to  the  character  of  the  out- 
break  

Dr.  Mohler.  Until  the  13th  of  November. 

Mr.  Hawley.  And  you  did  not  determine  the  character  of  the 
disease  until  then? 

Dr.  MoHLER.  It  was  not  brought  to  the  attention  of  the  depart- 
ment, or  any  official,  until  November. 

Mr.  Haugen.  That  was  about  three  months  ? 

Dr.  Mohler.  Yes;  about  three  months.  In  the  1908  outbreak, 
the  first  cases  occurred  in  the  fore  part  of  September,  and  they  were 
not  brought  to  the  attention  of  the  officials,  or  the  Department  of 
Agriculture  until  November  also. 

This  present  outbreak  originated  in  Berrien  County,  Mich.,  in 
August,  and  was  diagnosed  by  the  Department  of  Agriculture  on  the 
16th  of  October,  a  fml  month  in  advance  of  the  diagnosis  of  the  out* 
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breaks  of  1902  and  1908.     Now,  we  do  not  know  a  thing  about  the 
origin  of  this  present  outbreak. 

Mr.  Hawley.  It  was  diagnosed  on  October  15  as  what? 

Dr.  MoHLER.  As  foot-and-mouth  disease. 
•     Mr.  Helgesbn.  Had  it  been  called  to  vour  attention  prior  to  that 
time,  before  it  was  diagnosed  as  foot-and-mouth  disease  ? 

Dr.  MoiiLER.  The  disease  occurred  in  August  in  Berrien  County, 
Mich.,  and  two  local  practitioners  were  asked  by  the  owners  of  the 
infected  cattle  to  treat  these  animals.  The  disease  spread  among  the 
individuals  in  the  herds,  and  the  practitioners  requested  the  State 
veterinarian  of  Michigan  to  come  down  to  Berrien  County  to  make  an 
examination  of  the  infected  animals. 

Mr.  McLaughlin.  Do  you  know  when  that  was? 

Dr.  MoHLER.  That  was  the  latter  part  of  August.  Then  the  State 
.veterinarian  went  from  Berrien  County  direct  to  Detroit,  Mich.,  where 
we  have  a  local  office,  and  requesteo  aid  from  one  of  our  assistant 
insnectors,  Dr.  Fess. 

Dr.  Fess  went  out  with  him  on  the  2d  of  September,  and  wired  to 
Washington  on  the  3d  of  September  to  the  effect  that  there  were  no 
indications  of  aphthous  fever,  which  is  the  scientific  name  for  foot- 
and-mouth  disease,  but  characteristic  lesions  of  necrotic  stomatitis 
were  present. 

From  that  time  until  the  10th  of  October  we  heard  nothing 
further  about  the  disease  in  Michigan. 

Mr.  Haugen.  To  what  extent  did  it  spread  in  that  period  ? 

Dr.  MoHLER.  Very  slightly.  The  disease  was  of  very  mild  type^ 
the  period  of  incubation  was  much  longer  than  it  is  at  the  present 
time,  and  very  few  herds  were  involved. 

The  first  inspection  made  by  our  inspector  at  Detroit  showed  only 
two  herds  infected. 

That  was,  as  I  said,  the  3d  of  September.  The  next  time  it  was 
brought  to  the  attention  of  the  department  was  through  the  State 
vetermarian  of  Michigan  when  he  again  visited  Detroit,  and  at  that 
time  he  took  the  inspector  in  charge  of  the  Detroit  office,  Dr.  Schaff- 
ter,  up  to  Berrian  County  with  him. 

Dr.  Schaffter  reported  in  a  five  or  six  page  letter,  dated  October  7, 
describing  certain  reasons  why  this  disease  could  be  foot-and-mouth 
disease,  and  also  describing  certain  reasons  why  it  could  not  be  foot- 
and-mouth  disease. 

Mr.  BLawley.  .When  did  you  receive  that  letter? 

Dr.  Mohler.  We  received  that  letter  on  the  afternoon  of  October 
10,  and  we  immediately  sent  a  man  on  the  first  train  to  Niles,  Mich.^ 
by  way  of  Buffalo,  N.  x . 

Mr.  Anderson.  Is  it  true  that  the  symptoms  of  necrotic  stoma- 
titis and  those  of  foot-and-mouth  disease  are  very  much  alike  ? 

Dr.  Mohler.  They  are  very  similar  in  the  later  stages  of  foot-and- 
mouth  disease.  In  fact,  the  organism  that  produces  this  necrotic 
stomatitis  is  usually  foimd  in  old  lesions  of  foot-and-mouth  disease, 
and  that  is  one  of  the  reasons  that  he  diagnosed  it  as  he  did,  because 
the  odor  of  the  necrosis  bacillus  was  present. 

Mr.  Haugen.  Is  it  difficult  to  detect  foot-and-mouth  disease? 

Dr.  Mohler.  Not  in  the  earlier  stages.  There  is  only  one  par- 
ticular  lesion  which  is  peculiar  to  foot-and-mouth  disease,  and  that 
is  the  blister  which  may  occur  in  the  mouth  and  about  the  hoofs  as 
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in  no  other  disease.    After  the  blisters  break,  other  disease  germs 
enter  and  mask  the  picture. 

Mr.  Anderson.  Tne  reason  I  asked  the  question  is  this:  If  it  is 
true  that  the  symptoms  of  the  two  diseases  are  very  much  alike,  it 
seems  rather  strange  to  me  that  the  department  did  not  detect  the 
existence  of  foot-and-mouth  disease  ana  take  greater  care  in  deter- 
mining it  definitely  than  it  did  take. 

Dr.  MoHLER.  My  only  answer  to  that  would  be  that  the  man  who 
went  out  to  examme  the  cattle  had  been  through  the  experience  of 
the  outbreak  of  1908,  which  also  occurred  in  lifichigan,  and  we  did 
not  have  the  slightest  idea  of  any  foot-and-mouth  infection  being 
within  3,000  miles  of  here.  In  fact,  the  nearest  case  of  foot-andP 
mouth  disease  that  we  knew  of  was  in  England,  and  we  were  not 
anticipating  that  every  report  of  necrotic  stomatitis  might  be  foot- 
and-mouth  disease. 

Mr.  Anderson.  Let  me  ask  you  this  question:  Is  necrotic  stoma- 
titis a  very  common  disease  ? 

Dr.  MoHLER.  Necrotic  stomatitis  is  very  common  in  that  particular 
section  of  Indiana  and  Michigan,  and  also  in  certain  other  localitieB, 
such  as  Colorado. 

The  Chairman.  On  the  3d  of  September  your  man  first  came  in 
contact  with  th^e  diseased  herds,  did  he  ? 

Dr.  MoHLER.  Yes,  sir;  there  were  only  two  at  that  time. 

The  Chairman.  There  were  only  two  at  that  time,  and  he  was  not 
certain  at  that  time  that  it  was  necrotic  stomatitis  f 

Dr.  M0HI4ER.  He  was  positive  it  was  not  foot-and-mouth  disease 
and  wired  that  the  symptoms  were  characteristic  of  necrotic  stoma- 
titis. 

The  Chairman.  In  view  of  what  has  happened,  is  it  vour  judgment 
that  the  department  exercised  a  proper  precaution  in  failing  to  quar- 
antine those  herds  on  the  3d  of  September  ? 

Dr.  MoHLER.  I  think  that  we  had  nothing  further  to  go  on.  The 
State  veterinarian  was  also  a  man  who  had  been  through  the  1908 
outbreak  in  Michigan  at  that  time  as  an  official  of  the  Parke,  Davia 
Chemical  Co.  That  particular  firm  had  the  disease  in  their  herd,  and 
this  State  veteitnarian  lost  several  fijie  Shorthorn  cattle  which  were 
exposed  to  tho/«3  infected  with  foot-and-mouth  disease  in  1908. 

The  Chairman.  And  your  answer  to  Mr.  Anderson's  question,  then, 
is  that  this  necrotic  stomatitis  is  a  common  disease  among  cattle  t 

Dr.  MoHLER.  Yes,  sir.  The  germ  is  widespread  and  also  attacks 
hogs,  sheep,  and  other  animals.  The  men  who  examined  these  cat- 
tle were  tne  men  who  had  had  experience  in  1908;  they  were  not 
green  men. 

The  Chairman.  Well,  that  brings  you  up  to  October  10,  1914. 

Dr.  MoHLER.  Yes,  sir.  Several  days  pnor  to  October  10  our  De- 
troit office  was  visited  by  the  State  veterinarian,  who  asked  the  in- 
spector in  charge  to  proceed  with  him  to  Berrian  County  to  investi- 
fate  the  disease.  The  visit  was  made  and  the  report  of  the  inspector. 
)r.  Schaffter,  reached  Washington  October  10,  stating,  as  1  saia 
before,  that  there  were  certain  reasons  why  it  could  be  foot-and- 
mouth  disease  and  certain  reasons  why  it  could  not  be  foot-and-mouth 
disease.  But  his  letter  was  so  comprehensive,  giving  the  number  of 
animals  in  the  herd,  stating  how  infectious  the  disease  appeared  to 
be,  and  how  the  period  incubation  was  decreasing,  compared  with 
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previously,  that  we  thought  it  might  be  foot-and-mouth  disease,  and 
we  immediately  sent  an  expert  from  here  to  Niles,  Mich.,  that  same 
day. 

That  letter  was  accompanied  by  specimens  from  the  infected 
animals.  I  took  those  specmiens  out  to  our  station  at  Bethesda,  Md.,. 
that  same  afternoon  and  inoculated  three  calves.  One  calf  did  not 
show  any  symptoms  until  seven  days  afterwards,  although  it  was 
injected  into  the  jugular  vein,  a  method  that  usually  produces  the 
disease  in  from  six  hours  to  four  or  five  days.  The  second  animal 
did  not  develop  sjanptoms  until  nine  days,  and  the  third  animal  re- 
mained alive  without  showing  any  symptoms  whatever.  I  mention 
this  merely  as  an  indication  oi  the  mildness  of  the  virus  of  the  disease 
at  that  particular  time.    . 

•  The  Chairman.  I  was  just  about  to  ask  you  what  that  indicated. 
You  may  proceed. 

Mr.  Haugen.  You  spoke  of  experienced  men.  Did  you  have 
reference  to  the  men  employed  by  your  department  or  by  tne  State  ? 

Dr.  MoHLER.  To  both. 

Mr.  Haugen  .  But  at  the  time  one  of  your  representatives  was 
present,  was  he? 

Dr.  M0H1.ER.  Yes,  sir. 

Afr.  Helgbsen.  When  did  you  first  know  that  it  was  foot-and- 
mouth  disease  ? 

Dr.  MoHLER.  We  sent  Dr.  Eichhom  to  Michigan  that  evening, 
and  he  made  his  examination  on  October  12,  Monday  morning.  He 
wired  something  Uke  this:  ^* Clinical  picture  positive.  Advisable  to 
send  Mohler  on  first  train,"  and  so  on.  I  can  bring  you  the  tele- 
gram, but  it  was  in  words  to  that  effect:  '* Advisable  to  send  Mohler 
on  evening  train  to  reach  Niles  to-morrow  afternoon." 

Dr.  Melvin  immediately  wired  back  to  inoculate  a  calf,  to  confirm 
his  clinical  diagnosis,  and  also  stated  that  I  had  those  three  calves 
under  close  observation,  and  if  the  symptoms  did  not  develop  in  these 
calves  in  48  hours  I  would  inMnediateiy  proceed  to  Berrian  County, 
Tlie  48  hours  elapsed,  and  as  no  symptoms  appeared  in  those  calves, 
I  left  for  Niles,  Mich.,  arriving  there  on  October  16,  at  half  past  6 
o'clock  in  the  evening. 

We  immediately  went  out  that  evening  in  an  automobile  and  exam- 
ined some  of  the  infected  cattle  and  the  calf  that  Dr.  Eichhom  had 
inocidated  on  Monday.  That  calf  showed  shght  but  typical  symp- 
toms of  f  oot-and-niouth  disease.  The  various  cattle  that  we  inspected 
by  electric  flashlight  also  showed  typical  lesions  of  foot-and-mouth 
disease,  and  I  immediately  wired  a  mght  letter  to  the  bureau  here  in 
Washington  that  the  calf  moculated  showed  slight  but  typical  lesions 
of  foot-and-mouth  disease;  that  after  an  examination  oi  a  number 
of  infected  animals,  it  was  indisputably  the  European  disease,  and 
stated  something  in  reference  to  sending  15  men  to  start  the  work  of 
eradication. 

Mr.  Hawlet.  What  day  of  the  month  was  that  ? 

Dr.  Mohler.  That  was  the  15th.  A  night  letter  was  sent  October 
15  and  reached  here  the  16th.  On  the  16th  I  sent  out  a  few  men 
that  were  available  to  ascertain  the  extent  of  the  outbreak.  I  had 
wired  ahead  from  Buffalo  to  the  Detroit  office,  so  that  we  would 
have  one  of  the  men  from  the  Detroit  office  available,  and  Dr.  Mel- 
vin had  ordered  several  other  men  there,  in  case  it  proved  to  be 
foot-and-mouth  disease. 
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So,  on  the  16th  of  the  month,  we  scouted  up  and  down  in  the 
infected  area,  in  order  that  we  could  circiunscribe  the  area  of  infec- 
tion. In  the  evening  I  wired  here  that  we  thought  we  had  the  num- 
ber of  herds  in  Michigan  that  were  infected,  39.  The  disease  had 
been  spreading  evidently  since  the  time  of  the  report  to  the  depart- 
ment on  the  lOth  of  October. 

Mr.  Haugen.  That  was  really  from  early  in  September  to  Octo- 
ber 16  ? 

Dr.  MoHLER.  I  am  speaking  about  the  number  of  herds  that  Dr. 
Shaflter  reported  on.  When  he  went  out  in  October,  he  fouud 
more  herds  than  the  two  herds  the  first  man  had  found.  Shafifter 
found  about  eight  lierds,  and  when  we  got  out  there  about  eight  or 
ten  days  later  there  were  39.  herds.  On  the  following  day,  the  17th, 
we  did.  the  same  kind  of  scouting  in  northern  Indiana  to  see  how 
extensive  the  disease  was  in  Indiana,  and,  as  a  result  of  two  days' 
scouting,  we  wired  that  we  thought  the  disease  was  confined  to  four 
counties,  and  recommended  that  quarantine  be  placed  on  Berrien 
and  Cass  Counties,  in  Michigan,  and  St.  Joseph  and  Laporte  Coun- 
ties, Ind.  The  States,  by  the  way,  did  not  quarantine  those  coun- 
ties. Thev  only  quarantined  townships  m  those  counties,  and  the 
wisdom  ot  that  is  shown  by  the  fact  that  Cass  County,  Mich.,  has 
never  become  infected.  There  are  191  herds  in  Berrien  County 
infected,  but  the  disease  never  got  east  of  the  St.  Joseph  River, 
except  in  one  instance. 

Mr.  Helgesen.  The  Government  has  the  right  to  quarantine  a 
district,  large  or  small,  where  the  disease  exists,  has  it  not  ? 

Dr.  MoHLER.  Yes;  so  far  as  interstate  traffic  is  concerned.  So 
we  quarantined  those  two  counties  in  Michigan  and  those  two  coun- 
ties m  Indiana. 

The  Chairman.  What  date  did  that  become  effective  ? 

Dr.  MoHLER.  October  19  for  those  four  counties. 

Mr.  Helgesen.  Did  the  State  cooperate  with  you  in  quarantining 
those  counties  ? 

Dr.  MoHLER.  Yes;  that  is  the  only  way  to  do  it  effectively. 

Mr.  Haugen.  I  know  that  is  the  way  it  is  done,  but  I  say  you  had 
no  difficulty  whatever  ? 

Dr.  MoHLER.  We  had  no  difficulty  whatever. 

Mr.  Helgesen.  It  is  not  necessary  for  the  United  States  Govern- 
ment to  quarantine  a  whole  State,  where  the  disease  appears  only  in 
certain  sections  of  the  State,  is  it  ? 

Dr.  MoHLER.  Not  unless  we  suspect  hidden  centers  of  infection; 
that  was  done  when  a  larger  territory  was  involved  than  we  at  first 
thought. 

Mr.  Haugen.  When  you  quarantined  a  whole  county  in  a  State, 
and  the  State  only  quarantined  a  township,  was  there  not  a  conflict 
of  authority  there  ? 

Dr.  MoHLER.  There  was  no  real  conffict.  We  did  not  know  that 
the  Washington  authorities  were  going  to  accept  our  recommenda- 
tions; in  fact,  they  do  not  always  do  so. 

Mr.  Haugen.  Do  you  mean  the  Washington  office  here  accepting 
the  recommendations  of  the  m&a  in  the  field  ? 

Dr.  MoHLER.  Yes. 

The  Chairman.  You  first  have  to  ascertain  the  fact  of  the  existence 
of  one  of  these  contagious  diseases,  before  the  Secretary  of  Agricidture 
has  any  authority  under  the  law  to  declare  a  quarantine,  do  you  not  t 
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Dr.  MoHLEB.  Absolutely. 

The  Chairman.  Now,  that  brings  you  to  October  19,  when  the 
quarantine  was  declared  effective. 

Dr.  MoHLER.  Yes,  sir. 

Mr.  Haugen.  Well,  on  October  15  they  had  the  knowledge. 

The  Chairman.  Yes.  Now,  then,  when  did  this  National  Dairy 
Show  in  Chicago  take  place  t 

Dr.  MoHLER.  Somewhere  around  the  22d  of  October. 

Mr.  Haugen.  What  did  you  do  in  the  way  of  publicity  ? 

The  Chairman.  I  was  just  going  to  ask  that  question. 

Dr.  MoHLER.  In  accordance  witn  the  law  we  have  a  general  rule 
of  publishing  the  contents  of  all  these  quarantine  orders  in  two 
newspapers  published  in  the  State  involved,  and  we  did  that  for 
Michigan  and  for  Indiana,  and  I  do  not  know  how  much  further. 
But  the  local  newspapers  were  full  of  the  story  about  the  foot-and- 
mouth  disease. 

We  sent  our  publications  out  from  Washington;  and  we  have  a 
ooiffliderable  number  on  foot-and-mouth  disease.  We  gave  out 
those  stories  to  various  newspapers  including  Chicago  papers,  and 
had  as  much  publicity  given  to  tne  matter  on  the  16tn  of  October  as 
it  was  possible  for  the  two  local  papers  to  handle.  The  Chicago 
papers  sent  men  in  from  Chicago  to  get  the  information  subsequent^. 

The  Chairman.  On  the  16tn  of  October? 

Dr.  MoHLER.  Some  time  after  the  16th  of  October. 

Afr.  McLaughlin.  What  newspapers  were  you  publishing  it  in  in 
Michigan  ? 

Dr.  MoHLER.  I  could  not  tell  you.  They  were  selected  on  account 
of  having  a  large  circulation.  That  is  done  as  a  routine  matter.  I 
can  find  out  the  names  for  you. 

The  Chairman.  Have  you  any  knowledge  as  to  when  the  Chicago 
papers  first  made  mention  of  the  foot-and-mouth  disease  ? 

The  Oeairman.  But  they  sent  their  correspondents  there  on  the 
16th  of  October  ? 

Dr.  MoHLER.  I  do  not  know  whether  it  was  the  16th.  It  was  after 
we  diagnosed  the  disease,  but  the  two  local  Niles  papers,  the  Sim  and 
the  Star,  published  information  about  the  foot-and-mouth  disease 
daily  after  the  16th  of  October. 

Tne  Chairman.  Did  the  Chicago  correspondents  reach  Niles, 
Mich.,  before  the  quarantine  was  declared  effective  ? 

Dr.  MoHLER.  No;  I  do  not  believe  they  did. 

The  Chairman.  You  do  not  think  they  did  ? 

Dr.  MoHLER.  I  did  not  meet  them  at  tnat  time,  but  probably  a  few 
days  later. 

The  Chairman.  About  how  long  after  that  date,  if  you  have  any 
recollection  ? 

Dr.  Mohler.  I  do  not  recall.  I  was  out  there  on  two  different 
occasions,  and  I  met  them  in  October,  but  I  could  not  teU  you  the  exact 
date. 

The  Chairman.  Was  any  story  sent  out  from  Washington  to  the 
Associated  Press  relative  to  this  quarantine  on  October  19  ? 

Dr.  Mohler.  The  Office  of  Information  published  an  article  about 
that  date,  but  I  can  not  tell  you  the  exact  time. 

Mr.  Haugen.  About  what  time  was  that  ? 

Dr.  Mohler.  I  could  not  tell  you.  This  is  a  matter  of  record  in 
the  Ofiice  of  Information. 
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The  Chairman.  I  think  it  is  important  that  the  date  of  this  notice 
here  from  Washington  should  go  mto  the  record,  and  I  will  ask  Dr. 
Mohler,  with  the  consent  of  the  committee,  to  fm'nish  that  date. 

Dr.  MoiiLER.  On  October  19  the  office  of  information  sent  a 
long  story  about  the  foot-and-mouth  disease  quarantine  to  the  five 
press  associations,  the  Washington  Post  and  Herald,  and  to  all  the 
correspondents  of  Michigan  ana  Indiana  papers. 

Furthermore,  on  October  19  the  Secretary  sent  out  notices  to  16 
railroads  and  express  companies  about  the  quarantine  on  the  four 
counties  in  Michigan  and  Indiana.  They  were  addressed  to  Chicago, 
Detroit,  Cincinnati,  Cleveland,  Indianapolis,  Montreal,  St.  Louis, 
Baltimore,  New  York,  and  Jackson,  Mien.,  six  of  the  general  man- 
i^ers  in  Chicago  receiving  them.  Similar  notices  were  sent  to  the 
State  Joiunal,  Lansing,  Mich.;  the  Star,  Niles,  Mich.;  Indianapolis 
News,  Indianapolis,  Ind.,  and  the  News-lWes,  South  Bend,  Ind.,  for 
publication.  On  October  16  Editor  Gillam  of  the  Niles  Sun  sent  dis- 
patches to  the  Free  Press  and  News,  of  Detroit,  and  Editor  Cook  of 
the  Niles  Star  sent  news  items  to  New  York  World,  Detroit  Journal, 
and  Grand  Rapids  Press. 

Mr.  McLaughlin.  When  did  you  know  of  the  first  publication  in 
relation  to  tins  matter  in  the  Chicago  Tribune  ? 

Dr.  MoHLEB.  I  have  not  an^  definite  information  on  that  at  all. 
We  get  chppings  from  those  Cmcago  papers,  but  I  have  not  any  defi- 
nite mformation. 

Mr.  McLaughlin.  Can  you  learn  ? 

Dr.  Mohler.  I  believe  so,  sir. 

Mr.  McLaughlin.  And  put  it  in  the  record. 

Dr.  Mohler.  The  Chicago  Drovers'  Journal  was  the  first  Chicago 
paper  to  publish  news  about  the  outbreak  of  foot-and-mouth  disease 
m  Michigan,  and  the  date  was  October  16. 

Mr.  ISlgesen.  In  your  opinion,  do  vou  think  the  English  system 
of  practically  putting  a  quarantine  on  the  whole  country  temporarily, 
until  they  can  find  out  what  the  ravages  are — do  you  thmk  that 
would  be  an  unnecessary  precaution  ? 

Dr.  Mohler.  I  have  never  understood  England  to  do  that.  In 
fact,  all  the  pubUcations  of  the  English  Government  indicate  that 
they  do  not  do  that. 

Mr.  Helegsen.  In  the  breaking  out  of  a  disease  of  this  kind  do  yon 
not  think  it  would  be  a  wise  precaution  to  prevent  shipments  over 
the  whole  coimtrv  for  a  few  days  ? 

Dr.  Mohler.  A  few  days  would  not  be  sufficient. 

Mr.  Helgeesn.  Well,  whatever  the  time  required  is. 

Dr.  Mohler.  I  think  that  would  be  an  unnecessary  hardship,  to 
close  up  a  territory  absolutely  free  from  the  disease  and  to  make 
everybody  suffer,  because  the  disease  is  in  a  relatively  limited  area. 

Mr.  Haugen.  You  might  describe  more  fully  about  your  publicity 
bureau,  or  Office  of  Information.  To  what  extent  do  you  carry  your 
publicity  matters?  Was  the  publicity  given  to  this  matter  due 
pubHcity  ? 

Dr.  Mohler.  Yes;  I  consider  that  due  publicity  was  given  to  the 
information  we  had  about  the  foot-and-mouth  disease,  not  ouly  direct 
to  the  newspaper  men,  including  the  Associated  Press,  but  also 
through  a  number  of  articles  which  were  sent  out. 

Mr.  Haugen.  And  there  was  nothing  held  back? 
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Dr.  MoHLEB.  There  was  nothing  held  back. 

Mr.  Hauobn.  It  was  given  to  the  press  freely  ? 

Dr.  MoHLER.  I  can  me  the  circular  letters  and  letters  from  the 
Office  of  Information  with  the  committee. 

Mr.  Hauoen.  Do  the  newspaper  men  generally  call  at  the  oflBice  for 
information  ? 

Dr.  MoHLER.  Yes,  sir;  at  that  time  they  came  in  five  or  six  together 
to  get  information. 

Mr.  Hauoen.  Every  day  ?  " 

Dr.  MoHLEB.  Every  day;  yes. 

Mr.  Anderson.  Wnen  were  the  Chicago  Stock  Yards  closed,  do  you 
remember  ? 

Dr.  MoHLER.  On  the  31st  of  October. 

Mr.  Cooper.  What  answer  did  he  give  * 

Mr.  Anderson.  The  31st  of  October. 

Dr.  MoHLrER.  The  quarantine  of  the  Union  Stock  Yards  took  effect 
on  the  31st  of  October. 

Mr.  Hauoen.  Had  you  any  knowledge  of  the  National  Dairy  Show 
being  held  at  Chicago  ? 

Dr.  MoHi^R.  Yes,  sir;  we  had. 

Mr.  Hauoen.  What  notice  did  you  give  the  authorities  of  the  dairy 
show  ?  Did  you  give  them  any  notice  of  the  prevalence  of  the  foot- 
and-mouth  disease  ?    I  should  not  say  "  you,"  but  the  department ! 

Dr.  MoHLER.  I  could  tell  you  right  now  that  I  did  not.  I  was  up 
to  see  Dr.  Melvin  last  evening  about  a  certain  line  of  information  that 
would  answer  vour  question.  He  is  ill  with  pneumonia  and  I  was  not 
able  to  send  the  question  up  to  him.  But  he  told  me,  on  om*  recent 
trip  to  Chicago,  that  he  had  sent  information  to  Mr.  Skinner  or  soma 
other  individual  in  Chicago  that  it  would  be  inadvisable  for  the  show 
to  take  any  cattle  from  Michigan  on  account  of  the  outbreak  of  the 
foot-and-mouth  disease. 

Mr.  Haugen.  Who  is  Mr.  Skinner? 

Dr.  MoHLER.  He  is  manager  of  the  daiiy.  show. 

Mr.  McLaughlin.  What  was  the  date  of  the  communication  to  Mr. 
Skinner? 

Dr.  MoHLER.  I  could  not  tell  you. 

The  Chairman.  You  may  now  continue  your  statement,  Dr. 
Mohler. 

Dr.  Mohler.  After  the  quarantine  went  into  effect  in  those  four 
counties  in  Michigan  and  Indiana,  everything  was  going  alon^ 
smoothly.  The  disease  was  being  confined  to  the  originally  mfectea 
counties  and  we  knew  nothing  further  about  any  spread  of  tne  disease 
until  the  28th  of  October.  1  had  gone  to  the  dairy  show  with  the 
secretary  on  Sunday,  October  25,  and  I  left  Chicago  on  the  27th  of 
October,  with  the  idea  of  stopping  for  several  days  at  Niles,  Mich.^ 
to  look  over  the  work  there.  Wnen  I  got  to  Niles  that  evening 
there  was  a  report  from  Bhssfield,  Mich.,  that  some  steers  from  Chi- 
cago were  lQ.     We  took  a  late  trolley  down  to  South  Bend. 

Mr.  Anderson.  What  date  was  that? 

Dr.  Mohler.  That  was  the  night  of  the  27th  of  October. 

Mr.  Heloesen.  Had  those  steers  been  shipped  from  Chicago  and 
they  were  ill  in  Michigan  ? 

l5r.  Mohler.  Yes,  sir. 

Mr.  Anderson.  What  was  the  character  of  those;  were  they  beef 
steers  or  feeders? 
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1890  QVABJOsdxim  of  oattlb. 

Dr.  MoHLER.  They  were  stockers  and  feeders.  They  were  shipped 
from  Chicago  on  the  19th  of  October. 

Mr.  Haugen.  You  had  better  let  him  proceed  in  his  own  way. 

Dr.  MoHLER.  I  reached  Niles  on  the  27th,  Tuesday  evening,  and 
I  was  informed  at  once  about  this  illness  among  the  steers  at  Bli^fidd, 
l$ich.  We  went  down  to  South  Bend,  Ind.,  that  night  and  got  up 
early  the  next  morning  to  make  the  4  o'clock  connection  from 
Chicago  to  BUssfield,  and  reached  Bhssfield  Wednesday  morning, 
October  28.  Several  of  the  steers  werfe  found  to  be  pretty  senousfy 
infected  with  foot-and-mouth  disease.  The  others  were  not  infected 
as  yet. 

That  was  the  first  information  we  had  that  the  Chicago  Stock 
Yards  might  be  infected.  These  animals  came  from  Chicago  on  the 
19th  of  October,  and  it  was  then  a  Question  whether  the  stockyards 
were  infected  or  whether  the  steers  had  been  shipped  in  an  infected 
car.  In  order  to  play  safejy,  we  assumed  that  the  Chicago  Stock 
Yards  were  infected  and  did  not  make  light  of  the  proposition  by 
assuming  that  the  car  only  was  infected.  I  called  up  Dr.  Bennett 
from  Bhssfield,  Mich.,  and  told  him  about  this  individual  shipment. 
I  asked  him  to  get  aU  the  information  possible  about  other  shipments 
coming  out  since  the  19th  of  October  and  cautioned  him  to  keep  his 
eye  on  the  National  Dairy  Show  herd. 

I  reported  at  once  to  Washington  about  this  occurrence  at  Bliss^ 
field  among  the  steers.  On  the  morning  of  the  29th  a  telegram  was 
sent  to  Dr.  Bennett  by  the  Washington  office  as  follows: 

Endeavor  arrange  with  management  of  the  National  Dairy  Show  to  hold  all 
exhibition  anima£  there  until  November  7  for  investigation  contagious  disease. 
Wire  answer. 

The  Chairman.  What  was  the  date  of  that  telegram? 

Dr.  MoHLER.  October  29. 

Mr.  Anderson.  Whom  was  that  from? 

Dr.  MoHLER.  Dr.  Steddom,  Acting  Chief  of  the  Bureau  of  Animal 
Industry. 

Mr.  Anderson.  And  to  whom  was  it? 

Dr.  MoHLER.  To  Dr.  Bennett,  who  was  inspector  in  charge  at 
Chicago. 

The  Chairman.  The  first  information  you  had  that  the  Chicago 
Stock  Yards  might  be  infected  was  on  the  19th  of  October — or  was 
it  later  than  that  ? 

Dr.  MoHLER.  No;  it  was  on  that  Wednesday  morning,  October  28, 
and  that  led  back  to  October  19,  when  the  steers  were  shipped  from 
Chicago. 

The  Chairman.  Oh,  yes;  I  see.  The  inference  was  that  the 
infection  was  in  the  Union  Stock  Yards  October  19  prior  to  that  date. 

Dr.  MoHLER.  Precisely. 

Mr.  Haugen.  But  not  discovered  by  you  until  the  27th  ? 

Dr.  MoHLER.  No;  the  28th. 

Mr.  Haugen.  No;  Wednesday  was  the  27th. 

Dr.  MoHLER.  I  left  Niles  October  27  and  got  into  Blissfield  the 
next  morning,  Wednesday,  October  28. 

Mr.  Haugen.  What  was  the  date  of  the  opening  of  the  dairy  show? 

Dr.  MoHLER.  October  22.  Then,  that  same  day,  October  29, 
Dr.  Melvin  sent  another  telegram  to  Dr.  Bennett  in  Qiicago: 

Get  in  touch  with  Dyson  immediately — 
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Dr.  Dyson  is  the  State  veterinarian  of  Illinois — 

Urge  him  tx>  hold  cattle  in  dairy  show  until  November  7  for  observation.  Important 
all  these  animals  be  known  to  be  healthy  before  disbanding.  Immediately  arrange 
for  cleaning  and  disinfecting  pens  for  use  of  feeding  cattle,  and  cleaning  and  disin- 
fecting of  all  ci^  used  by  same.  Have  frequent  and  careful  examinations  made  of 
cattle  of  the  dairy  show.  Require  usual  disinfection  and  precaution  by  employee! 
making  such  examinations.    Call  on  Houck  for  rubber  capes  if  necessary — 

Houck  is  our  officer  in  charge  of  eradication  work  in  Indiana  and 
Michigan. 

^  Now,  the  question  of  sawdust  comes  in  here.  When  these  animals 
arrived  in  Crdcago  to  be  exhibited,  Dr.  Bennett,  in  charge  of  the 
yards  in  Chicago,  knew  that  we  had  foot-and-mouth  disease  in 
Indiana  and  Michigan,  and  on  his  own  initiative  took  the  precaution 
of  having  these  animals  led  out  of  the  cars  over  sawdust  sprinkled 
with  creosol  solution. 

Mr.  Haugen.  What  date  was  that? 

Dr.  MoHLER.  The  gentleman  over  there  [indicating]  can  tell  you. 

Mr.  Spann.  From  the  19th  to  the  21st. 

Mr.  French.  From  the  18th  to  the  21st. 

Mr.  Haugen.  Then  he  had  notice  at  the  opening  of  the  show? 

Dr.  MoHLER.  Yes;  he  was  informed  on  October  16,  and  we  also 
notified  the  State  veterinarian  of  Illinois  from  Niles,  Mich.  I  had 
the  State  veterinarian  of  Michigan  notify  the  State  veterinarian  of 
Illinois  the  16th  of  October. 

Mr.  Haugen.  What  did  he  advise  him  ? 

Dr.  MoHLER.  The  cattle  were  coming  in 

Mr.  Haugen  (interposing).  He  had  no  knowledge  of  it  before  the 
cattle  arrived? 

Dr.  MoHLER.  Probably  they  were  all  en  route. 

Mr.  Hawley.  Is  that  correct?  Did  he  not  know  of  it  on  Octo- 
ber 16  ? 

Dr.  MoHLER.  Yes,  sir;  but  these  cattle  were  coming  in  from  all 
sections  of  the  country. 

Mr.  Hawley.  But  he  knew  three  days  before  they  began  to  arrive 
in  Chicago  ? 

Dr.  MoHLER.  No,  sir;  they  were  en  route.  Some  of  them  came 
from  Canada,  arriving  October  18  and  perhaps  earlier. 

Mr.  Haugen.  What  date  did  the  show  begin  ? 

Dr.  MoHLER.  My  impression  is  the  22d. 

Mr.  French.  The  animals  were  received  from  the  18th  to  the  21st, 
as  I  remember.  Eighty  per  cent  of  the  animals  were  in  Waterloo, 
and  were  shipped  as  one  consignment  and  could  have  been  stoppea 
at  any  time  before  the  20th. 

Mr.  Haugen.  You  say  80  per  cent  of  them  ? 

Mr.  French.  Yes;  80  per  cent  of  them  were  at  Waterloo  in  one 
consignment  and  coiild  have  been  stopped  by  telegraph.     If  they  had 

§3t  a  telegram  by  the  20th,  they  could  nave  stopped  them.     The  cat- 
e  did  not  arrive,  as  I  remember,  until  the  21st. 
Mr.  Haugen.  And  Dr.  Bennett  had  knowledge  of  it  on  the  16th? 
Dr.  MoHLER.  Yes,  sir;  but  he  did  not  have  knowledge  of  the 
Waterloo  part  of  it,  you  understand;  he  did  not  know  anything  about 
this  80  per  cent  proposition.     He  knew  there  were  cattle  snipped 
from  Canada  and  irom  Minnesota  and  from  other  distant  points,  and 
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he  was  taking  this  precautionary  measure  of  having  the  animals  un- 
loaded on  disinfected  sawdust. 

Mr.  Anderson.  And  there  was  no  knowledge  of  infection  at  Chicago 
at  that  time  ? 

Dr.  MoHLER.  Absolutely  none. 

The  Chairman.  And  you  had  quarantined  the  Michigan  and  Indi- 
ana counties  on  the  19th  ? 

Dr.  MoHLER.  Yes,  sir. 

Mr.  Haugen.  To  what  extent  did  that  quarantme  go — the  quaran- 
tine in  Michigan  ?  What  does  that  imply  t  It  excludes  all  shipments, 
does  it  ? 

Dr.  MoHLER.  Yes,  sir. 

Mr.  Haugen.  Under  what  regulations  ? 

Dr.  MoHLER.  Mr.  Moss  has  read  the 

Mr.  Haugen  (interposing).  What  I  want  to  know  is,  if  cattle  could 
be  shipped  through  the  infected  districts — the  quarantined  districts- 
could  tney  go  through  those  districts  in  sealed  cars  ? 

Dr.  MoHLER.  Stock  in  free  areas  could  go  through  the  infected  areas 
to  other  free  areas  on  the  other  side  if  they  were  in  sealed  cars. 

Mr.  Haugen.  Are  the  cars  disinfected  before  or  after  going  through 
the  infected  districts  ? 

Dr.  MoHLER.  Not  going  through  the  infected  districts;  but  if  they 
are  unloaded  in  the  infected  distncts,  they  must  be  disinfected  before 
they  can  get  out  again. 

The  Chairman.  Did  I  understand  you  to  say  that  on  the  19th  of 
October  you  notified  Mr.  Skinner,  the  secretary  of  the  dairy  show 

Dr.  MoHLER  (interposing).  The  general  manager 

The  Chairman  (continumg).  The  general  manager  of  the  dairy 
show  that  cattle  from  Michigan  would  not  be  permitted  to  come  into 
the  show  ? 

Dr.  MoHLER.  That  is  the  information  I  was  trying  to  get  from  Dr. 
Melvin. 

The  Chairman.  You  were  trying  to  get  that  from  Dr.  Melvin  I 

Dr.  Mohler.  Yes;  and  I  was  not  able  to  get  it.  Dr.  Melvin  gave 
me  the  information  that  he  had  informed  somebody  in  Chicago  about 
the  advisabUity  of  forbidding  Michigan  cattle  from  being  entered  in 
the  National  Dairy  Show  on  accoimt  of  the  disease  existing  in  Michi- 
gan. 

Mr.  Haugen.  You  are  quite  certain  that  that  was  prior  to  the 
opening  of  the  show,  ore  you  ? 

Dr.  MOHLER.  Yes,  sir. 

The  Chairman.  It  was  prior  to  the  opening  of  the  show  ? 

Dr.  Mohler.  Yes,  sir. 

The  Chairman.  Were  any  cattle  exhibited  from  the  State  of  Mich- 
igan in  the  show  ? 

Dr.  Mohler.  I  coidd  not  tell  you. 

The  Chairman.  Mr.  Spaim,  have  you  that  information  I 

Mr.  Spann.  I  have  not,  Mr.  Chairman. 

The  Chairman.  Col.  French,  have  you  any  knowledge  ? 

Mr.  French.  My  impression  is  that  there  was  a  herd  there  fron) 
Michigan,  but  I  am  not  positive.  I  can  telegraph  and  get  that  in- 
formation for  you.    I  will  do  so. 

The  Chairman.  All  right.    Mr.  Mohler,  you  may  proceed. 
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Mr.  Helgesen.  What,  in  your  opinion,  is  the  importance  of  these 
great  foundation  herds  of  the  country  ? 

Dr.'MoHLEB.  They  are  fundamentally  necessary  to  improve  the 
live-stock  industry  of  the  country.  There  is  no  question  about  the 
seed  value  of  such  herds. 

Mr.  Heloesen.  And  they  are  all  represented  by  a  small  number  of 
associations,  are  they  not  1 

Dr.  MoHLEB.  Yes,  sir;  each  particular  breed  has  its  own  partic- 
ular association. 

Mr.  Helgesen.  Do  you  not  think  it  would  be  a  wise  thing — 
without  any  criticism  oi  the  past — ^where  there  has  been  a  suspicion 
of  the  disease  in  the  country,  to  notify  those  people  and  the  railroads, 
so  they  would  have  a  knowledge  immediately — I  mean  the  officials 
of  the  association  simply,  because  I  am  satisfied  that  they  would 
distribute  it  to  the  rest. 

Dr.  MoHLER.  There  are  so  many  of  those  organizations  to  notify; 
we  notify  the  newspapers  and  get  the  information  out  in  a  popular 
form.  It  is  just  a  (][uestion  of  where  you  are  going  to  stop;  if  you 
notify  those  associations,  then  they  wul  say  you  ought  to  notify  the 
sheep,  swine,  and  other  oreeders'  associations,  and  so  on. 

Mr.  Haugen.  It  is  just  a  question  of  giving  the  widest  pubhcity 
to  it. 

The  Chairman.  Right  on  that  point,  I  would  Uke  to  read  into 
the  record  the  method  of  notice  required  by  the  law  itself: 

When  the  Secretaiy  of  Agriculture  has  determined  the  fact  that  cattle  are  infected 
with  a  contagious  disease,  uie  Secretary  of  Agriculture  is  directed  to  give  written  or 
printed  notice  of  the  establishment  of  quarantine  to  the  proper  officers  of  railroads, 
steamship,  or  other  transportation  companies,  doing  business  in  or  through  any  quar- 
antined State  or  Territory,  or  the  District  of  Columbia,  and  to  publish  in  such  news- 
papers in  the  quarantined  State  or  Territory  or  the  District  of  Columbia,  as  the  Secre- 
tary of  Agriculture  may  select,  notice  of  the  establishment  of  the  quarantine. 

First  of  all,  he  must  establish  the  fact  that  there  is  the  existence 
of  one  of  these  communicable  diseases;  and  when  that  is  done,  he  is 
required  imder  the  law  to  make  certain  publications  of  the  fact. 

Now,  did  the  Secretary  of  Agriculture,  as  a  matter  of  fact,  make 
due  publication  as  required  by  the  law? 

Dr.  MoHLER.  Yes,  sir;  that  law  was  entirely  compUed  with  in 
every  instance. 

The  Chairman.  All  right;  you  may  proceed. 

Dr.  MoHLER.  When  we  detected  the  herd  of  infected  cattle  at 
Blissfield,  the  question  then  naturally  arose  as  to  whether  the  Chicago 
Stock  Yards  were  involved,  and  we  immediately  had  one  of  our 
agents,  who  is  an  expert  on  the  tracing  of  cars,  go  into  Chicago  and 
get  into  communication  with  the  different  railroad  companies,  to 
find  out  the  number  of  shipments,  and  the  points  of  dcstmation  of 
stockers  and  feeders  that  left  Chicago  from  tne  15th  of  October. 

Inspectors  were  iramediately  sent  to  these  various  points  of  desti- 
nation to  which  cattle  had  been  shipped  from  the  Chicago  yards,  and 
we  commenced  to  find  infection  in  Ohio,  Indiana,  Iowa,  Pennsyl- 
vania, and  New  York,  until  at  the  present  time  we  have  21  States 
imder  quarantine.  The  great^t  amount  of  the  infection  and  the 
widespread  dissemination  of  the  disease  were  due  to  the  Union 
Stock  Yards  in  Chicago  becoming  infected,  for  from  that  central 
focus  the  d^ease  went  north,  south,  east,  and  west,  as  far  west  as 
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Spokane,  Wash.,  as  far  east  as  New  Hampshire,  and  as  far  south  as 
Kentucky. 

The  Chairman.  Now  a  question  has  arisen  here,  Dr.  Mohler,  that 
the  department  has  been  discriminating  between  certain  classes  of 
individuals  in  the  movement  of  cattle  out  of  the  Union  Stock  Yards. 
Have  you  any  information  on  that  point? 

Dr.  Mohler.  No,  sir;  all  I  can  tell  you  is  that  the  quarantine 
order  became  eflFective  October  31,  and  at  the  time  this  order  went 
into  effect  there  were  a  number  of  cattle  in  the  Union  Stock  Yards. 
So  far  as  I  know  they  went  for  slaughter;  most  of  them  right  there 
at  the  abattoirs  within  the  Union  Stock  Yards  district.  In  fact, 
there  were  616  steers  that  were  involved,  and  being  feeders  of  very 
little  value  from  a  butcher's  standpoint,  they  remained  in  the  var<te 
until  the  3d  of  November.  The  disease  then  started  to  break  out 
in  these  steers,  and  this  was  the  first  absolute  knowledge  we  had 
that  the  pens  in  the  Union  Stock  Yards  in  Chicago  were  infected. 
That  was  two  days  after  the  first  dairy  cow  showed  the  infection  in 
the  dairy  show  herd.  The  first  cow  that  became  infected  in  the 
dairy  show  herd  was  a  Hoktein  animal  from  Minnesota,  on  the  1st 
dav  of  November. 

Mr.  Spann.  May  I  ask  a  question,  Mr.  Chairman,  with  Dr.  Mohler's 
permission  ?  Is  it  not  the  fact.  Dr.  Mohler,  that  Dr.  Bennett  received 
information  from  the  department  on  the  28th  of  October,  instructing 
him  to  detain  the  dairy  show  ca4^tle  there  for  observation  ? 

Dr.  Mohler.  Here  [indicating  telegrams  in  witness's  hand]  is  the 
only  information  I  have,  and  these  I  nave  already  submitted. 

Mr.  Spann.  And  that  he  would  not  allow  us  to  leave  the  grounds; 
and  is  it  not  the  fact  that  they  did  ship  out  of  the  Union  Stock 
Yards  at  Chicago  as  late  as  the  30th  ? 

Dr.  Mohler.  It  is  a  fact  that  they  shipped  out  of  the  Chica^  Stock 
Yards  as  late  as  the  30  th,  but  you  are  absolutely  wrong  in  say mg  that 
any  information  went  to  Dr.  Bennett  prior  to  the  29  th  about  holdiiig 
the  dairy  show  herd. 

Now,  I  phoned  to  Dr.  Bennett,  merely  as  a  precautionary  measure, 
as  stated,  a  day  before  the  information  went  to  Dr.  Bennett  oflBcially 
from  Washington ;  but  it  is  absolutely  the  fact  that  he  received  no 
information  from  Washington  on  the  subject  before  the  29th.  Here 
[indicating  telegrams  in  witness's  hand]  are  the  documents  that  show 
that  the  information  went  from  Washington  in  two  telegrams  on  the 
29th  of  October,  and  it  is  true  that  shipments  went  out  of  the  Union 
Stock  Yards  until  the  31st  of  October,  fcecause  we  did  not  quarantine 
them  until  then. 

Mr.  Spann.  He  refused  to  allow  us  on  Thursday,  the  29th  of  Octo- 
ber; and  he  said  he  had  been  instructed  by  Dr.  Melvin  to  hold  the 
cattle  there  for  observation.     Now  that  is  the  fact. 

Dr.  Mohler.  I  told  Dr.  Bennett  from  Blissfield  to  keep  a  watcb 
on  that  dairy-show  herd. 

Mr.  Spann.  But  they  did  ship  them  out  of  the  stockyards  on  the 
30th,  two  days  later  than  the  day  ours  were  first  held. 

Mr.  Helgesen.  According  to  your  statement  he  held  the  dairy- 
show  herd  under  your  instructions 

Dr.  Mohler  (mterposing).  No,  sir;  I  only  told  him  to  keep  a 
lookout. 
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Mr.  Haugen.  The  statement  is  that  he  did  hold  them  but  probably 
not  by  authority  from  the  department,  but  on  his  own  authority; 
but  it  was  represented  to  these  gentlemen  that  he  had  authority 
from  Washington. 

Mr.  Spann.  That  is  the  fact. 

Dr.  MoiTLER.  What  were  the  orders 

Mr.  McLaughlin  (interposing).  Your  communication  from  Bliss- 
field  was  of  what  date  ? 

Dr.  MoHLER.  If  you  have  a  calendar  I  can  tell  you,  exactly.  It 
was  October  28th. 

Mr.  McLaugitlix.  And  the  official  communication  to  Dr.  Bennett 
from  Washington  was  of  what  date  ? 

Dr.  MoHLER.  October  29th,  and  the  closing  of  the  stockyards  w^as 
on  October  31st. 

Mr.  McLaughlin.  Now,  give  the  date  of  your  communication  to 
him  from  Blissfield. 

Dr.  MoHLER  (examining  calendar).  October  28.  Col.  French,  th6 
25th  was  a  Sunday. 

Mr.  Spann.  I  did  not  say  anything  about  the  25th. 

Dr.  MoHLER.  I  was  speaking  to  Col.  French.  The  25th  was  Sun- 
day: Monday  was  the  26th.' 

Mr.  McLaughlin.  Your  communication  to  Dr.  Bennett  from  Bliss- 
field  to  Chicago  was  on  the  28th,  was  it  ? 

Dr.  MoHLER.  Yes,  sir. 

Mr.  McLaughlin.  Do  you  remember  the  hour  of  the  day  ? 

Dr.  MoHLER.  Some  time  in  the  afternoon.  This  Blissfield  herd  was 
about  8  miles  away  from  Blissfield,  and  when  I  came  back  to  Bliss- 
field to  luncheon  I  left  a  long-distance  telephone  call  for  him.  It  was 
several  hours  afterwards  before  I  could  get  the  Chicago  office — ^I 
should  say  about  3  o'clock  on  the  afternoon  of  the  28th. 

Mr.  Heloesen.  According  to"  the  testimony,  the  exhibitors  were 
refused  permission  to  take  tneir  cattle  out  of  Chicago  on  the  28th  of 
October,  while  the  ordinary  quarantine  was  not  in  force  until  the 
29th. 

Mr.  Spann.  What  was  Thursday  ? 

Dr.  MoHLER  (examining  calendar).     The  29th. 

Mr.  Spann.  It  was  on  Thursday,  the  29th. 

Mr.  Anderson.  It  was  Thursday  the  29th,  instead  of  Thursday 
the  28th,  then  ? 

Dr.  MoHLER.  There  is  absolute  agreement  between  us,  you  see. 

The  Chairman.  Do  you  gentlemen  agree  to  the  29th  of  October 
as  the  date  ? 

Mr.  Spann.  I  do. 

The  Chairman.  Do  you.  Col.  French? 

Mr.  French.  It  was  Thursday.     That  was  the  important  point. 

Dr.  Mohler.  I  did  not  change  my  dates,  although  Col.  French 
told  me  the  25th  of  October  was  Monday;  I  had  in  mind  that  the  26th 
was  Monday;  but  I  took  Col.  French's  statement  that  it  was  not. 

Mr.  Spann.  In  my  original  testimony  I  gave  the  days  of  the  week 
instead  of  the  days  of  the  month.     That  was  on  Thursday. 

1^.  Anderson.  I  would  like  to  go  back  a  little  in  order  to  get  int« 
the  record  something  about  the  long  letter  that  you  referred  to  from 
Dr.  Fess. 

Dr.  Mohleb.  No;  Dr.  Schaffter. 
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Mr.  Anderson.  Well,  Dr.  SchafiFter.  What  was  the  date  of  that 
letter — September  3  ? 

Dr.  MoHLER.  No;  it  was  in  October.  He  made  his  investigation 
about  the  6th  or  7th  and  went  back  to  Detroit  from  Niles,  and  wrote 
the  letter.  He  sent  the  letter  to  Washington,  and  we  received  it 
October  10. 

Mr.  Anderson.  Could  we  have  a  copy  of  that  letter  for  the  record? 

Dr.  MoHLER.  Yes,  indeed. 

(The  letter  referred  to  is  as  follows:) 

Unitbd  States  Dbpartuent  op  Agriculture, 

Bureau  op  Animal  Industry, 
Local  office^  408  Post  Office  Building,  October  7, 1914. 

Chiep  Bureau  of  Animal  Industry, 

Washington,  D,  C. 

Sir:  On  Monday,  October  5,  Dr.  G.  Dunphy^  State  veterinarian,  lit.  H.  fl.  Halli- 
day,  president  of  Michigan  State  Live  Stock  Commission,  and  myself  proceeded  to 
Niies,  Mich.,  to  further  investigate  the  outbreak  of  the  disease  affecting  the  mouths 
and  feet  of  cattle  and  swine. 

Since  the  disease  was  first  investigated  by  Drs.  Dunphy  and  Fess  about  one  month 
ago,  when  the  malady  first  made  its  appearance  in  two  herds,  it  has  spread  to  six 
additional  herds  in  the  neighborhood,  having  affected  all  the  cattle  in  each  herd 
except  one  animal  in  a  herd  of  21  cattle. 

On  four  farms  the  swine  became  affected.  On  the  evening  of  October  5  Dr.  Dun- 
phy received  information  from  a  veterinarian  at  Buchanan,  Mich.^  which  is  about 
6  miles  from  Niles,  Mich.,  that  there  were  four  herds  in  that  vicinity  affected  with 
the  disease. 

We  visited  the  eight  herds  near  Niles,  which  were  confined  in  an  area  of  about  2 
miles  square,  and  found  that  in  the  majority  of  the  cattle  the  disease  had  run  its 
eourse,  as  far  the  lesions  in  the  mouth  were  concerned,  but  many  of  the  animala  were 
still  lame. 

The  swine  had  apparently  all  recovered  from  the  mouth  and  feet  lesions. 

The  farm  first  visited  belonged  to  8.  H.  Kohn,  whose  herd  of  eight  cattle  had  all 
been  diseased.  The  last  cow  that  became  affected,  and  which  showed  well-marked 
lesions,  was  drooling  slightly,  with  considerable  foam  at  the  comers  of  the  mouth. 
Two  ulcerouslike  lesions  were  seen  on  the  end  of  the  tongue,  and  a  similar  lesioii 
about  the  size  of  a  dime  on  the  muzzle. 

The  tissues  between  the  digits  of  the  two  fore  and  one  hind  feet  showed  lesioufl.' 
Two  yearlings  showed  healing  lesions  on  dental  pad  and  on  one  hind  foot.  The  dis- 
ease in  this  herd  had  about  run  its  course.  There  were  sheep  and  pigs  on  this  fann, 
¥ut  up  to  the  present  time  have  not  manifested  any  of  the  symptoms  of  the  disease. 

The  second  place  visited  was  the  farm  of  Mr.  Ballard.  He  has  a  herd  of  50  cattle, 
snd  he  reported  that  every  one  of  these  became  affected  with  the  disease.  A  few  of 
ttie  more  recently  affected  animals  were  examined,  and  only  cicatrices  were  found 
m  the  mouth,  but  a  number  of  the  animals  were  still  lame. 

During  the  progress  of  the  disease  in  the  herd  four  calves  died.  The  death  of  three 
of  these  Mr.  Balfard  attributed  to  the  feeding  of  the  milk  from  the  diseased  cows. 
The  cows  are  turned  out  daily  for  exercise  into  the  field  that  is  nearly  bare  of  veg» 
tation. 

Mr.  A.  Stock's  farm  was  next  visited.  He  has  2  cows  and  13  pigs,  which  were  all 
reported  as  having  been  diseased  except  one  cow,  which  was  found  at  the  time  of 
our  visit  to  have  become  recently  affected.  She  showed  numerous  lesions  like  ulcera 
•n  the  muzzle  and  a  few  erosions  on  tongue  and  dental  pad.  There  was  an  accumu- 
lation of  foam  at  corners  of  mouth,  with  slight  drooling,  and  a  few  erosions  on  teats. 

The  pigs  had  apparently  recovered.  Around  the  horn  of  the  feet  were  ridges,  sudi 
as  are  seen  on  feet  of  animals  having  had  laminitis.  The  hogs  were  kept  in  a  lot  that 
was  free  of  any  grasses.  Drs.  Dunpliy  and  Hallman,  at  the  time  they  were  diseased, 
examined  and  report  them  as  having  shown  lesions  similar  to  those  found  in  the 
cattle. 

The  next  farm  visited  was  that  of  Mr.  J.  A.  Gilson.  He  had  four  cattle — two  cows 
and  two  calves.  One  of  the  cows  was  convalescent;  the  others  showed  extensive 
involvement  of  the  muzzle.  The  ulcerouslike  areas  varied  in  size  from  1  to  3  mm. 
in  diameter.  There  were  several  erosions  on  the  dentiU  part  and  one  erosion  on  the 
tongue;  also  lesions  on  the  interdigital  space  of  the  fore  feet.  Two  calves  were  tied 
to  trees  in  an  orchard  which  adjoined  tne  premises  on  which  the  cows  were  kept 
One  of  the  calves  showed  an  irregular  outlined  erosion  just  anterior  to  the  donal 
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ridge  of  the  tongue,  which  was  about  the  size  of  a  silver  dollar;  also  a  smaller  lesion 
near  the  tip  of  the  tongue.  Some  saliva  was  escaping  from  the  mouth.  The  other 
calf  still  remained  free  from  infection. 

The  farm  of  Mr.  Doster  was  next  visited.  There  were  7  cattle  and  10  pigs  on  these 
premises.  All  these  animals  were  reported  as  havine^  had  the  disease.  Two  of  the 
cows  calyed  about  10  days  prior  to  the  termination  of  the  period  of  pregnancy,  and 
both  calves  died. 

We  left  this  place  to  go  to  the  farm  of  Mr.  Unrach,  where  the  disease  first  made  its 
appearance.  He  has  a  herd  of  21  cattle,  and  all  but  one  animal  are  reported  to  have 
been  affected,  six  weeks  having  elapsed  since  the  herd  became  affected.  All  th% 
animals  appeared  to  have  fully  recovered,  as  was  also  th^case  with  the  cattle  belong- 
ing to  Mr.  Hoadly,  at  the  farm  next  visited.  He  had  six  cattle,  all  of  which,  he  said, 
had  been  diseased,  and  the  disease  run  a  complete  course  in  three  weeks.  The  pigs 
owned  by  him  were  also  reported  as  having  been  affected  with  sore  feet.  We  visited 
this  farm  late  Monday  evening,  having  been  informed  that  the  pigs  were  suffering 
from  a  recurrence  of  the  disease.  Upon  our  arrival  we  were  told  by  Mr.  Hoadly  that 
he  suspected  his  hogs  to  be  affected  with  cholera.  We  returned  the  following  morn- 
ing and  found  one  of  the  animals  dead  and  another  in  a  dying  condition.  A  post- 
mortem examination  was  made  of  both  cases  and  the  lesions  found  in  each  were  a 
massive  pneumonia  of  the  cephalic  and  caudal  lobes.  Wliether  this  pneumonic  con- 
dition can  be  associated  with  their  previous  malady  is  problematical. 

Dr.  Dunphy  secured  specimens  from  these  cases  for  further  examination. 

We  proceeded  from  this  place  to  the  farm  of  Mr.  S.  Powden,  who  reported  to  Dr. 
Graham,  local  veterinarian,  that  his  cattle  were  suffering  with  a  foot-and-mouth  dis- 
ease. Here  I  had  the  opportunity  of  seeing  the  disease  in  its  incipiency.  One  cow, 
which  was  first  noticed  to  be  affected  by  Mr.  Powden  on  October  5,  had  only  a  slight 
elevation  of  temi>erature,  exhaustive  lesions  on  outer  surface  of  under  lip,  two  large 
yescicles  containing  a  yellowish  fluid  on  the  muzzle,  the  dental  pad  was  extensively 
involved,  and  a  small  area  on  the  mucous  membrane  inside  of  the  Ups.  The  teats 
showed  numerous  red  spots.  There  was  evidence  of  lesions  between  the  claws  of  one 
fore  foot.  Two  of  the  three  remaining  cows,  which  next  showed  symptoms  as  ob- 
served by  Mr.  Powden,  had  high  temperatures.  One  cow's  temperature  was  only  a 
fraction  less  than  106®.  They  drooled  rather  profusely.  The  lesions  on  the  dental 
pad  were  extensive.  One  of  the  cows  showed  two  erosions  on  the  buccal  mem- 
brane about  1  c.  m.  in  diameter  and  one  area  somewhat  larger  on  the  mucous  mem- 
brane of  the  lower  lip.  The  other  cow  showed  only  slight  lesions  on  the  dental  pad. 
The  flow  of  saliva  from  the  mouth  was  less  pronounced.  Small  red  spots  were  found 
on  the  teats  of  each  of  these  animals.  One  of  these  affected  areas  was  about  5  m.  m.  in 
diameter. 

•  Mr.  Powden  was  asked  if  he  entertained  any  idea  as  regards  the  cause  of  the  disease 
among  his  cattle,  and  he  at  once  replied  that  he  knew  where  it  came  h-om.  He  said 
that  Mr.  Kahn's  cattle  broke  out  oi  their  grazing  lot  onto  his  premises  on  Sunday, 
September  27.  The  other  farmers  expressed  themselves  as  not  having  any  idea  of 
the  cause  that  might  be  responsible  for  the  outbreak  in  their  herds. 

The  disease,  in  all  cases,  seems  to  be  ushered  in  by  an  elevation  of  temperature, 
followed  by  salivation,  inappetence,  and  diminished  secretion  of  milk.  The  affec- 
tion of  the  feet  is  secondary.  Of  all  the  animals  examined  there  was  an  absence  of 
the  small  vescicles  upon  the  mucous  membrane  of  the  mouth,  udder,  and  coronary 
band,  which  characterizes  the  symptoms  of  foot-and-mouth  disease.  On  the  other 
hand,  the  tongue  lesions  of  the  calf  owned  by  Mr.  Gilson  and  the  mouths  of  the  cows 
owned  by  Mr.  Powden  closely  resemble  lesions  described  for  animals  affected  with 
foot-and-mouth  disease.  What  seems  peculiar  about  these  outbreaks  is  the  rapidity 
witii  which  the  disease  spreads  and  its  affecting  all  animals  in  a  herd,  and  its  apparent 
transmissibility  to  swine. 

On  Saturday,  September  26,  Drs.  Dunphy  and  Hallman  secured  material  from 
lesionsof  some  of  the  affected  animals,  and  on  Monday,  September  28,  they  inoculated 
a  caW.  The  injection  was  made  under  the  mucous  memorane,  in  the  supra-anterior 
portion  of  the  dental  pad.  Thursday,  October  1,  the  calf  showed  a  temperature  of 
106.7° .  On  the  morning  of  October  2  its  temperature  was  105.2° ;  in  the  evening  105° ; 
on  the  morning  of  the  3d  it  was  104°,  and  in  the  evening  102.8°.  The  animal  was 
noticed  to  begin  drooling  October  1.  Dr.  Dunphy  reports  the  drooling  to  have  been 
profuse  and  it  continued  for  18  hours.  Three  erosions  were  found  on  the  tongue,  one 
on  the  lip  and  two  anterior  to  the  dorsal  ridge.  At  the  time  Dr.  Dunphy  last  exam- 
ined the  calf  the  feet  lesions  had  not  yet  developed. 

Three  specimens  secured  from  the  lesions  of  affected  animals  at  Niles  were  for- 
warded to  your  address  under  a  separate  cover. 
Very  respectfully, 

E.  P.  SCHAPPTEB, 

Impector  in  Charge. 
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The  Chairman.  Now,  coming  back  to  October  29,  I  understaDd 
that  on  that  date  these  exhibitors  at  the  National  Dairy  Show  were 
notified  that  the  cattle  were  being  detained;  is  that  a  correct  state- 
ment^ 

Dr.  MoiiLER.  On  October  29  ? 

The  Chairman.  Yes;  on  October  29. 

Dr.  MoiiLER.  No,  sir;  not  that  they  were  being  detained. 
^   The  Chairman.  That  they  were  bemg  observed  ? 

Dr.  MoiiLER.  That  fhey  were  being  observed.  Bennett  was  advised 
to  get  in  touch  with  Dr.  Dyson  immediately;  trfging  him  to  hold 
catUe  in  dairy  show  until  November  7  for  observation. 

Mr.  IIawley.  That  means  detention — "hold.'* 

Dr.  Moiiler.  We  had  no  power  to  hold  them  until 

Mr.  Hawley  (interposing).  Woxild  he  not  take  that  to  be  authority 
from  the  department  to  detain  them — "hold"? 

Dr.  MoHLER  (reading).  "Urge  him  (Dyson)  to  hold."  We  did  not 
say  it  was  mandatory. 

Mr.  Anderson.  Who  was  Dr.  Dyson? 

Dr.  MoHLER.  The  State  veterinarian  of  Illinois.  We  say  "Get 
in  touch  with  Dyson  immediately." 

The  Chairman.  And  urge  him  to  detain  the  cattle. 

Dr.  Moiiler.  We  could  not  slaughter  that  herd.  I  repeat,  Dr. 
Dyson  was  the  only  man  who  could  legally  slaughter  the  herd.  We 
had  no  control,  further  than  to  prevent  them  from  crossing  the 
State  line;  and  they  were  under  the  jurisdiction  of  the  State  of 
Illinois.  This  telegram  does  not  say  there  was  anything  mandatory 
about  it;  it  was  simply  to  "urge  him  to  hold  cattle."  It  does  not 
say  to  have  Dr.  Bennett  hold  them. 

Mr.  French.  Is  it  not  a  fact  that  Dr.  Bennett  could  prevent  those 
people  from  shipping  those  cattle  across  the  State  line  ? 

Dr.  Moiiler.  Not  on  October  29. 

Col.  French.  Well,  that  is  our  contention. 

Dr.  Ramsay.  He  could  not  hold  them  until  they  went  across  the 
State  line  ? 

Mr.  Helgesen.  What  was  the  date  of  that? 

Dr.  Mohler.  October  29.  The  other  telegram  was  asking  for 
acquiescence  on  the  part  of  the  management  of  wie  dairy  show;  it  was 
written  the  same  date  to  the  same  man,  Dr.  Bennett: 

Endeavor  to  make  arrangement  with  management  National  Dairy  Show  to  hold  ill 
animals  until  November  7  for  investigation  contagions  disease.     Wire  answer. 

Mr.  Haugen.  What  was  the  date  of  that  ? 

Dr.  Mohler.  October  29,  the  same  date  as  the  other. 

The  Chairman.  Do  you  interpret  that  to  mean  that  you  had  to  get 
the  acquiescence  of  the  management  of  the  dairy  show  before  you 
could  hold  these  animals  ? 

Dr.  Mohler.  No,  but  we  wished  their  assistance;  that  was  the 
mild  one.  The  other  one  put  it  up  to  Dr.  Bennett  to  get  in  touch 
with  Dr.  Dyson  to  urge  him  to  hold  the  animals. 

The  Chairman.  Wliat  answer  did  the  mangement  of  the  dairy 
show  make  to  that  first  telegram  ? 

Dr.  Mohler.  There  is  no  information  here  [indicating]  from  the 
exhibitors  at  all.     They  can  tell  you  about  that  better  than  I  can. 

Mr.  Haugen.  When  did  you  authorize  Dr.  Bennett  to  hold  these 
oattle  ? 
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Dr.  MoHLER.  On  October  29  we  wired  him  to  have  the  State  hold 
them. 

Mr.  Hatjgen.  You  authorized  him  to  hold  them  then  ? 

Dr.  MoHLER.  The  tele^am  does  not  say  that. 

Mr.  Haugen.  When  did  you  communicate  with  the  doctor  over  the 
telephone  ? 

Dr.  MoHLER.  October  28. 

Mr.  Haugen.  And  you  told  him  then  to  keep  his  eye  on  them  ? 

Dr.  MoHLER.  Yes;  to  keep  his  eye  on  them. 

Mr.  Reilly.  Your  information  is  that  you  did  not  authorize  him 
to  hold  them:  simply  told  him  to  urge  the  State  Veterinarian  of 
Illinois  to  hold  them  ? 

Dr.  MoiiLER.  Yes.  Here  [indicating  papers  in  witness's  hand]  is 
the  only  thing  I  can  stand  by,  the  telegram. 

Mr.  Reilly.  Is  it  a  fact  that  you  did  advise  him  to  hold  them? 
Could  you  do  that? 

Dr.  MOH1.ER.  We  could  only  quarantine  them  at  the  State  Une. 

Mr.  Reilly.  Well,  that  is  the  same  thing. 

Dr.  MonLER.  They  could  have  been  sent  to  any  other  point  in 
Illinois,  but  we  could  have  quarantined  them  in  the  dairy  show  bam, 
so  far  as  interstate  shipment  is  concerned. 

Mr.  Anderson.  Did  you  not  do  that  ? 

Dr.  Ramsay.  Not  until  October  31. 

Dr.  MoHLER.  Not  until  October  31,  when  the  stockyards  were 
quarantined;  that  included  the  dairy  show  herd. 

Mr.  Haugen.  But  Dr.  Bennett  held  them  before  that,  on  the  order 
sent  by  you  or  by  the  department,  did  he  not  ? 

Dr.  MoHLEB.  He  and  Dr.  Dyson  together  did;  the  cattle  were  held 
there.  The  telegram  here  [indicating]  shows  it  was  in  conjunction 
with  the  State  veterinarian. 

Mr.  Haugen.  But  I  believe  the  testimony  here  before  the  conmiit- 
tee  is  that  Dr.  Bennett  held  them. 

Mr.  Hawley.  Dr.  Dyson  held  them  within  the  State  of  Illinois, 
and  Dr.  Bennett  held  them  as  to  shipment  out  of  the  State  of  Illinois. 

Mr.  Haugen.  Dr.  Bennett  would  nave  to  cooperate  with  the  State 
veterinarian  ? 

Dr.  MoHLER.  They  were  cooperating. 

Mr.  Haugen.  The  question  is  this:  Were  the  cattle  detained  on 
the  29th  of  October  ? 

Dr.  MoHLER.  On  the  29th;  yes,  sir. 

Mr.  Haugen.  Actually  detamed  ? 

Dr.  MoHLER.  Yes,  sir. 

Mr.  Haugen.  And  no  quarantine  was  issued  until  the  31st? 

Dr.  MoHLER.  The  quarantine  was  issued  on  the  31st;  yes,  sir. 

Mr.  Haugen.  There  was  evidently  a  misunderstanding  between 
Dr.  Bennett  and  the  department;  but  there  is  no  question  about  the 
cattle  having  been  detained  on  the  29th;  and  the  contention  being 
made  here  by  these  gentlemen  is  correct  ? 

Dr.  MoHLER.  I  do  not  know  what  their  contention  is. 

Mr.  Haugen.  Well,  that  the  cattle  were  detained  and  that  they 
asked  permission  to  ship  the  cattle  home 

Mr.  Reilly.  On  the  29th  ? 

Mr.  Haugen.  On  the  29th;  and  no  quarantine  issued  until  the 
31st? 
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Dr.  MoHLER.  When  was  the  show  over  ?  I  believe  the  show  was 
not  over  until  the  31st,  and  I  doubt  very  much  if  these  gentl^nea 
would  have  been  willing  to  take  their  cattle  home  on  the  29th.  That 
would  indicate  that  the  show  did  not  extend  beyond  the  28th. 

Mr.  French.  We  asked  permission  on  the  29th;  and  the  dairy 
show  would  have  been  closed  on  the  29th,  if  that  permission  had  been 
granted.  We  asked  permission,  and  Dr.  Bennett  absolutely  refused 
permission  to  allow  the  animals  to  cross  the  State  line  into  Iowa. 

Mr.  Hauoen.  On  what  date? 

Mr.  French.  On  the  29th. 

The  Chairman.  While  you  are  on  your  feet.  Col.  French,  let  me 
ask  you  this  question:  When  this  telegram  trom  the  department 
reached  Dr.  Bennett  asking  him  to  get  in  touch  with  you  gentle- 
men of  the  dairy  show  to  arrange  some  method  of  observing  your 
cattle,  or  detaining  them,  whatever  it  may  have  been,  what  was  the 
answer  of  you  gentlemen  to  that  ? 

Mr.  French.  A  request  to  be  allowed  to  ship  our  animals  home. 

Mr.  Haugen.  You  are  positive  about  the  date  ? 

Mr.  French.  It  was  Thursday,  the  29th. 

Mr.  Haguen.  You  are  positive  ? 

Mr.  French.  Yes. 

Mr.  Reillt.  You  are  positive  that  it  was  a  wise  order  to  prevent 
you  from  shippii^  the  ammals  home  ? 

Mr.  French.  Vve  have  had  the  knowledge  that  it  was. 

Mr.  Reillt.  You  did  have  the  knowledge  that  it  was  ? 

Mr.  French.  I  now  think  it  was  a  wise  provision. 

Mr.  Reillt.  Then  I  do  not  see  what  complaint  you  have. 

Mr.  Haugen.  But  you  are  complaining  about  the  discriminationi 
are  vou  not  ? 

Mr.  French.  The  discrimination  between  us  and  the  stockyards. 

Mr.  Reillt.  Well,  that  does  not  affect  the  issue;  because  there  was 
other  cattle  going  out  that  might  spread  the  disease  does  not  justify 
your  cattle  going  out. 

The  Chairman.  I  want  to  ask  Dr.  Mohler  a  question  on  that  very 
point.  Did  you  allow  no  shipments  of  other  cattle  out  of  the  Union 
Stock  Yards  on  October  30  ? 

Dr.  Mohler.  Yes,  sir;  the  order  did  not  go  into  effect  as  to  the 
Union  Stock  Yards  until  the  Slst.  But  I  want  to  explain  the  differ- 
ence. 

The  Chairman.  I  wish  you  would  do  so. 

Dr.  Mohler.  The  National  Dairy  Show  was  visited  by  hundreds 
and  thousands  of  people  from  all  quarters — not  onlv  from  this  country, 
but  from  foreign  countries.  I  could  not  begin  to  describe  the  number 
of  people,  farmers  and  stock  owners,  that  went  into  that  dairy  show 
barn;  and  the  danger  of  those  people  bringing  in  infection  from  In- 
diana and  Michigan  was  much  greater  to  the  National  Dairy  Show 
herd  than  it  was  by  people  walking  around  the  open  cattle  pens  in  the 
Union  Stock  Yards.  We  considered  the  danger  from  the  human 
element  in  the  National  Dairy  Show  herd  far  in  excess  of  the  cattle 
element,  either  in  the  National  Dairy  Show  herd  or  the  Union  Stock 
Yards;  and  we  were  taking  precautions  against  that  human  element, 
not  the  cattle. 

The  Chairman .  What  precaution  did  you  take  in  the  way  of  disin- 
fecting your  cars,  and  such  other  precautions  as  you  did  take  with 
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respect  to  those  cattle  that  you  permitted  to  be  shipped  out  of  the 
Union  Stock  Yards  on  October  30  s     Did  you  take  any  precautions  ? 

Dr.  MoiiLER.  Yes,  sir;  Dr.  Mosher  went  into  the  Chicago  Stock 
Yards  from  Blissville  on  the  29th  of  October  and  traced  out  those 
cars  that  had  been  carrying  out  stock  since  October  15,  and  had  the 
railroad  companies  take  them  to  their  disinfecting  places,  like  Elkhart^ 
to  be  disinfected.  Dr.  Bennett  wired  all  cars  would  be  disinfectea 
beginning  October  29. 

The  Chairman.  You  permitted  no  car  to  go  out  of  the  Union  Stock 
Yards  until  it  had  been  thoroughly  disinfected,  on  the  30th  of  October  ? 

Dr.  MoHLER.  Yes,  sir;  that  is  true.  Dr.  Mosher  did  not  get  into 
Chicago  xmtil  the  29th,  and  Bennett  wired  us  that  day  that,  as  re- 
(][uested  in  our  telegram  of  October  29,  already  submitted,  disinfec- 
tion of  all  cars  began  that  same  day. 

The  Chairman.  Well,  you  knew  on  October  29,  and  prior  to  that 
date,  as  far  as  that  is  concerned,  that  there  had  been  iniection  in  the 
stockyards  ? 

Dr.  MoHLER.  Yes,  sir. 

The  Chairman.  And  on  the  30th  you  permitted  cattle  to  be 
shipped  out  of  the  stockyards  ? 

Dr.  MoHLBR.  On  the  30th  this  order  [indicating]  was  in  process  of 
being  sent  out;  we  had  to  have  our  stenographers  write  it  out  and 
the  solicitor  review  it.  Then  it  went  through  the  secretary's  office, 
and  it  took  effect  the  next  day.    That  is  the  history  of  this  order. 

TTie  Chairman.  You  do  not  catch  my  point.  The  point  is,  that 
having  the  information  on  the  29th  that  the  Union  Stock  Yards  had 
been  mfected,  having  traced  the  disease  from  Michigan  back  into  the 
stockyards,  I  am  trying  to  find  out  if  you  took  any  precaution  as  to 
the  cattle  shipped  on  the  30th  to  prevent  the  spreaa  of  the  disease  ? 
Do  you  eaten  what  I  am  trying  to  bring  outl  Did  you  disinfect 
them;  did  you  disinfect  the  cars;  did  you  make  them  ship  in  sealed 
cars? 

Dr.  Mohler.  We  had  no  control  on  the  30th;  but  the  railroads 
willingly  complied  with  our  request  of  October  29  to  disinfect  all  cars. 
We  had  no  authority  to  make  them  disinfect  cars  tmtil  we  could  prove 
that  they  were  exposed,  and  we  had  to  give  them  certain  notice* 
according  to  law.  We  were  complving  with  that  law,  which  required 
an  interval  between  the  time  we  found  the  disease  in  Blissville  and 
the  time  of  the  issuance  and  the  effectiveness  of  this  order. 

The  Chairman.  Now,  on  the  29th  you  detained  the  dairy  show 
stock;  why  did  you  not  have  the  same  authority  to  detain  the 
stockyards  stock  on  the  30th  ? 

Dr.  Mohler.  Well,  as  I  stated  before,  it  had  the  effect  of  retaining 
them;  but  we  were  working  in  cooperation  with  the  State.  It  was 
the  State  that  we  wanted  to  detain  the  dairy  show  herd. 

The  Chairman.  Is  it  your  contention  that  aU  stock  that  left  the 
Union  Stock  Yards  on  tne  30th  of  October  were  for  interstate  ship- 
ment, and  therefore  you  had  no  authority  over  them  until  tne 
quarantine  had  been  declared  ? 

Dr.  Mohler.  That  is  mj  contention;  we  had  no  authority  over 
them  until  we  complied  with  the  law,  and  had  the  notice  sent  out, 
and  had  the  stockyards  people  and  the  railroads  note  the  time  of  the 
effectiveness  of  the  order. 
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Mr.  Reilly.  When  you  sent  that  tel^am  to  your  Chicago  man. 
you  proceeded  at  once  to  get  out  regulations  for  a  quarantine,  dia 
you? 

Dr.  MoHLER.  Yes,  sir. 

Mr.  Reilly.  And  just  as  quickly  as  you  could  i 

Dr.  MoHLEB.  Yes,  sir. 

Mr.  Reilly.  Your  Chicago  man,  with  the  State  authorities,  applied 
that  as  a  quarantine  of  the  dairy  show  cattle  as  soon  as  he  got  it! 

Dr.  MoHLEB.  Yes,  sir. 

Mr.  Reilly.  And  the  order  as  to  the  stockyards  was  gotten  out  as 
soon  as  it  could  be  1 

Dr.  MoHLEB.  Yes,  sir;  as  soon  as  it  could  be. 

The  Chaibman.  This  is  the  whole  situation,  it  seems  to  me:  Did 
the  veterinarian  of  the  State  of  Illinois  detain  any  cattle  other  than 
these  dairy  show  cattle  from  shipment  either  on  tne  29th  or  the  30th 
of  October  ? 

Dr.  MoHLEB.  Not  that  I  know  of. 

The  Chaibman.  Not  that  you  know  of  I 

Dr.  MoHLEB.  No,  sir. 

Mr.  Young.  Just  one  question:  Were  any  of  those  cattle  that  were 
shipped  out  on  the  29th  or  the  30th  shipped  into  interstate  commerce! 

Dr.  MoHLEB.  I  presume  they  were. 

Mr.  Haugen.  They  were  free  to  ship  until  the  31st  ? 

Dr.  MoHLEB.  They  were  free  to  ship  imtil  the  31st. 

Mr.  Haugen.  There  were  no  restrictions  whatever  except  as  to 
the  dairy-show  herd,  and  that  was  not  by  the  authority  of  the  de- 
partment; it  was  simply  that  this  man  Dr.  Bennett  assumed  that  au- 
thority, probably  through  some  misunderstanding. 

Dr.  MoHLEB.   les. 

Mr.  Reilly.  He  considered  that  to  be  a  quarantine,  and  put  it  into 
effect  ? 

Dr.  MoHLEB.  Apparently. 

Mr.  Haugen.  Tnere  is  no  question  about  that,  is  there! 

Dr.  MoHLEB.  No,  sir. 

Mr.  Haugen.  The  herd  was  detained  on  the  29th? 

Dr.  MoHLEB.  Yes,  sir. 

Mr.  Haugen.  And  the  other  cattle  were  permitted  to  be  shipped 
out  without  any  restriction  whatever  ? 

Dr.  MoHLBB.  Yes,  sir. 

Mr.  Haugen.  Not  by  the  department,  but  by  an  employee  of  the 
department  exercising  that  autnority  ? 

'Dr.  MoHLEB.  Yes,  sir. 

The  Chaibman.  I  do  not  understand  that  to  be  Dr.  Mohler's  state- 
ment. Let  me  put  the  proposition  again:  Your  contention  is  that  on 
October  30,  because  of  the  fact  that  the  quarantine  had  not  been  is- 
sued, you  had  no  authority  to  detain  cattle  shipped  from  the  Union 
Stock  Yards  ? 

Dr.  MoHLEB.  That  is  correct. 

The  Chaibman.  That  is  correct? 

Dr.  MoHLEB.  Yes,  sir. 

The  Chaibman.  And  that  on  the  29th  the  dairy  show  herds  were 
detained  upon  the  order  of  the  veterinarian  of  the  State  of  Illinois? 

Dr.  MoHLEB.  Yes,  sir;  that  is  right. 
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Mr.  Haugen.  No;  not  the  State  of  Illinois.  The  statement  is  that 
it  was  by  Dr.  Bennett,  who  represented  the  department. 

Dr.  MoHLER.  Well,  thev  were  working  together.  As  this  telegram 
[indicating]  shows,  we  asked  Dr.  Bennett  to  urge  Dr.  Dyson,  State 
veterinarian  of  Illinois,  to  hold  those  cattle;  and  they  worked  in  har- 
mony.   What  orders  went  out  from  the  Illinois  office  I  could  not  say. 

Mr.  Anderson.  You  recognized  when  you  sent  that  telegram  that 
you  did  not  have  authority  to  quarantine,  and  you  were  asking  the 
State  veterinarian  to  do  it  'i 

Dr.  MoHLER.  That  is  why  it  was  sent  in  this  form. 

Mr.  Reilly.  If  your  telegram  to  Dr.  Bennett  could  have  carried  a 
quarantine  in  the  first  instance,  would  it  have  carried  it  ? 

Dr.  MoHLER.  It  could  not. 

}St.  Reilly.  But  if  it  could  ? 

Dr.  MoHLER.  I  suppose  it  would  have,  yes. 

Mr.  Reilly.  You  went  as  far  as  you  could  at  that  time  ? 

Dr.  MoHLER.  That  is  absolutely  true. 

Mr.  Reilly.  And  he,  of  his  own  motion  and  discretion,  put  the 
quarantine  in  effect;  and  you  closed  it  the  next  day  or  so  with  the 
r^ular  quarantine  of  the  department  ? 

Ut.  Mohler.  I  will  not  say  it  was  at  his  own  discretion. 

Mr.  Reilly.  Yes:  but  he  did  do  it;  and  the  fact  of  the  matter  is 
that  he  did  the  right  thing  under  the  circumstances,  as  the  gentle- 
man here  [indicating]  admits. 

Mr.  Haugen.  Were  the  cattle  detained  by  Dr.  Bennett,  or  by  the 
State  veterinarian  ?  Dr.  Mohler  says  by  the  State  veterinarian,  and 
the  gentlemen  here  say  by  Dr.  Bennett.  Dr.  Bennett  represented 
the  aepartment. 

Dr.  MOHLER.  Dr.  Bennett  would  not  let  them  go  without  the  State, 
and  Dr.  Dyson  would  not  let  them  go  within  the  State. 

Mr.  Haugen.  Then  you  agree  tnat  the  cattle  were  detained  by 
youi*  representative  ? 

Dr.  Mohler.  Yes,  sir. 

Mr.  Haugen.  Prior  to  the  quarantine  ? 

Dr.  Mohler.  On  October  29. 

Mr.  Haugen.  And  that  was  without  the  authority  of  the  depart- 
ment, and  without  the  authority  of  law?  The  department  is  not  to 
blame  for  that,  because  they  nave  thousands  of  people  employed 
all  over  the  country. 

Dr.  Mohler.  Well,  I  think  that  is  true. 

Mr.  Moss.  Here  is  a  question  I  want  to  settle,  whether  or  not  the 
telegram  to  Dr.  Bennett  from  the  department  gave  him  authority 
to  quarantine  this  herd.  It  does  not  make  any  difference  what  he 
did;  the  question  is  what  authority  the  Department  of  Agriculture 
conferred  upon  Dr.  Bennett  by  this  telegram. 

Dr.  Mohler.  The  SoUcitor  is  here  and  can  answer. 

Mr.  McLaughlin.  He  is  here  himself  and  can  answer. 

Mr.  Haugen.  No  authority  could  be  conferred;  but  the  injustice 
was  done. 

Mr.  Hawley.  Suppose  that  in  the  matter  of  these  dairy-show  cat- 
tle, on  the  29th  or  30tn  of  October — the  30th — the  dairymen  had  made 
an  arrangement  with  the  State  veterinarian  that,  so  far  as  he  was 
concerned,  he  would  not  object  to  their  moving  the  cattle  if  they  put 
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them  in  sealed  cars  and  shipped  them  out  of  the  State  of  Illinois  at 
once,  would  you  have  held  Dr.  Bennett,  under  your  telegram,  to  have 
been  remiss  m  his  duty  if  he  had  allowed  them  to  go  into  interstate 
commerce  ? 

Dr.  MoHLER.  No,  sir;  he  could  not  have  been  held  responsible;  we 
could  not  have  made  him  responsible  on  the  wording  of  that  telegram. 

Mr.  Reilly.  But  if  you  had  had  the  power  then  and  there  to  hold 
them,  you  would  have  stopped  them  from  going  out? 

Dr.  MoHLER.  We  would  nave  stopped  them,  and  this  [indicating] 
is  as  near  that  power  as  we  could  get. 

Mr.  Haugen.  You  would  have  stopped  not  only  the  dairy-show 
herd,  but  them  all  ? 

Dr.  MoHLER.  No,  sir;  for  two  reasons.  I  explained  that  the  dan- 
ger in  the  case  of  the  dairy  herd  was  much  more,  from  the  human 
element,  with  so  many  thousands  of  visitors,  and  also  because  these 
cattle  were  retmning  to  the  finest  dairy  herds  in  a  large  number  of 
States. 

Mr.  Hauoen.  You  agree  that  there  was  discrimination,  but  that 
was  the  reason  for  it  ? 

Dr.  MoHLER.  I  do  not  agree  that  there  was  any  discrimination  by 
the  department. 

Mr.  Reillt.  The  gentlemen  claimed  that  there  was  discrimina- 
tion after  the  order  was  issued,  in  defiance  of  the  order. 

Mr.  Hauoen.  The  discrimination  occurred  between  the  29th  and 
the  31st,  if  there  was  a  discrimination. 

Dr.  MoHLER.  That  is  a  point 

Mr.  Hauoen  (interposing).  That  occurred  at  that  time,  and  there 
was  a  reason  which  he  gives. 

Mr.  Spann.  Dr.  Mohler  says  that  there  was  more  danger  from  the 
dairy  show  than  from  the  Union  Stock  Yards;  yet  he  says  the 
infection  was  traced  back  to  the  Union  Stock  Yards;  and  I  think 
he  admits  that  on  the  28th,  29th,  and  30th  there  was  no  disea&e  in 
the  cattle  in  the  dairy  show. 

Dr.  Mohler.  Yes,  sir;  it  was  in  there,  because  the  first  cow  showed 
symptoms  on  the  1st  of  November;  and  that  is  proof  positive  that 
infection  was  in  the  barn  on  the  dates  mentioned. 

Mr.  Spann.  Well,  do  you  not  think  that  was  a  long  period  of 
incubation  ? 

Dr.  Mohler.  No,  sir;  not  in  this  particular  outbreak;  no  animal 
at  that  time  came  down  with  such  a  short  period  of  incubation. 
We  were  then  dealing  with  the  disease  in  a  very  mild  form.  The 
dairy  show  people  will  state  that  their  herd  was  affected  by  a  very 
mild  form  of  'tne  disease,  and  mild  forms  generally  run  to  a  long 
period  of  incubation. 

Mr.  Spann.  You  knew  that  they  had  it  in  the  Chicago  Stock  Yards, 
did  you  not? 

Dr.  Mohler.  The  first  animal  in  the  Union  Stock  Yards  infected 
was  a  Holstein  cow  of  the  National  Dairy  Show  herd;  and  two  days 
after  that  the  feeders  in  this  bunch  of  616  that  were  held  in  Quar- 
antine by  the  order  of  October  31  developed  the  disease.  These 
feeders  are  now  buried  in  the  Union  Stock  Yards  under  7  feet  of  aoU. 

Mr.  Spann.  But  these  cattle  shipped  out  on  the  19th  had  the  dis- 
ease, and  you  evidently  knew  that. 
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Dr.  MoHL£B.  As  I  explained,  there  were  two  conditions  possible, 
either  an  infected  car  or  infected  yards — and  nobody  knows  to-day 
which  it  was.     We  suppose  now  that  it  was  infection  in  the  yards. 

Mr.  Heloesen.  I  understood  you  to  say  that  on  the  15th  of  Octo- 
ber you  sent  a  night  letter  to  the  department  ? 

Jjir.  MoHLER.  Yes,  sir. 

Mr.  Heloesen.  That  there  were  herds  with  symptoms  of  foot-and- 
mouth  disease  at  Niles  ? 

Dr.  MoHLER.  Yes,  sir. 

Mr.  Heloesen.  And  what  was  the  date  of  the  long  letter  about 
which  Mr.  Anderson  asked  ? 

Dr.  MoHUSR.  I  could  not  tell  you  the  date,  but  it  was  received  on 
October  10 — Saturday  afternoon. 

Mr.  Heloesen.  Mr.  Anderson  has  called  for  the  original  letter. 

Dr.  MoHLER.  Yes;  that  will  be  produced. 

Mr.  Helgesbn.  As  I  understand,  in  that  letter  there  was  referenoei 
to  the  fact  that  there  w^e  symptoms  of  foot-and-mouth  disease*  in 
Niles,  Mich.  ? 

Dr.  Mohleb.  It  was  stated  in  there  that  there  w^re  reascms  why* 
the  disease  could  be  foot-and-mouth  disease,  and  oth^  reasons  why 
it  c<mld  not. 

Mr.  Heloesen.  And  that  was  on  the  15th  of  October  that  yoir 
sent  a  night  message  that  it  was  foot-and-mouth  disease,  and  that 
was  received  on  the  16th  by  the  department  ? 

Dr.  MoHLEB.  Yes,  sir. 

Mr.  Heloesen.  Now,  do  you  hold  that  if  Dr.  Bennett  refused  to. 
allow  these  cattle  to  be  put  in  sealed  cars  and  shipped  out  of  the  State 
that  was  in  excess  of  his  authority  ?  You  say  ne  did  not  have  any 
authority  on  the  29th? 

Dr.  Mohler.  No,  sir;  this  [indicating  paper  in  witness's  hands}; 
was  the  nearest  authority  we  could  give  him  under  the  conditions. 

Mr.  Heloesen.  Then,  if  he  refused  on  the  29th  he  exceeded  hi» 
authority  in  doin^  so  ? 

Dr.  Mohler.  He  was  working  in  harmony  with  the  State. 

Mr.  Heloesen.  I  understand. 

Dr.  Mohler.  There  was  no  pressure  brought  to  bear  by  the 
exhibitors.  There  was  none  untu  the  desire  to  slaughter  one  or  two- 
of  the  animals  came  up.     Before  that  there  was  no  difficulty. 

Mr.  Heloesen.  But  the  statement  has  been  made  that  they  asked 
p^mission  to  ship  the  cattle  out  on  the  29th,  and  permission  wa» 
refused  by  Dr.  Bennett.  Now,  you  say  he  did  not  have  authority, 
and  if  he  did  do  that  he  exceeded  his  authority,  as  to-  intarstMba 
shipments  1 

Dr.  Mohler.  I  do  not  know  how  I  can  explain  it  more  dearly  thaa- 
I  have  done. 

Mr.  Heloesen.  Well,  did  he  have  any  authority  to  refuse  to  allow 
those  cattle  in  interstate  shipment  on  the  29th  ? 

Dr.  Mohler.  No,  sir;  no  authority.  There  are  certain  conditions 
that  have  to  be  carried  out  before  it  is  legal,  and  a  telegram  of  th]a> 
kind  can  not  be  considered  a  legal  order  establishing  a  quarantine. 
The  chief  of  the  bureau  can  not  cause  an  interstate  quarantine  to  be 
issued  on  a  telegram. 

Mr.  Heloesen.  Can  not  the  Secretary  telegraph  legal  authority  V 

Dr.  Mohler.  I  will  leave  that  to  the  Solicitor:  I  am  not  a  lawyer; 
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The  Chairman.  Letme  put  into  the  record  the  law  on  the  subject: 

That  the  Secretary  of  Agriculture  is  authorized  and  directed  to  quarantine  any 
State  or  Teiritory  or  the  District  of  Columbia,  or  any  portion  of  any  State  or  Territory 
or  the  District  of  Columbia,  when  he  shall  determine  the  fact  that  cattle  or  other  live 
stock  in  said  State  or  Territory  or  the  District  of  Columbia  are  infect^  with  any 
contagious,  infectious,  or  communicable  disease. 

(Thereupon,  at  12.30  o'clock  p.  m.,  the  committee  took  a  recess 
until  2  o'clock  p.  m.) 

AFTER  BE0ES8. 

STATEMENT  OF  DB.  J.  K.  MOHLEBr— Continued. 

The  Chairman.  Dr.  Mohler,  I  think  we  had  gotten  to  October  in 
your  testimony  this  morning;  and  we  had  about  exhausted  the  ques- 
tion of  discrimination  between  the  different  classes  of  cattle.  Will 
you  carry  your  statement  a  little  further  on  until  you  get  to  the  point 
where  the  quarantine  was  made  effective  and  for  a  few  days  after  that; 
what  happened  ? 

Dr.  MoHLEB.  I  believe,  Mr.  Chairman,  I  had  reached  the  point 
where  the  inspectors  were  bein^  sent  out,  looking  after  the  stockers 
and  feeders  that  had  left  the  Cnicago  Stock  Yards  after  the  15th  of 
October.  As  fast  as  they  traced  these  animals  to  their  different 
points  of  destination  the  disease  started  to  be  uncovered  in  the 
Tarious  States. 

Mr.  Haijgen.  Dr.  Mohler,  Mr.  Helgesen  asked  one  question  which  I 
ck)  not  believe  was  answered.  It  has  been  attempted  to  prove  that 
Dr.  Bennett  exceeded  his  authority  in  what  he  did  in  holding  the  stock. 
Ii^  that  admitted — that  the  stock  was  held  or  detained  by  Dr.  Bennett  I 
Do  you  concede  that  point — that  he  detained  the  stock  without 
authority  1  Did  he  exceed  his  authority  t  I  think  that  is  a  matter 
tiiat  ought  to  be  cleared  up. 

Dr.  MoHLER.  I  thought  I  made  that  plain,  that  no  telegram  would 
ftave  the  effect  of  a  quarantine. 

Mr.  Haugen.  There  might  be  a  question  of  whether  the  stock  was 
detained  by  Dr.  Bennett;  that  is,  by  authority  from  the  department. 

Dr.  MoHLER.  The  State  of  Illinois  had  control  of  the  local  situation. 

Mr.  Hauoen.  I  do  not  think  it  is  fair  to  bring  in  the  State  of 
Illinois  in  this  matter,  because  Dr.  Bennett  had  the  same  jurisdiction 
Qver  interstate  shipments. 

Dr.  Mohler.  That  is  true. 

Mr.  Haugen.  All  these  were  interstate  shipments,  as  I  understand 
it.  They  went  beyond  the  State  line,  and  the  only  one  that  could 
ex^cise  authority  in  that  event  would  be  Dr.  Bennett. 

Dr.  Mohler.  Not  entirely.  A  number  of  those  cattle  belonged  to 
Dlinois  fanners. 

Mr.  Haugen.  But  take  those  outside  of  the  State  shipments.  Let 
UB  consider  those  shipments  that  went  outside  of  the  State,  the  inter- 
state shipments. 

Dr.  Mohler.  There  were  some  interstate  shipments. 

Mr.  Haugen.  These  people  testifv  the  stock  was  detained  by  Dr. 
Bennett.  Your  telegram  showed  he  had  no  authority,  and  if  he 
did  detain  the  stock  he  there  exceeded  his  authority. 
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Mr.  McLaughlin.  But  this  witness  says  he  does  not  know  of  his 
personal  knowledge  what  Dr.  Bennett  did  at  that  time,  and  as  to 
the  legal  question,  he  prefers  the  solicitor  of  the  department,  who  is 
here,  to  answer  that  instead  of  himself. 

Mr.  Hauoen.  I  do  not  ask  that  he  pass  on  the  legal  question,  and 
I  do  not  bring  this  up  to  the  embarrassment  of  the  department,  but 
it  is  one  question  that  ought  to  be  cleared  up. 

Dr.  MoHLEB.  Dr.  Bennett  had  absolutely  no  authority  to  quaran- 
tine the  herd. 

Mr.  Hauoen.  If  it  is  not  admitted,  it  would  be  nothing  more  than 
fair  that  these  gentlemen  here  would  be  permitted  to  introduce 
additional  evidence.  There  were  some  25  people  present  at  the  time, 
as  I  understand,  and  undoubtedly  if  the  testimony  of  these  two  gen- 
tlemen can  not  be  accepted,  then  they  ought  to  be  permitted  to 
introduce  further  evidence. 

Mr.  Moss.  Do  you  take  the  position  that  Dyson  could  not  have 
prevented  the  shipment  of  these  dairy  cattle  away  from  Chicago, 
even  tliough  they  had  been  intended  to  go  into  interstate  shipments  i 

Mr.  Hauoen.  That  is  not  a  question  that  is  involved  here.  The 
question  is.  Did  Dr.  Bennett  detain  these  cattle  t 

Mr.  Moss.  I  understand  you  take  the  position  that  if  the  cattle 
were  held  at  Chicago,  they  necessarily  had  to  be  held  there  by  Dr. 
Bennett,  because  of  tne  fact  they  were  going  in  interstate  shipments. 
The  question  I  am  bringing  up  is,  Would  not  Dyson  himself  have  the 
autliority  to  hold  these  cattle  there,  and  refuse,  on  the  part  of  Illi- 
nois, to  permit, them  to  be  shipped  away  from  there,  even  if  they 
were  going  in  interstate  shipments  ? 

Mr.  Hauoen.  The  question  for.  us  to  determine  is,  Who  held  the 
cattle  t 

Mr.  Anderson.  The  only  testimony  in  the  record,  so  far  as  I  can 
recall,  is  that  these  gentlemen  say  they  asked  Dr.  Bennett  whether 
he  would  permit  them  to  ship  their  cattle  home,  and  he  said  he  would 
not.  That  is  all  there  is  to  it.  Nobody  can  dispute  that  except 
Dr.  Bennett;  and  he  is  not  here. 

Mr.  Hauoen.  If  you  do  not  accept  the  statement  of  these  gentle- 
men, will  it  be  necessary  to  introduce  additional  evidence  ?  It  seems 
to  me  that  is  the  sole  way  of  ascertaining,  if  you  do  not  know  whether 
the  stock  was  detained  by  Dr.  Bennett. 

Mr.  McLauohlin.  As  to  the  department  accepting  it,  we  want  to 
know  whether  that  statement  is  true  or  not.  I  am  not  reflecting  on 
the  statements  made  by  these  gentlemen,  but  if  any  doubt  arises  in 
our  minds  as  to  the  correctness  of  the  statement,  we  would  not  take 
it  from  Dr.  Mohler;  we  would  take  it  from  Dr.  Bennett,  who  was 
present  and  made  the  statement  himself. 

Mr.  Hauoen.  So  far  we  have  only  ex  parte  evidence. 

The  Chairman.  No  ;  I  think  not.  I  think,  as  far  as  the  depart- 
ment itself  is  concerned,  their  documentary  evidence  shows  that  what- 
ever Dr.  Bennett  did  before  the  31st  day  of  October  was  done  upon 
his  own  initiative,  although  the  telegrams  and  letters  of  the  depart- 
ment suggested  to  Dr.  Bennett  a  code  of  procedure  imder  the  laws  of 
the  State  of  Illinois. 

Dr.  Mohler.  Precisely.  That  is  absolutely  correct,  and  that  is  all 
the  Department  of  Agriculture  can  do.  It  has  control  over  interstate 
shipments  solely. 
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Mr.  Haugen.  The  State  authority  has  nothing  to  do  with  these 
shipments.  That  comes  absolutely  under  the  jurisdiction  of  the 
Department  of  Agriculture,  and  there  is  a  difference  between  State 
and  interstate  shipments. 

Mr.  Anderson.  If  they  coidd  not  leave  the  bam  they  could  not  go 
into  any  shipment,  either  State  or  interstate. 

The  Chairman.  The  point  I  make  is  this:  That  until  the  quaran- 
tine is  declared  by  the  Secretary  of  Agriculture,  whatever  Dr.  oennett 
may  have  done  was  beyond  ms  power  in  view  of  the  documentary 
evidence  which  the  department  has  presented  this  morning;  and  even 
though  the  department  had  commanded  him  to  do  these  things,  he 
could  not,  imder  the  law,  have  done  them  mitil  the  quarantine  was 
declared  effective. 

Mr.  McLaughlin.  That  is  clear  enough;  but  if  we  are  going  to  go 
further  than  the  statements  of  these  gentlemen  as  to  what  Dr.  Bennett 
did,  we  must  get  that  information  from  Dr.  Bennett  himself.  This 
witness  can  not  tell  anything  about  that.  He  has  told  us  of  the  docu- 
ments issuing  from  the  Department  of  Agriculture  to  Dr.  Bennett. 
We  know  the  force  and  effect  of  those  as  well  as  anybody  does. 

The  Chairman.  Certainly. 

Mr.  McLaughlin.  But  I  submit  this  witness  can  not  tell  what 
Dr.  Bennett  did. 

Mr.  Haugen.  Then  I  suggest  that  the  chairman  direct  a  tel^ram 
to  Dr.  Bennett  and  ask  the  question  point  blank,  and  let  us  know 
what  he  says. 

Mr.  Reilly.  I  suggest  that  this  testimony,  as  it  seems  to  me,  is 
entirely  irrelevant,  because  there  is  no  one  seriously  contesting  the 
wisdom  of  Dr.  Bennett's  action.  The  gentlemen  appearing  here  from 
Iowa  have  admitted  the  proper  thing  was  done.  What  is  the  use  of 
going  into  that  matter  as  to  why  he  did  it?  • 

Mr.  McLaughlin.  On  that  point,  Mr.  Chairman,  I  think  it  is  not 
unfair  to  say  that  Col.  French  stands  alone  on  that  proposition.  In 
his  judgment  the  cattle  should  have  been  held  there.  The  gentlemen 
associated  with  him  differ  from  him.  He  is  practically  the  only  one 
who  thinks  the  department  acted  exactly  right. 

Mr.  Hawlet.  1  suggest  that  Mr.  McLaughlin  ask  that  question  of 
Col.  French  and  get  ms  statement  in  the  record  in  reference  to  that 
matter  from  Col.  French. 

Mr.  Reilly.  But  you  have  it;  it  is  on  the  record  twice  already. 

Mr.  McLaughlin.  What  have  you  to  say  on  that  proposition 
Col.  French  ? 

Mr.  French.  My  statement  is,  Mr.  Chairman,  in  view  of  the  fact 
that  agents  of  the  Department  of  Agriculture  knew  that  the  foot-and- 
mouth  disease  was  so  prevalent,  and  which  the  owners  did  not  know, 
that  they  were  justified  in  keeping  the  cattle.  That  is  my  own 
opinion.  That  is  my  opinion  about  it.  My  opinion  on  the  29th  dav 
of  October  was  that  it  was  an  outr^e,  because  I  had  not  the  knowl- 
edge which  the  department  had.  Gentlemen,  I  am  trying  in  every 
way  that  I  can  not  to  cast  any  reflection  upon  the  Department  of 
Agriculture,  and  any  reflections  that  have  been  made  on  Dr.  Bwmetl 
have  been  simply  the  facts  to  prove  our  case.  My  associates  do  not 
agree  with  me  on  the  proposition  that  the  department  acted  ri^t 
even  at  that  time. 
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Mr.  Hawley.  Do  any  of  them  agree  with  you  on  that  point? 

Mr.  French.  None  of  them. 

The  Chairman.  You  do  not  agree  with  that,  Mr.  Spann? 

Mr.  Spann.  No,  sir.  I  think  tney  acted  as  they  thought  was  best, 
but  I  do  not  agree  that  it  was  best.  At  that  time  there  was  no  infec- 
tion that  we  Imew  of,  and  the  further  fact  is  that  when  infection  did 
break  out,  there  was  one  cow  in  a  remote,  far  end  of  the  bam,  and 
that  would  have  been  the  only  animal  that  would  have  been  infected 
if  the  cattle  had  been  shipped  home. 

Mr.  Reilly.  Do  you  think  all  of  the  cattle  should  have  been  let  go 
at  that  time? 

Mr.  Spann.  I  think  so. 

Mr.  Reilly.  Were  there  not  other  cattle  near  that  cow  that  was 
infected  ? 

Mi\  Spann.  That  cow  was  not  infected  at  that  time,  as  far  as  any- 
body knows. 

Mr.  Reilly.  It  came  out  a  few  days  afterwards  ? 

Mr.  Spann.  Yes. 

Mr.  Reilly.  Are  you  prepared  to  swear  there  would  not  any  danger 
have  come  from  letting  this  animal  go  out? 

Mr.  Spann.  Nobody  could  do  that. 

Mr.  Reilly.  Was  it  not  a  wise  precaution  to  keep  them  there? 

Mr.  Spann.  In  my  opiniom  it  was  a  mistake.  They  thought  it  wise, 
and  I  may  be  mistaken. 

Mr.  Reilly.  Why  was  it  necessary  for  your  State  agricultural  sec- 
retary to  guarantee  to  take  the  cattle  out  in  sealed  cars  ? 

Mr.  Spann.  As  a  precaution  against  any  outbreak  at  aU. 

Mr.  Reilly.  Why  not  leave  them  where  they  were  to  guard  against 
infection,  and  as  a  precaution? 

Mr.  Spann.  Because,  in  agreement  with  me  and  others,  the  gen- 
tlemen believed  these  cattle  had  the  disease,  and  if  you  brought 
them  home  they  would  be  all  right,  and  it  was  just  an  excuse  of  cau- 
tion in  case  they  did  have  it. 

The  Chairman.  If  you  had  had  at  that  time  the  information  tiiat 
Dr.  Mohler  and  the  officials  of  the  Department  of  Agriculture  had 
at  that  time,  would  you  have  thought  it  wise  to  have  released  these 
cattle  and  send  them  broadcast  over  the  country  ? 

Mr.  Spann.  Yes,  sir-  I  would.  I  do  not  think  there  was  any 
danger.  They  evidently  did  not  think  there  was  any  danger,  because 
they  left  the  feeding  cattle  go  out  after  that. 

The  Chairman.  Proceed  with  your  statement.  Dr.  Mohler. 

Dr.  Mohler.  In  connection  with  what  has  been  said,  I  would  like 
to  read  a  telegram  from  Dr.  Bennett,  dated  on  the  4th  of  November. 
TTiat  was  three  days  after  the  first  cow  showed  lesions: 

Eleven  show  cowb  affected.    One  with  new  herd. 

These  cattle  would  not  have  reached  Kentucky  or  whatever  dis- 
tant State  they  came  from  before  they  would  have  shown  the  disease. 

Mr.  Reilly.  What  was  the  date  of  that  telegram? 

Dr.  Mohler.  November  4. 

Mr.  Spann.  If  they  had  been  let  out  on  the  29th,  they  would  have 
reached  home. 

Dr.  Mohler.  No,  sir;  the  period  of  incubation  of  the  disease  at 
that  time  was  much  longer  than  that.    You  would  have  carried 
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diseased  cattle  to  the  best  dairy  herds  of  the  country.  There  is  as 
much  danger  to  your  valuable  nome  herds  as  there  is  to  any  other 
kind  of  a  nerd,  and  these  cattle  that  were  going  to  be  disbanded 
and  sent  all  over  the  country  would  have  carried  infection  to  other 
herds  worth  a  millon  dollars.  There  was  a  great  deal  more  danger 
of  taking  the  infection  back  to  this  very  lancy  dairy  stock  than 
there  was  from  letting  the  cattle  remain  m  the  Union  Stock  Yards 
and  go  to  slaughter  or  go  as  feeders  and  breeders. 

Mr.  Spann.  1  may  possibly  be  mistaken  about  that,  of  course. 

Dr.  MoHLER.  If  you  took  the  cattle  home  and  infected  your  Ken- 
tucky herd,  your  home  herd  would  be  in  the  same  condition  as  your 
herd  in  the  dairy  show  ? 

The  Chairman.  After  all,  that  is  a  matter  of  opinion  and  individual 
judgment. 

Dr.  MoHLER.  Certainly. 

The  Chairman.  Proceed  with  your  statement,  Dr.  Mohler. 

Dr.  Mohler.  In  connection  with  these  telegrams  read  this  morn- 
ing with  reference  to  quarantine  of  the  dairy  snow  herd  in  the  stock- 
yards, I  find  another  telegram  that  is  dated  the  following  day,  Octo- 
ber 31,  addressed  to  Dr.  Dyson,  which  further  shows  the  department's 
attitude.    This  was  to  the  State  veterinarian,  Springfield,  HI. : 

Order  quarantining  Chicago  yards  will  be  issued  to-day.  Request  you  to  hold 
cattle  in  aairv  show  until  November  7.  for  observation.  Important  all  these  animaU 
be  known  to  be  healthy  before  disbanding. 

The  following  day  the  first  cow  in  the  dairy  show  developed  the 
disease.  This  is  merely  to  further  substantiate  the  telegrams  I  read 
this  morning. 

The  Chairman.  You  are  confirming  the  position  of  the  department 
all  the  way  through,  that  it  had  been  acting  through  Dr.  Dyson  under 
the  authority  of  tne  State  law  ? 

Dr.  Mohler.  Yes,  sir. 

The  Chairman.  Until  your  quarantine  was  declared  on  the  31st  of 
October  ? 

Dr.  Mohler.  That  is  precisely  the  point  I  wish  to  make. 

The  Chairman.  All  right.  Doctor;  go  ahead. 

Dr.  Mohler.  The  next  quarantine  order  was  issued  on  November  2, 
and  in  this  quarantine  order  the  entire  States  of  Indiana  and  Michi- 
gan, as  well  as  those  of  Illinois  and  Pennsylvania,  were  included,  and 
the  quarantine  orders  proceeded.  I  do  not  know  whether  you  want 
to  know  the  exact  dates  of  these  various  quarantine  orders  for  the 
different  States  ? 

The  Chairman.  It  would  not  be  a  bad  idea  to  put  them  in  the 
record.     I  do  not  know,  however,  that  you  need  to  read  them. 

Mr.  Anderson.  You  do  not  want  to  put  all  those  statements  in  the 
record,  do  you,  Mr.  Chairman  ? 

The  Chairman.  No;  not  the  statements,  but  the  dates  of  the  state- 
ments and  what  they  refer  to. 

Dr.  Mohler.  On  November  4  Maryland  and  New  York  were  quar- 
antined, on  November  5  Wisconsin  and  Ohio,  on  November  6  xowa 
and  Massachusetts,  on  November  9  Delaware,  New  Jersey,  and  Rhode 
Island,  on  November  10  Kentucky,  on  November  16,  Connecticut  and 
Montana,  on  November  27  Loudoim  County,  Va.,  December  1  coun- 
ties in  New  Hampshire,  and  on  February  1  four  counties  in  Kansas. 
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To  merely  illustrate  the  intensely  contagious  character  of  this  dis- 
ease I  would  like  to  refer  to  the  outbreak  that  occurred  in  the  State  of 
Kansas  as  late  as  February  1.  Twenty-six  Holstein  cattle,  oririnated 
at  the  State  asylum  at  Fond  du  Lac  County,  Wis.,  a  county  that  has 
never  been  infected  and  a  herd  that  never  had  any  opportunity  of 
becoming  exposed.  When  those  26  Holstein  cattle  reacned  Chicago 
to  be  transferred  from  the  Northwestern  Kailroad  to  the  Santa  Fe,  it 
was  found  that  the  proper  health  certificate  had  not  been  obtained 
from  the  State  authority,  and  the  stock  had  to  wait  there  34  hours 
until  the  owner  obtained  the  proper  health  certificate  from  Wisconsin. 
During  these  34  hours  he  visited  the  Chicago  Stock  Yards  and  went 
back  to  his  car,  and  eight  days  after  the  animals  arrived  at  south- 
western Kansas,  the  disease  broke  out  among  them.  Now  we  have 
the  State  of  Kansas  infected. 

Mr.  Reilly.  Is  there  any  of  that  disease  in  Wisconsin  at  all  ? 

Dr.  MoHLER.  There  are  no  live  animals  affected  now.     The  work 
is  in  very  fine  condition  in  Wisconsin  and  has  been  since  Christmas 
Indiana  and  Michigan  are  in  the  same  fine  condition. 

Mr.  Cooper.  There  was  a  new  case  broke  out  in  the  county  of  Rock 
on  the  29th  of  December. 

Dr.  MokLER.  Yes;  that  is  true.  There  have  been  several  new 
cases,  but  the  condition  is  very  good,  and  we  are  releasing  counties 
right  along  in  the  State  of  Wisconsin. 

T^Tie  Chairman.  Dr.  Mohler,  before  we  took  the  noon  recess,  yoa 
made  some  suggestion  that  an  injunction  had  been  gotten  out  bj 
somebody  in  reference  to  the  killing  of  these  cattle  in  the  stock- 
yards or  somewhere  else.     What  was  that  ? 

Dr.  MoHLER.  It  was  not  quite  that,  Mr.  Chairman.  I  said  there 
was  no  controversy,  so  far  as  we  knew,  with  the  dairy  show  owners 
about  holding  the  animals  there  for  a  period  of  seven  days,  or  in  fact 
any  other  objection  from  the  exhibitors,  until  the  Department  of 
Agriculture  desired  to  kill  the  first  few  animals  that  came  down 
with  the  disease,  and  then  we  received  a  telegram  signed  by  Mr. 
Goodwin,  I  beUeve,  an  attorney  for  the  exhibitors,  in  wiich  he  said 
that  such  procedure  would  not  be  permitted. 

The  Chairman.  Was  there  ever  any  intention  expressed  or  thought 
of  by  the  department  with  reference  to  destroying  the  entire  dairy 
exhioit  ? 

Dr.  Mohler.  No,  sir;  that  never  was  the  intention  of  the  depart- 
ment. The  order  went  out  first  to  destroy  this  first  Holstein  cow 
that  came  down.  It  was  thought  that  if  we  could  slaughter  the  first 
few  Holstein  animals  that  had  come  down  with  the  disease,  we  would 
prevent  95  per  cent  of  the  virus  remaining  on  top  of  the  ground  and 
causing  infection  of  other  animals. 

The  Chairman.  When  your  intention  in  that  regard  became  known, 
you  received  this  telegram  from  the  attorney  representing  these 
people  ? 

Dr.  Mohler.  Yes,  sir. 

The  Chairman.  That  they  would  proceed  into  the  courts  and 
prevent  your  doing  it? 

Dr.  Mohler.  I  do  not  recall  just  the  wording  of  the  telegram,  but 
it  was  words  to  that  effect,  that  there  would  be  an  injunction  ready 
to  be  served  on  the  maa  that  would  endeavor  to  lead  out  the  first 
animal. 
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Mr.  Haugen.  Who  threatened  to  serve  the  injunction? 

Dr.  MoHLEB.  Mr.  Goodwin,  I  believe  his  name  is. 

Mr.  Hauoen.  One  of  the  exhibitors  ? 

Dr.  Mohleb.  No,  sir;  I  believe  he  is  attorney  for  them. 

Mr.  Haugen.  Was  he  the  attorney  of  one  oi  the  exhibitors  or  all 
of  them  ? 

Dr.  Mohleb.  I  could  not  tell  you  that,  Mr.  Haugen. 

Mr.  Haugen.  That  has  reference  to  this  particular  herd? 

Dr.  Mohleb.  Yes,  sir. 

Mr.  Haugen.  These  dairy  cattle  ? 

Dr.  Mohleb.  Yes,  sir. 

The  Chaibman.  Col.  French,  do  you  know  anything  about  that? 

Mr.  Fbench.  Mr.  Goodwin  is  attorney  for  the  Exhibitors  Assoda- 
lion,  and  I  presume  acted  with  their  authority. 

Mr.  Haugen.  Has  there  been  any  other  threat  of  injunction— I 
mean  throughout  the  United  States  s 

Dr.  Mohleb.  Yes,  sir.  There  was  an  injunction  obtained  by  the 
farmers  of  Richland  County,  Ohio,  and  an  injunction  was  obtained 
by  some  individual  in  Kane  County,  HI.  I  think  it  was  a  Mr.  Car- 
penter, but  I  do  not  know  positively  that  that  is  his  name.  The 
Kichland  Coimty  farmers  got  together  and  had  the  judge  withdraw 
the  injimction,  and  the  same  procediu*e  followed  in  Kane  County, 
111. ;  so  that  at  present  there  are  no  injunctions  an3rwhere  so  far  as  I 
know. 

Mr.  Hawlet.  Suppose  there  had  been  no  objection  and  you  had 
destroyed  the  first  cow  that  came  down  with  tne  disease,  as  othen 
eame  down  with  it,  if  they  had,  would  you  have  destroyed  themi 

Dr.  Mohleb.  We  would  have  followed  that  policy  up  to  a  certain 
point. 

Mr.  Hawley.  What  would  that  point  have  been  ? 

Dr.  Mohleb.  That  would  depend  on  circumstances  and  values 
involved.     I  could  not  say. 

Mr.  McLaughlin.  The  first  Holstein,  you  mean  ? 

Dr.  Mohleb.  Yes.  By  the  way,  that  Holstein  was  an  animal  that 
stood  at  the  end  of  the  row,  where  people  would  naturally  come  more 
in  contact  with  her  than  others  in  the  middle  of  the  row  of  animals. 
These  Holsteins,  of  which  the  one  that  became  infected  first  was  a 
member,  had  a  large  **For  sale"  sign  over  them,  and  they  were  being 
exhibited  with  the  view  of  soUing  them.  A  niunber  of  people  were 
there  mouthing  these  animals  and  examining  them  to  see  now  old 
they  were,  and  it  is  not  at  all  difficult  to  see  now  infection  could  be 
carried.  One  of  the  men  told  me  that  one  of  the  farmers  that  had  lost 
his  animals  in  the  State  of  Indiana  had  been  present  teUing  these  boys 
©f  the  dairy  show  how  the  Government  slaughtered  tne  animals, 
how  they  were  buried,  and  how  the  attendants  disinfected  themselves, 
describing  the  apparatus  and  methods  of  disinfection. 

The  Chairman.  Dr.  Mohler,  what  effect,  if  any,  did  this  threatened 
injunction  have  upon  the  pohcy  of  the  department  in  reference  to  this 
situation  ? 

Dr.  Mohleb.  Wo  did  not  do  anvthing  further.  About  a  week  or  so 
afterwards,  the  delegation  of  exnibitors  reached  Washington.  CoL 
French,  Mr.  Marsh,  Mr.  Hill,  Col.  Fairfax,  Mr.  White,  and  Mr.  Ames 
were  in  that  delegation,  and  the  question  at  that  time  was  put  up-to  the 
department  whether  we  would  not  allow  them  to  hold  tnose  animals 
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for  experimental  purposes  at  their  own  expense.  Col.  French  had 
a  very  commodious  horse  stable  within  a  mile  of  the  stock  yards, 
where  these  animals  could  be  taken  direct  by  cars  outside  the  stock- 
yards section  on  the  railroad  tracks  and  unloaded  without  any  danger 
mto  this  stable.  They  were  perfectly  wilhng,  they  said,  to  Keep  the 
animals  under  quarantine  for  a  year,  if  necessary,  to  carry  out  the 
purposes  of  the  experiment. 

Mr.  Anderson.  Let  me  understand  that,  Dr.  Mohler.  You  say 
this  committee  came  to  Washington  ? 

Dr.  Mohler.  Yes,  sir. 

Mr.  Anderson.  Whom  did  they  see  in  Washington? 

Dr.  Mohler.  They  saw  the  Secretary  and  they  saw  Dr.  Melvin. 

Mr.  Anderi^on.  Were  you  there? 

Dr.  Mohler.  I  was  tnere  when  the  conversation  was  had  with 
Dr.  Melvin. 

Mr.  Anderson.  I  think  you  had  better  state  that  conversation  as 
nearly  as  you  can  remember  it. 

Dr.  Mohler.  I  was  called  in  after  the  gentlemen  had  been  with 
Dr.  Melvin  in  his  office  for  probably  half  an  hour,  so  I  can  not  tell 
what  occurred  previous  to  tnat  time.  But  the  point  was  presented 
to  Dr.  Melvin  that  this  was  a  valuable  herd,  containing  blood  strains, 
that  it  would  be  a  terrible  hardship  to  the  industry  to  lose,  which  is 
absolutely  true,  if  the  cattle  should  be  slaughtered.  They  requested 
permission  of  the  department  to  get  these  animals  to  a  stable  where 
they  could  be  placed  under  observation  to  study  the  character  of  the 
lesions  and  to  see  how  soon  the  animals  would  recover,'  and  they 
agreed  to  place  them  under  absolute  quarantine  until  such  time  as 
the  department  considered  it  satisfactory  and  safe  to  let  them  go  to 
their  respective  States. 

Mr.  Anderson.  What  was  the  date  of  this  conversation? 

Dr.  Mohler.  Some  time  in  November,  as  nearly  as  I  can  remember. 

Mr.  Anderson.  It  was  after  the  disease  had  appeared  in  the  herd  ? 

Dr.  Mohler.  Yes,  sir;  it  was  getting  very  extensive  then.  They 
were  coming  down  at  the  rate  of  10  or  more  a  day. 

Mr.  Anderson.  The  proposition  at  that  time  was  to  remove  the 
herd  from  the  show  bam  to  some  other  place  ? 

Dr.  Mohler.  To  Col.  French's  stables,  about  a  mile  away  from  the 
stock  yards. 

Mr.  Anderson.  That  has  since  been  done? 

Dr.  Mohler.  No,  sir.  The -City  Council  of  Chicago  refused  to 
grant  a  permit,  and  they  had  some  complications,  so  they  were  not 
able  to  move  the  animals  to  that  particular  point.  After  that  they 
got  a  lease  on  a  race  track  out  at  llawthorne,  farther  out  of  town. 

Mr.  Anderson.  Did  the  department  at  that  time  consent  to  the 
proposition  submitted  by  Col.  French  and  the  committee  ? 

Dr.  Mohler.  The  department  was  willing  for  the  experiment  to 
go  on  under  those  conditions. 

The  Chairman.  Do  I  understand  you  to  say  the  proposition  of  Col. 
French  and  this  committee  was  that  this  experiment  should  be  car- 
ried on  at  the  expense  of  these  exhibitors? 

Dr.  Mohler.  Yes,  sir;  they  were  wiUing  to  go  to  any  expense 
and  to  keep  the  herd  under  quarantine  for  a  period  of  time,  they  said, 
as  long  as  a  year,  if  necessary,  to  carry  out  the  purposes  of  this  par- 
ticular experiment. 


1414  QUAEANTINE   OF  CATTLE. 

Mr.  Hawlet.  In  Col.  French's  stable  ? 

Dr.  MoHLER.  In  Col.  French's  stable;  yes. 

The  Chairman.  And  without  expense  to  the  Government? 

Dr.  MoHLER.  Yes,  sir;  absolutely. 

Mr.  Reilly.  Dr.  Mohler,  if  you  nad  your  way  with  that  herd  at 
that  time,  what  would  have  been  the  condition  of  the  herd  to-day  I 

Dr.  Mohler.  The  Dairy  Show  herd? 

Mr.  Reilly.  Suppose  the  owners  had  turned  it  over  carte  blanche 
to  the  department,  what  would  have  been  the  condition  of  the  herd 
to-day? 

Dr.  Mohler.  We  would  have  treated  that  herd  like  the  hospital 

Seople  would,  have  treated  children  with  scarlet  fever.  We  ea- 
eavored  to  do  that  at  the  beginning.  They  had  curtains  made  out 
of  musUn,  soaked  with  disinfectant,  and  the  cattle  were  divided  in 
small  units  so  that  in  case  one  unit  became  infected,  the  disease  would 
not  be  carried  to  others.  The  idea  would  have  been  to  put  that  herd 
under  hospital  conditions,  and  there  is  documentary  evidence  to 
show  that  we  advised  that  the  herd  be  placed  under  such  conditioDS. 
I  think  we  sent  such  a  telegram  to  Mr.  Skinner,  who  is  in  charge  of 
the  exhibition  there,  and  to  others.  There  have  been  a  number  of 
scientists  visit  that  place  who  have  conmiented  on  the  failure  to 
keep  the  units  distinct  through  laxity  of  the  attendants,  but  I  have 
not  been  there.  I  have  not  seen  the  herd  at  all  since  it  became  in- 
fected. 

Mr,  Reilly.  Why  did  not  the  department  take  steps  at  once  to 
put  that  herd  imder  hospital  conditions  ? 

Dr.  Mohler.  It  did.     There  are  tele^ams  to  show  that  fact. 

Mr.  Reilly.  You  said  they  were  coming  down  at  the  rate  of  20  a 
day. 

Dr.  Mohler.  That  was  later  on,  when  these  gentlemen  came  to 
Washington. 

Mr.  Keilly.  Then  they  were  under  hospital  conditions,  were  they 
not? 

Dr.  Mohler.  No  ;  that  was  the  point. 

Mr.  Reilly.  What  prevented  the  department  carrying  out  this 
plan? 

Dr.  Mohler.  The  department  never  took  charge  of  the  herd  at 
that  time;  they  had  nothing  to  do  with  it.  It  was  under  the  State 
entirely.  We  made  these  su^estions  of  treating  the  herd  under  hos- 
pital conditions,  but  they  employed  their  own  veterinarian,  who  was 
a  deputy  State  veterinarian.  They  can  tell  you  the  date  of  that 
transaction.  I  think  it  was  about  the  middle  of  November.  I  re- 
member very  distinctly  that  this  gentleman  whom  they  employed 
called  up  the  Washington  office  by  long-distance  telephone  and  wanted 
to  know  whether  there  was  any  objection  from  the  department's 
standpoint  for  him  to  take  charge  of  the  herd,  and  we  said  if  the  State 
had  no  objections,  we  certainly  had  none. 

Mr.  Reilly.  From  your  experience,  what  percentage  of  the  herd 
would  necessarily  have  been  kiUed  ? 

Dr.  Mohler.  1  could  not  tell  you  that. 

Mr.  Reilly.  Wliat  has  been  the  experience  of  the  department'? 
eflForts  in  other  herds  ? 

Dr.  Mohler.  We  never  tried  it  under  these  conditions. 
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Mr.  Reillt.  How  many  have  you  killed  since  the  disease  broke 
out  in  Niles,  Mich.,  last  October? 

Dr.  MoHLER.  About  50,000. 

Mr.  Reilly.  Fifty  thousand  head  ? 

Dr.  Mohler.  Yes,  sir. 

Mr.  Reilly.  Judging  from  that  experience,  what  percentage  of  that 
herd  would  you  have  had  to  kill  ? 

Dr.  Mohler.  The  conditions  on  farms  are  entirely  different  from 
conditions  where  this  herd  was.  There  are  no  hospital  conditions 
on  farms,  and  under  those  conditions  where  we  killed  these  animals 
it  would  be  merely  a  short  period  of  time  before  the  entire  herd 
or  even  another  herd  would  become  infected. 

Mr.  Reilly.  Then  you  had  no  assurance  that  if  the  department  had 
been  allowed  to  take  charge  of  this  work  they  would  not  have  had 
to  kill  the  whole  herd  ? 

Dr.  Mohler.  No;  not  at  all. 

Mr.  Reilly.  What  is  the  condition  of  the  herd  to-day  ? 

Dr.  Mohler.  I  do  not  know.  I  have  not  seen  the  herd  since  the 
infection. 

Mr^.  Reilly.  Has  there  not  been  any  valuable  information  accrued 
to  the  Government  from  this  experiment  there  in  trying  to  save  thi» 
herd? 

Dr.  Mohler.  No  more  valuable  information  than  is  obtainable 
from  the  experiences  of  Germany,  Switzerland,  and  France. 

Mr.  Reilly.  Is  not  that  the  first  experiment  you  ever  had  in  thia 
country  on  a  laboratory  plan  of  handhng  this  disease  ? 

Mr.  Mohler.  Yes,  sir. 

Mr.  Reilly.  Has  it  not  been  valuable  to  the  department? 

Mr.  Mohler.  Not  up  to  this  point. 

Mr.  Reilly.  Suppose  they  succeed  in  saving  every  member  of 
that  herd  ? 

Dr.  Mohler.  You  suggest  a  supposition  that  I  can  not  accept. 

Mr.  Reilly.  The  supposition  is  that  to-day  the  herd  is  pretty  well 
cleaned  up  from  the  disease. 

Dr.  Mohler.  Not  necessarily  so;  no,  sir. 

Mr.  Reilly.  We  will  assume  it.  Assume  that  it  is  a  fact  that  the 
herd  is  saved  and  that  not  a  single  animal  dies  from  the  foot-and- 
mouth  disease;  has  it  not  been  a  valuable  experiment  for  the  depart- 
ment ? 

Dr.  Mohler.  It  may  prove  to  be,  but  if  no  other  herds  can  be 

S laced  under  the  same  conditions,  how  should  it  be  valuable  to  the 
epartment  ? 

Mr.  Reilly.  Is  it  the  first  experience  you  have  had  in  this  country  t 

Dr.  Mohler.  Yes,  sir. 

Mr.  Reilly.  Is  it  not  a  valuable  thing  to  have  conducted  that 
experiment  successfully  in  that  line  ? 

Dr.  Mohler.  Yes,  sir. 

Mr.  Reilly.  Then  I  say  that  experiment  of  trying  to  save  the 
lives  of  that  herd  must  be  valuable  to  the  department  and  to  the 
science  in  the  treatment  of  the  foot-and-mouth  disease.  Is  not  that 
a  fact? 

Dr.  Mohler.  Yes,  sir. 

The  Chairman.  It  would  not  be  any  more  valuable  to  the  depart- 
ment than  it  would  be  to  the  cattle  breeder,  would  it.  Dr.  Mohler  ? 
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Dr.  MoHLEB.  Not  that  I  know  of. 

Mr.  McLaughlin.  Has  time  enough  elapsed  so  that  you  can 
determine  whether  these  cattle  have  been  cured  ? 

Dr.  MoHLER.  No,  sir;  it  has  not.  That  is  the  reason  I  can  not 
answer  that  question  as  to  the  value  of  the  experiment. 

Mr.  Reilly.  I  assumed  that  in  my  question. 

Dr.  MoHLER.  We  have  in  the  foot-and-mouth  disease  what  they 
call  virus  carriers,  just  as  in  man  we  have  typhoid  Marys.  People 
\<rill  recover  from  the  cholera,  for  instance,  and  spread  the  disease  lor 
a  year  afterwards;  and  we  have  that  condition  to  contend  with  in 
foot-and-mouth  disease.  Here  are  750  animals  in  the  dairy  show. 
It  is  a  very  good  gambler's  chance  that  there  is  one  weak  animal 
among  those  750,  and  it  only  requires  one  typhoid  Mary  among  them 
to  infect  all  the  animals  that  may  be  susceptible. 

Mr.  Reilly.  These  gentlemen  appearing  for  the  breeders  take  the 
position  that  they  are  cured  and  that  they  have  succeeded  in  demon- 
strating that  that  disease  has  been  eliminated  from  that  herd. 

Dr.  MOHLER.  That  is  a  wrong  conclusion. 

Mr.  Reilly.  Time  will  develop  whether  that  is  true  or  not  ? 

Dr.  Mohler.  Yes,  sir;  and  it  would  be  a  verv  valuable  experiment 
under  those  conditions  for  that  kind  of  animals,  like  the  dairy  show 
breeds. 

Mr.  Reilly.  And  it  will  also  tell  the  farmer  who  has  a  valuable 
herd  of  cattle  what  he  can  accomplish  ? 

Dr.  Mohler.  Yes,  sir;  and  at  what  trouble  and  expense. 

Mr.  Reilly.  But  it  is  the  general  understanding  among  the  fann- 
ers that  when  their  herd  contracts  the  foot-and-mouth  (usease  they 
have  to  kill  them  ? 

Dr.  Mohler.  Yes,  sir. 

Mr.  Reilly.  And  now  they  will  have  some  hope  of  cure  for  them 
if  they  get  the  right  conditions  ? 

Dr.  Mohler.  The  cure  of  the  foot-and-mouth  disease  is  not  a  very 
difficult  proposition.  This  herd  does  not  prove  that,  however.  fierduB 
have  been  cured  in  all  countries. 

Mr.  McLaughlin.  What  about  the  latent  effect  and  the  afterclap 
of  this  disease  ?    Does  it  affect  the  animal  t 

Dr.  Mohler.  It  affects  a  certain  percentage.  These  gentlemen 
referred  to  a  number  of  animals  which  were  destroyed  following  the 
infection  of  foot-and-mouth  disease.  They  were  slaughtered  before 
they  were  removed  from  Xhe  dairy  show  barn. 

Mr.  Spann.  How  many  head  were  destroyed? 

Dr.  Mohler.  I  do  not  know;  four  or  five,  I  believe. 

Mr.  Spann.  Five;  yes.  In  vour  experience  as  a  veterinarian,  if 
about  300  head  of  milch  cows  full  of  milk  had  had  a  very  severe  case 
of  cowpox,  would  not  you  have  had  a  good  many  cases  of  gai^et  and 
would  it  not  have  been  necessary  to  remove  them? 

Dr.  Mohler.  Yes;  very  likely. 

Mr.  Spann.  And  to  have  killed  those  cows  ? 

Dr.  Mohler.  Yes,  sir. 

Wt.  Spann.  You  say  you  do  not  know  whether  these  cattle  are 
cured  or  not  ? 

Dr.  Mohler.  No,  sir. 

Mr.  Spann.  You  do  not  know  the  condition  of  the  cattle  at  all! 

Dr.  Mohler.  No,  sir. 
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Mr.  SpaI^n.  Has  not  the  department  one  or  two  veterinarians 
there  ? 

Dr.  MoHLEB.  Yes,  sir;  one. 

Mr.  Spann.  And  do  you  not  get  any  reports  from  him  ? 

Dr.  MoHLER.  We  get  reports  from  nim;  yes. 

Mr.  Spann.  You  were  down  in  Chicago,  were  you  not? 

Dr.  MoHLEB.  Yes,  sir. 

Mr.  Spann.  And  you  did  not  go  to  see  these  cattle  ? 

Dr.  MoHLEB.  No,  sir. 

Mr.  Spann.  No  one  objected  to  your  seeing  them? 

Dr.  MoHLER.  No,  sir.  I  got  there  one  day  and  left  the  next,  and 
all  the  time  I  was  in  Chicago  I  was  exceedingly  busy. 

Mr.  Spann.  This  is  an  exceedingly  important  experiment,  and  you 
were,  down  there 

J>T.  MoHLEB.  There  is  nothing  I  could  do  if  I  saw  them. 

Mr.  Spann.  Has  not  the  report  been  made  that  these'  cattle  have 
recovered  so  far  as  it  can  be  smwn  they  have  this  disease  ? 

Dr.  MoHLER.  Yes,  sir;  so  far  as  outward  appearances  are  con- 
cerned. 

Mr.  Spann.  And  are  in  the  most  perfect  condition  cattle  could 
bem? 

Dr.  MoHLER.  No;  I  would  not  say  that.  There  are  several  lame 
bulls  there,  and  there  are  two  or  three  animals  that  have  died  in  the 
last  four  or  five  weeks. 

Mr.  Spann.  You  eet  reports  of  what  they  are  doing  there,  and  from 
what  they  died.  They  did  not  die  from  the  foot-and-mouth  disease, 
did  they  ? 

Dr.  MOHLER.  Not  that  I  know  of. 

Mr.  Spann.  And  of  that  750  head  which  have  been  kept  in  the 
stable  now  for  four  or  five  months,  you  would  naturally  expect  to  lose 
a  few  animals,  would  you  not  ? 

Dr.  MoHLER.  Yes,  sir. 

Mr.  Hawley.  What  is  the  matter  with  that  lame  bull? 

Mr.  Spann.  He  has  dropsy  in  one  leg,  I  believe. 

Mr,  Hawley.  It  is  not  the  foot-and-mouth  disease? 

Mr.  Spann.  No,  sir;  the  veterinarian  says  it  is  not. 

Mr.  Anderson.  Dr.  Mohler,  if  I  understand  your  position,  the 

f proposition  is  this:  While  these  cattle  may  be  cured  of  the  disease,  so 
ar  as  appearances  are  concerned,  there  is  absolutely  no  proof  that 
they  might  not  communicate  the  disease  to  other  cattle  if  they  were 
scattered  over  the  coimtry  now  ? 

Dr.  Mohler.  Yes,  sir. 

Mr.  Spann.  Is  it  not  a  fact  that  about  43  head  of  Guernsey  cattle 
came  to  this  country  18  years  a^o  and  were  inspected  on  shipboard, 
and  brought  to  Baltimore,  ana  taken  out  to  quarantine  between 
Baltimore  and  Philadelphia,  and  those  cattle  were  sold  afterwards  at 
public  sale  and  scattereci  all  over  this  country  ? 

Dr.  Mohler.  I  saw  that  reported  in  the  Breeders'  Gazette,  aani  I  have 
had  half  a  dozen  letters  from  individuals  about  it.  The  shipment  you 
refer  to,  according  to  the  artide  in  the  Breeders'  Gazette,  occurred 
in  1883.  That  was  the  year  before  the  Bureau  of  Animal  Industry 
was  established.  At  that  time  the  importation  of  live  stock  was 
under  the  Treasury  Department.  I  have  gone  through  the  Treasury 
Department  reports,  beginning  with  1880  and  continuing  right  up 
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to  the  time  the  importation  of  live  stock  passed  into  our  hands,  and 
there  is  no  such  record  of  any  such  importation.  Furthennore,  those 
cattle  went  to  Pennsylvania,  accorcun^  to  the  statement  in  the 
Breeders'  Gazette.  The  State  veterinarian  of  Pennsylvania  at  that 
time  was  Dr.  Bridge.  Dr.  Bridge  was  a  member  of  the  Pennsylvania 
State  Board  of  Agriculture,  and  that  board  furnishes  reports  to  citi- 
zens of  Pennsylvania  yearly.  There  is  no  statement  of  that  kind 
about  that  herd  in  the  year  1882  or  1883  or  1884,  in  the  reports  of 
the  State  Veterinarian  of  Pennsylvania,  or  in  the  reports  of  the  Penn- 
sylvania State  Board  of  Agriculture.    That  is  all  I  can  tell  you. 

Mr.  Spann.  Did  you  write  to  Dr.  Bridge  1 

Dr.  MoHLER.  He  is  dead.     He  died  about  October,  1914. 

Mr.  French.  Mr.  Chairman,  I  think  I  can  dear  up  this  situation, 
if  I  may  do  so. 

The  Chairman.  We  would  be  glad  to  have  you  do  so.  Col.  French, 

Mr.  French.  It  is  true  the  cows  were  taken  over  into  Pennsylvania 
but  it  is  also  true  that  they  did  not  tell  anybody  that  they  had  the 
foot-and-mouth  disease.  They  all  recovered  and  were  smpped  ali 
over  the  country,  and  we  have  the  facts  from  the  man  who  took  care 
of  the  cattle,  and  those  facts  can  be  produced  for  this  committee  if 
they  desire  them. 

The  Chairman.  I  do  not  think  that  is  very  material  to  this  inquiry. 
Let  me  ask  one  further  question  of  Dr.  Mohler.  How  many  out- 
breaks of  the  foot-and-mouth  disease  have  we  had  in  this  country! 

Dr.  Mohler.  There  was  one  in  1870,  1880,  1884,  1902,  1908,  and 
then  the  present  outbreak — six  altogether. 

The  Chairman.  What  has  been  the  poUcy  of  the  Government  in 
all  of  these  outbreaks  in  reference  to  the  payment  for  the  destruction 
of  the  animals  ? 

Dr.  Mohler.  The  Government  only  took  charge  of  the  last  three 
outbreaks. 

The  Chairman.  What  was  the  policy  of  the  Government  in  those 
three  outbreaks? 

Dr.  MoHLBR.  The  poUcj  of  the  Government  has  been  to  co- 
operate with  the  States  m  quarantining  the  section  of  the  State 
infected,  to  appraise  the  animals  at  their  utility  value,  to  have  than 
slaughtered  and  buried  under  State  law  or  State  regulation,  to  dis- 
infect the  premises  and  hold  the  premises  vacant  for  a  period  of  time 
so  that  the  time  element  would  nave  something  to  do  with  the  total 
elimination  of  the  virus  around  the  vicinity. 

The  Chairman.  What  has  been  your  policy  in  reference  to  pay- 
ments for  destroying  animals? 

Dr.  Mohler.  The  policy  of  the  Government  was  this:  In  the  out- 
break of  1902  we  paid  about  70  per  cent  of  the  appraised  value,  and 
the  States  paid  the  balance.  In  the  outbreak  of  1908  we  paid  66} 
per  cent,  and  the  States  paid  the  remaining  one-third.  In  this  present 
outbreak,  the  amount  of  the  payment  by  the  Government  has  beea 
on  the  50  per  cent  basis. 

The  Chairman.  Is  there  anything  in  the  Federal  law  compellii? 
the  department  to  make  any  payment  for  these  slaughtered  cattle!  I 

Dr.  Mohler.  No,  sir. 

The  Chairman.  Is  it  a  voluntary  act  on  the  part  of  the  Departs 
ment  of  Agriculture  ? 

Dr.  Mohler.  Yes,  sir. 
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The  Chairman.  Sanctioned  by  Congress  ? 

Dr.  MoHLEB.  Yes,  sir. 

The  Chairman  .  Have  you  ever  had  a  situation  just  such  as  you 
have  in  reference  to  this  herd,  where  you  quarantined  them  and  hdd 
them  for  observation  ? 

Dr.  MoHLER.  No,  sir. 

The  Chairman.  There  is,  therefore,  no  precedent  on  record  which 
would  either  justify  or  not  justify  the  payment  of  the  expenses  for 
this  quarantine,  is  there? 

Dr.  MoHLER.  Not  to  my  knowledge. 

The  Chairman.  Would  you  desire  to  express  an  opinion  as  to  what 
the  policy  will  be  in  reference  to  that — and  if  you  ao  not  care  to  do 
so,  you  need  not  do  it,  of  course. 

Dr.  MoHLER.  I  would  prefer  not  to  express  my  opinion  on  that. 

Mr.  Heloesen.  What  do  you  mean,  Dr.  Mohler,  by  ''utility 
value''? 

Dr.  Mohler.  For  instance,  these  steers  that  were  referred  to  in 
the  testimony  this  morning  were  purchased  at  Chicago  at  7  cents  a 
pound.  We  just  took  the  bill  that  that  man  had  taken  from  the 
commission  house  in  Chicago  and  appraised  them  at  that  value. 

Mx.  Helgesen.  That  would  be  on  the  basis  of  the  beef  value  ? 

Dr.  Mohler.  Yes,  sir. 

Mr.  Heloesen.  In  the  case  of  dairy  herds,  you  would  take  a  dif- 
ferent basis  ? 

Dr.  Mohler.  Yes,  sir.  We  have  paid  as  high  as  $200  for  fine  dairy 
animals.     We  have  paid  $125  for  ?rade  animals. 

Mr.  Hauqen.  What  was  the  hignest  price  paid  ? 

Dr.  Mohler.  I  could  not  tell  you. 

Mr.  Haugen.  Can  you  give  an  estimate  ? 

Dr.  Mohler.  I  think  the  highest  prices  paid,  that  I  recall  now, 
were  for  some  shorthorn  cattle  killed  up  in  Montana.  They  were 
itnimals  taken  out  of  Wisconsin  and  we  paid  about  $267  for  some  of 
the  cows. 

Mr.  Hauqen.  The  department  paid  that  ? 

Dr.  Mohler.  We  paid  half  of  it. 

Mr.  Helgesen.  You  paid  on  that  basis  ? 

Dr.  Mohler.  Yes,  sir. 

Mr.  BU.UGEN.  Was  that  the  dairy  value,  or  the  meat  value,  or  what 
value  was  it  ? 

Dr.  Mohler.  That  was  the  dairy  value.  They  were  dual-purpose 
cows. 

Mr.  Hauqen.  You  considered  them  worth  that  money  for  dairy 
purposes? 

Dr.  Mohler.  Yes,  sir. 

The  Chairman.  In  that  connection,  you  make  your  payments 
upon  the  beef  and  dairy  value  of  the  cattle  ? 

Dr.  Mohler.  Yes,  sir. 

The  Chairman.  Have  you  ever  made  payments  upon  the  breed- 
ing Yftlue  of  the  animal  ? 

Dr.  Mohler.  I  beheve  there  have  been  one  or  two  instances  of  that 
kind,  where  it  was  desired  to  have  the  animals  destroyed  promptly 
and  where  there  was  objection  made  by  owners  to  the  destruction  of 
the  animals  unless  they  got  a  higher  value. 

The  Chairman.  Has  that  been  the  poUcy  of  the  department  ? 


1420  QUABANTINE  OF  CAXTLB. 

Dr.  MoHLEB.  No,  sir;  that  has  not  been  the  policy  of  the  depart- 
ment. There  were  several  exceptions,  however.  It  was  thought 
desirable  to  put  the  animals  under  the  ground  for  the  object  lesson 
it  would  be  to  the  other  farmers  in  that  vicinity. 

The  Chairman.  What  is  your  poUcy  in  reference  to  the  animals 
that  have  been  infected  with  this  dourine  i  What  is  the  basis  of  your 
pavment  in  that  respect  1 

t)r.  MoHLER.  I  beUeve  the  maximum  we  pay  is  $100  per  animal. 
We  pay  on  the  basis  of  50  per  cent  of  the  appraised  value,  and  we 
limit  it  to  $100  for  our  share. 

The  Chairman.  Did  you  take  into  consideration,  in  reference  to 
that  disease,  the  breeding  value  of  the  animal  ? 

Dr.  MoHLER.  No,  sir;  because  when  an  animal  gets  infected  with 
dourine,  it  is  like  the  foot-and-mouth  disease — the  breeding  value  is 
reduced,  and  particularly  so  with  dourine,  which  is  a  very  chronic, 
long-drawn-out  disease,  that  is  capable  of  being  transmitted  two  o^ 
three  years  after  the  animal  first  becomes  infected. 

The  Chairman.  Do  you  find  it  necessary  to  destroy  any  other 
animals  suffering  with  any  other  disease  than  dourine  or  the  foot-and- 
mouth  disease,  Eke  tuberculosis,  or  cholera? 

Dr.  MoHLER.  No,  sir;  we  have  not. 

Mr.  Helqesen.  There  has  been  very  few  cases  of  dourine  in 
thoroughbred  animals,  has  there  not  1 

Dr.  MoHLER.  There  have  been  some  very  valuable  stallions  out  in 
North  Dakota,  worth  several  thousand  dollars,  that  have  had  that 
disease. 

Mr.  Haugen.  Did  not  the  department  destroy  a  number  of  cattle 
here  in  the  District  of  Columbia,  and  was  there  not  an  appropriation , 
made  for  it  some  years  ago  ? 

Dr.  MoHLER.  For  tuberculosis  ? 

Mr.  Haugen.  Yes. 

Dr.  MoHLER.  Yes;  just  for  the  District  of  Columbia. 

Mr.  Haugen.  I  imderstood  you  to  say  there  had  not  been  any 
such  cases. 

Dr.  Mohler.  Yes;  I  forgot  that  for  the  moment.  They  cleaned 
up  the  District  of  Columbia  of  tuberculosis  some  four  or  more  years 
ago. 

Mr.  Haugen.  You  said  there  were  one  or  two  instances  where  you 
paid  the  full  bill.  How  many  cattle  were  in  the  herd,  or  what  was 
the  expense  t 

Dr.  MOHLER.  Where  was  that  ? 

Mr.  Haugen.  You  referred  to  one  or  two  instances  where  the  de- 
partment had  paid  the  real  value  of  the  stock. 

Dr.  Mohler.  One  was  the  Barton  herd  out  in  Illinois,  of  brown 
Swiss  cattle. 

Mr.  Haugen.  How  many  head  were  there? 

Dr.  Mohler.  I  can  not  recall  the  number. 

Mr.  Haugen.  A  considerable  number? 

Dr.  Mohler.  About  40, 1  beUeve. 

Mr.  Haugen.  About  how  much  a  head? 

Dr.  Mohler.  I  reallv  have  not  that  information  in  my  mind. 

Mr.  Haugen.  And  the  number  of  the  other  herd? 

Dr.  Mohler.  There  were  13  carloads  of  mixed  cattle. 

Mr.  Haugen.  Of  full  bloods  ? 
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-  Dr.  MoHLER.  Oh,  no.  What  percentage  were  full  blood  and  what 
percentage  were  not  I  could  not  tell  you.  The  former  were  bought  in 
Wisconsm,  and  only  two  cars,  I  think,  contamed  pure  breds.  The 
balance  were  feeders  from  Chiqago. 

Mr.  Hauqen.  I  thmk  you  referred  to  two  outside  of  Kentucky. 

Mr.  Lee.  What  did  you  do  with  this  herd  out  at  Benning  ? 

Dr.  Mohleb.  Just  recently  ? 

Mr.  Lee.  Yes. 

Dr.  Mohleb.  They  are  going  to  be  killed  this  afternoon  at  3  o'clock. 
They  are  digging  the  trenches  this  morning. 

Mr.  McLaughlin.  Something  has  been  said,  Dr.  Mohler,  about  a 
request  of  the  owners  of  the  stock  in  this  show  building  at  Chicago 
about  separating  the  animals  as  they  were  infected  or  taken  down 
with  the  disease,  so  it  might  not  spread,  and  that  the  Federal  authori- 
ties refused  to  do  that,  and  kept  the  stock  in  such  a  way  that  the 
infection  spread  all  through  the  show  bam.  What  do  you  say  about 
that  ? 

Dr.  Mohleb.  The  first  animal  which  came  down  with  the  disease 
and  the  next  10  or  11  or  12  or  13  were  immediately  taken  out  and  put 
in  the  hospital  in  an  outside  stable.    Is  not  that  so,  Mr.  Spann  t 

Mr.  Spann.  I  was  not  there.  I  think  Mr.  McLaughlin  has  probably 
confused  that  statement  with  the  statement  that  I  made  that  there 
was  no  quarantine  in  the  bam  separating  the  infected  cattle  from  the 
the  other  cattle.  The  men  in  charge  of  tne  cattle  which  had  not  been 
infected  were  allowed  to  go  down  to  where  the  cattle  were  infected. 
A  man  would  say,  for  instance,  '*We  have  one  down  in  our  place," 
and  the  men  in  the  other  places  would  run  down  to  see  it.  In  that 
way  it  infected  the  whole  bam. 

Mr.  McLaughlin.  The  statement  was  made,  as  I  remember  it, 
that  request  had  been  made  to  separate  and  quarantine  them  within 
the  bam,  so  that  those  not  infected  might  be  saved,  and  that  the 
request  was  absolutely  refused  by  the  Federal  authorities. 

Mr.  Spann.  There  was  a  request  made.  There  was  a  request  made 
of  the  authorities  there,  Dr.  Bennett  and  Mr.  Dyson,  to  allow  us  to 
take  these  cattle  that  had  not  been  infected  away  from  the  bam.  We 
could  not  take  the  infected  ones  out.     They  had  no  place  for  them. 

Mr.  McLaughlin.  What  do  you  know  about  that,  whether  or  not 
the  cattle  infected  were  separated  or  anything  done  to  protect  those 
not  infected  at  the  time  from  coming  down  with  the  disease  ? 

Dr.  Mohler.  I  know  that  the  first  20  or  30  or  40  cattle  were  taken 
down  as  soon  as  they  showed  symptoms  of  the  disease  and  put  in  this 
hospital  that  Mr.  Spann  mentioned  and  that  I  mentioned  a  while  ago^ 
and  entirely  isolated  from  the  remainder  of  the  dairy  herd. 

Mr.  McLaughlin.  Do  you  know  of  any  precaution  that  mieht 
have  been  taken  to  save  those  animals  there  from  being  infected  by 
those  that  had  already  shown  the  symptoms — any  precautions  thai 
might  have  been  taken  that  were  not  taken  ? 

Dr.  Mohleb.  As  I  said  before,  we  sent  them  telegrams  to  have 
these  animals  treated  like  the  children  in  a  scarlet-fever  hospital,  and 
of  course  it  was  necessary  to  deal  with  the  attendants.  These  people 
were  all  up  against  that  proposition  of  having  attendants  to  take  care 
of  their  animals,  and  from  what  I  understand  there  was  no  control  at 
alt  over  the  men. 
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Mr.  McLaughlin.  If  there  was  any  failure  then  to  observe  your 
rules  as  to  segregatmg  them  in  any  respect  in  the  quarantine,  it  was 
by  the  employees  and  attendants  of  the  owners  of  the  cattle  ? 

Dr.  MoHLEB.  Probably  the  employees  used  the  same  buckets  and 
the  same  currycombs  and  things  of  that  character. 

Mr.  Spann.  To  your  knowledge,  were  they  instructed  not  to  do 
those  things  t 

Dr.  MoHLER.  I  do  not  know  what  instructions  they  received. 

Mr.  Spann.  Was  it  not  a  fact  that  they  did  have  these  sheets, 
soaked  with  disinfectants,  around  the  cattle  sheds? 

Dr.  MoHLER.  They  did;  yes.  But  there  is  no  use  of  putting 
sheets  around  if  you  have  men  going  from  one  herd  to  another, 
giving  different  herds  water  from  the  same  buckets,  and  using  the 
same  currycombs,  and  halters,  and  things  of  that  kind. 

Mr.  Cooper.  Mr.  Chairman,  may  I  ask  a  question  or  two  right 
here) 

The  Chairman.  Certainly,  Mr.  Cooper. 

Mr.  Cooper.  I  introduced  the  bill  because  I  received  a  ^eat  many 
letters  from  farmers  in  three  different  counties  in  my  district.  They 
have  associations  there  and,  as  you  know,  they  have  some  very  fine- 
bred  cattle  there  as  exhibitors.  They  sent  resolutions  to  me  and  so 
I  fixed  this  bill  myself  and  notified  them  I  had  done  so,  and  they 
brought  it  up  in  Chicago. 

You  said.  Dr.  Mohler,  that  on  October  15  you  wired  to  Wash- 
ington, to  the  Secretary  of  Agriculture,  or  to  the  Department  of 
Apiculture,  that  there  was  foot-and-mouth  disease  in  iSTiles,  Mich.t 

JDr.  Mohler.  Yes,  sir. 

Mr.  Cooper.  And  you  also  said  that  on  the  16th,  the  next  day, 
you  notified  Dr.  Bennett,  your  inspector  in  Chicago  i 

Dr.  Mohler.  Yes,  sir. 

Mr.  Cooper.  Of  what  did  you  notify  him  ?  You  notified  him  there 
was  foot-and-mouth  disease  symptoms,  did  you  nott 

Dr.  Mohler.  I  do  not  know  aoout  the  16th  of  October. 

Mr.  Cooper.  That  was  your  testimony,  I  believe. 

Mr.  Anderson.  No ;  the  26th  of  Octooer. 

Dr.  Mohler.  No;  that  was  another  telegram. 

Mr.  Cooper.  You  notified  him  on  October  16.  Of  what  did  you 
notify  him  on  that  date  ?  If  you  discovered  foot-and-mouth  disease 
on  the  15th  of  October  at  Niles,  you  notified  the  department  and 

Dr.  Mohler  (interrupting).  This  is  the  way  I  thmk  I  notified  him: 
This  telegram  of  mine  was  October  15,  and  it  was  addressed  to  the 
Washington  office  here,  and  I  stated  that  it  was  indisputably  the 
Ehiropean  disease;  that  the  local  supply  of  rubber  goods  was  not  sat- 
isfactory and  asked  if  they  would  wire  Bennett  to  send  us  rubber 
coats  and  rubber  boots,  and  things  of  that  character.  He  was  noti- 
fied on  October  16  indirectly  in  that  way.  He  sent  materials  and 
kept  us  supplied  with  material  from  Chicago  on  account  of  there  being 
a  better  center,  of  course,  for  this  kind  of  things  than  we  had  at  Niles. 

Mr.  Cooper.  Dr.  Bennett  furnished  those  U)  you  ? 

Dr.  Mohler.  Some  of  those  thii^;  yes. 

Mr.  Cooper.  That  was  for  the  purpose  of  combating  the  foot-and- 
mouth  disease  at  Niles  ? 

Dr.  Mohler.  Yes,  sir.  • 
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Mr.  Cooper.  Did  he  send  them  in  answer  to  your  information  or 
request  sent  him  on  the  16th  of  October? 

Dr.  MoHLEB.  Yes,  sir;  that  was  the  date  the  Washington  office 
notified  him. 

Mr.  Cooper.  When  did  you  get  that  at  Niles  ? 

Dr.  MoHLER.  The  goods  ? 

Mr.  Cooper.  Yes. 

Dr.  MoHLER.  It  was  some  time  later. 

Mr.  Cooper.  About  what  time  I 

Dr.  MoHLER.  We  had  to  buy  a  lot  of  material  from  the  local  dealers 
and  we  had  material  sent  there  from  Washington. 

Mr.  Cooper.  You  say  you  saw  on  the  15th  that  indisputably  it  was 
the  European  disease  1 

Dr.  MoHLER.  Yes. 

Mr.  Cooper.  Exceedingly  contagious,  you  said  ? 

Dr.  MoHLER.  Yes,  sir. 

Mr.  Cooper.  And  virulent  ? 

Dr.  MoHLER.  Yes,  su*. 

Mr.  Cooper.  Did  you  not  think  then  there  ought  to  be  some  notice 
sent  to  the  management  of  that  great  dairy  show  about  that  condition  ? 

Dr.  MoHLER.  It  was  not  in  my  mind  at  all  about  the  dairy  show. 
I  was  not  thinking  about  the  dairy  show  particularly  at  that  time. 

Mr.  Cooper.  But  it  is  a  fact  that  both  you  and  the  department  in 
Washington  knew  on  October  15  that  the  foot-and-mouth  disease  was 
at  Niles,  Mich.,  within  82  miles  of  Chicago  ? 

Dr.  MoHLER.  Yes,  sir. 

Mr.  Cooper.  Of  an  extremely  contagious  kind,  as  you  recognized 
it  to  be  indisputably  the  European  disease  ? 

Dr.  MoHLER.  Yes,  sir. 

Mr.  Cooper.  I  know  what  magnificent  service  the  department 
renders  and  what  service  your  bureau  renders.  I  have  no  attack  to 
make,  or  anything  of  that  kind,  upon  you  personally.  But  do  you 
think  there  was  the  precaution  taken  that  proper  care  demandea  to 

Srevent  the  spread  of  that  virulent  contagion  that  you  knew  of  on 
October  15  or  16  ? 

Dr.  MoHLER.  Yes,  sir;  I  do. 

Mr.  Cooper.  There  was  nothing  to  prevent  men  from  coming 
through  Niles,  Mich.,  and  going  to  Chici^o,  or  going  anywhere,  was 
there? 

Dr.  MoHLER.  No;  and  we  have  no  control  over  them  even  now. 

Mr.  Cooper.  But  in  view  of  the  fact  that  people  can  do  that  and 
carry  it,  was  notice  published  of  the  virulent  character  of  the  disease, 
and  that  it  would  be  dangerous  for  cattle  owners  to  assemble  at  that 
dairy  show  at  Chicago  ?     Was  anything  of  that  kind  pubUshed  ? 

Dr.  MoHLER.  Not  that  I  know  of.  We  gave  the  press  the  infor- 
mation at  once.  Here  [indicating]  are  some  newspaper  notices  of 
the  17th  of  October.  We  brought  in  the  only  two  newspaper  men 
that  lived  in  the  city  of  Niles,  Mich.,  and  gave  them  puoHcation 
after  pubUcation.  They  used  them,  and  one  of  the  editors  said  he 
would  send  it  out  to  the  Associated  Press.  I  do  not  know  what  he 
did.     I  was  not  looking  after  the  newspaper  end  of  it. 

Mr.  Cooper.  Is  not  pubUcity  of  primary  importance  in  the  case  of 
a  great  contagion  ? 
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Dr.  MoHLER.  That  is  the  reason  we  gave  it  out  in  that  way^  and 
here  [indicating]  are  some  of  the  newspaper  notices  we  gave  out. 

Mr.  Cooper.  What  paper  is  that? 

Dr.  MoHLER.  The  Niles  Star  and  the  Sun. 

Mr.  Cooper.  Those  are  two  papers  of  which  I  have  never  heard, 
and  I  do  not  think  they  are  of  general  circulation  throughout  the 
country. 

The  Chairman.  In  justice  to  Dr.  Mohler 

Mr.  Ck)OPER  (interposing).  I  do  not  wish  to  be  understood  as  mak- 
ing^ any  criticism  of  Dr.  Mohler  personally. 

The  Chairman.  You  are  reqmred  to  publish,  in  such  newspapers, 
such  notices,  in  the  quarantined  States  or  Territories  or  District  oi 
Columbia? 

Dr.  Mohler.  Yes,  sir;  and  that  was  done.  We  can  not  go  and 
notify  individuals  or  different  show  people  all  over  the  country. 
Personally  I  have  not  given  any  thought  to  the  dairy  show  until 
after  I  got  in  Chicago  the  following  week,  and  then  I  thought  of  the 
danger,  when  I  reached  Chicago,  ofpeople  coming  from  these  infected 
States  and  going  into  the  dauy  show  oams  and  bringing  the  infec- 
tion there  with  them. 

Mr.  Cooper.  Was  not  that  the  season  of  county  fairs  ? 

Dr.  Mohler.  Yes,  sir. 

Mr.  Cooper.  And  that  is  the  season  of  stock  shows  all  through 
Minnesota,  Wisconsin,  and  Iowa  ? 

Dr.  Mohler.  Yes,  sir.  Just  to  show  you  how  peculiarly  this  dis- 
ease acts,  there  in  Niles,  Mich.,  in  Bemen  County,  we  quarantined 
not  only  Berrien  County,  but  Cass  Countv  as  well.  Cass  Cbunty 
never  became  infected,  but  there  were  191  herds  slaughtered  in  that 
one  county  of  Berrien. 

Mr.  Helgesen.  How  close  to  each  other  are  those  two  counties? 

Dr.  Mohler.  They  are  adjacent. 

Mr.  Cooper.  You  quarantined  them  on  the  19th  of  October? 

Dr.  Mohler.  Yes,  sir. 

Mr.  Cooper.  You  said  in  your  original  testimony,  and  of  course  it 
is  true,  that  thev  discovered  in  Berrien  Coimty  39  herds? 

Dr.  Mohler.  Yes,  sir;  on  October  16. 

Mr.  Cooper.  In  Berrien  County  they  had  the  foot-and-mouth  dis- 
ease as  early  as  October  19? 

Dr.  Mohler.  Yes,  sir. 

Mr.  Cooper.  And  yet  the  department  did  not  notify  and  you  do 
not  know  of  a  notification  having  been  sent  to  the  management  of 
this  great  dairy  show  ? 

Dr.  Mohler.  Yes,  sir;  it  did.  That  is  what  I  was  telling  you  this 
morning. 

Mr.  OooPER.  Who  received  that  notification  ? 

Dr.  Mohler.  That  is  what  I  was  trying  to  ascertain  from  Dr.  Mel- 
vin,  and  he  is  too  ill  to  communicate  with.  I  do  not  know  whether 
he  teld  Mr.  Skinner,  or  who  he  told,  but  that  is  the  information  I 
submitted  this  morning. 

Mr.  Cooper.  Are  you  aware  of  the  fact  that  after  you  discovered 
that  disease  among  the  39  herds  of  Berrien  County,  Alich.,  and  quar- 
antined them  on  wie  19th — and,  of  course,  after  youiiad  discovered 
the  first  instances  of  the  disease  at  Niles — stock  came  from  the  State 
of  Michigan  te  this  dairy  show  ? 
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Dr.  MoHUBR.  No,  sir;  I  do  not  know  that. 

Mr.  Cooper.  Will  you  read  that  telegram  which  you  just  received, 
Col.  French « 

The  Chairman.  Before  you  do  that,  permit  me  to  ask  Dr.  Mohler 
if  he  had  any  way  of  knowing  this  stock  came  from  Michigan  to  this 
dairy  show  i 

Dr.  Mohler.  None  at  all. 

The  Chairman.  Had  you  any  connection  with  the  dairy  show? 

Dr.  Mohler.  Not  at  all. 

The  Chairman.  Has  the  department  any  connection  with  the  dairy 
show? 

Dr.  Mohler.  None  whatsoever.  It  is  a  perfectly  independent 
exhibition. 

Mr.  Cooper.  The  dairy  show  was  in  Chicago.  To  go  from  Berrien 
County,  Mich.,  or  from  Niles,  Mich.,  there  had  to  be  mterstate  com- 
merce, and  from  this  State,  in  which  we  know  that  more  than  40 
herds  were  afflicted,  interstate  commerce  in  cattle  was  permitted 
This  telegram  which  Col.  French  has  just  received  I  would  like  to 
have  read  right  at  this  point. 

Mr.  French.  Mr.  Chairman,  Dr.  Mohler  says  the  statement  was 
made  this  morning  that  we  were  warned  against  Michigan.  I  tele- 
graphed Mr.  Skinner,  and  his  reply  is: 

Was  never  advised  against  admitting  Michigan  cattle.  There  were  11  head  in  the 
show  from  Grass  Lake. 

W.  E.  Skinner. 

The  Chairman.  Where  is  Grass  Lake? 

Mi.  McLaughlin.  That  is  in  Jackson  County,  about  60  miles  west 
of  Detroit,  on  the  Michigan  Central  Railroad. 

The  Chairman.  How  far  from  Niles,  Mr.  McLaughlin? 

Mr.  McLauohun.  On«  hundred  and  fifty  miles,  on  the  same  road. 

Mr.  French.  Let  me  finish  the  telegram  to  show  the  absolute 
fairness  of  our  association.    We  do  not  stop  there. 

And  these  cattle  were  among  the  very  last  to  come  down  with  the  diaease. 

I  merely  read  you  this  to  show  we  are  trjdng  to  give  the  actual  facts 
and  not  trying  to  make  out  a  case  by  concealing  anything. 

The  Chairman.  We  beheve  that  thoroughly — all  of  us. 

Mr.  Cooper.  Mr.  McLaughhn,  in  coming  from  Grass  Lake  up  near 
Detroit,  they  would  come  right  around  the  south  end  of  Lake 
Michigan,  would  they  not,  ri^t  through  these  coimties  that  were 
quarantined  ? 

Mr.  McLaughlin.  Yes,  sir;  that  would  be  the  natural  way.    There 

(indicating  on  map]  is  Niles.  Grass  Lake  is  not  marked  on  this  map. 
)ut  it  is  between  Ann  Arbor  and  Jackson,  on  the  Michigan  Central 
Raiboad.  The  Michigan  Central  Railroad  was  run  west  in4;he  direo- 
tion  of  Detroit. 

Mr.  Hawley.  Through  Niles? 

Mr.  McLaughlin.  Tlirough  Niles-  yes.  Blissfield,  that  has  been 
spoken  of,  is  over  near  the  Ohio  line  in  the  southeast  corner  of 
Michigan. 

The  Chairman.  At  the  time  mentioned  of  this  controversy.  Dr. 
Mohler,  did  you  have  any  authority  to  throw  a  quarantine  aroimd  the 
coimty  in  which  Grass  Lake  is  situated  ? 

Dr.  Mohler.  None,  sir;  none  whatever. 
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The  Chairman.  For  the  reason  that  no  outbreak  of  this  disease 
was  prevalent  at  that  time  in  that  section  ? 

Dr.  MoHLER.  Yes,  sir;  we  did  not  quarantine  the  entire  State  of 
Michigan  until  these  shipments  from  Chicago  were  sent  throughout 
the  State. 

The  Chairman.  When  did  you  quarantine  the  entire  State  of 
Michigan  ? 

Dr.  MOHLER.  November  2. 

The  Chairman.  After  this  show  had  closed  t 

Dr.  MoHLER.  Yes,  sir. 

Mr.  Anderson.  Dr.  Mohler,  there  has  been  some  talk  about  the 
employees  in  the  show  bams  traveling  around  from  one  cow  to  the 
other.     I  want  to  ask  you  by  whom  those  men  were  employed  ? 

Dr.  Mohler.  By  the  exhibitors. 

Mr.  Anderson.  They  were  not  employees  of  the  Government? 

Dr.  Mohler.  No,  sir.  The  Government  employees  went  in  there 
with  rubber  coats,  rubber  hats,  rubber  gloves,  and  rubber  boots.- 

Mr.  McLaughlin.  That  is,  your  men  md  that? 

Dr.  Mohler.  Yes,  sir. 

Mr.  Anderson.  The  Government  had  no  control  over  the  employees 
of  the  exhibitors? 

Dr.  Mohler.  Absolutely  no  control  whatsoever. 

Mr.  Hawley.  I  would  like  to  ask  a  question  or  two,  Mr.  Chairman, 
if  I  may. 

The  Chairman.  Certainly,  Mr.  Hftwley. 

Mr.  Hawley.  There  was  some  testimony  yesterday  to  this  effect, 
that  after  a  certain  length  of  time  the  cattle  were  taken  from  the  pos- 
session of  the  owners  by  some  other  authority  and  held  by  that  other 
authority  and  the  owners  deprived  of  the  possession  oi  the  cattle. 
Was  that  authority  that  took  possession  of  tbe  cattle  and  ousted  the 
owners  of  their  possession,  the  authority  of  the  State  of  Illinois  or 
the  authority  of  the  Federal  Government  ? 

Dr.  Mohler.  I  can  positively  state  that  it  was  not  the  authority 
of  the  Department  of  Agricidture  or  the  United  States  Government. 
Whether  it  was  the  authority  of  the  State,  I  am  not  prepared  to  say, 
but  it  was  not  the  Government. 

Mr.  Anderson.  Could  the  State  government  or  the  Federal  Gov- 
ernment have  exercised  the  control  over  these  cattle  which  would 
have  excluded  the  employees  of  the  exhibitors  ? 

Dr.  Mohler.  If  the  Government  took  charge  of  a  herd  of  that 
kind — for  instance,  under  our  usual  policv  of  slaughter — we  coidd 
prevent  aft  employee  coming  in  there  under  conditions  that  would 
make  himself  dangerous  to  the  neighboring  stock  on  the  adjacent 
premises. 

Mr.  Anderson.  In  that  case,  they  would  be  your  cattle  ? 

Dr.  Mohler.  Yes,  sir. 

Mr.  Anderson.  And  you  could  do  what  you  pleased  with  them? 

Dr.  Mohler.  Yes,  sir. 

Mr.  Anderson.  In  this  case  they  were  not  your  cattle  and  you  did 
not  propose  and  do  not  propose  to  pay  for  them  ? 

Dr.  Mohler.  That  is  rignt. 

Mr.  Anderson.  So  you  had  no  control  over  the  conduct  of  the 
bam? 

Dr.  Mohler.  No  ;  we  had  not. 
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Mr.  Andebson.  Or  the  cattle  ? 

Dr.  MoHLE^.  No,  sir;  neither  one. 

Mr.  Hawley.  Mr.  Chairman,  all  the  witnesses  who  were  on  the 
stand  y^terday,  I  think,  are  here  now.  They  heard  the  question 
which  1  just  asked  Dr.  Mohler.  I  would  like  to  know  if  there  is  any 
dis^reement  with  the  statement  which  he  Just  made? 

1/5.  Cooper.  What  was  your  question,  Mr.  Hawley  ? 

The  Chairman.  I  will  ask  the  reporter  to  read  it. 

The  Reporter  (reading) : 

Mr.  Hawley.  There  waa  some  teatimony  yesterday  to  this  effect,  that  after  a  cer- 
tain length  of  time  the  cattle  were  taken  from  the  possession  of  the  owners  by  some 
other  authority  and  hold  by  that  other  authority  and  the  owners  deprived  of  the 
possession  of  the  cattle.  Was  that  authority  that  took  possession  of  tne  cattle  and 
ousted  the  owners  of  their  possession  the  authority  of  the  State  of  Illinois  or  the 
authority  of  the  Federal  Government? 

The  Chairman.  What  was  Dr.  Mohler's  response  ? 
The  Reporter  (reading)  : 

Dr.  Mohler.  I  can  positively  state  that  it  was  not  the  authority  of  the  Depart- 
ment of  Agriculture  or  the  United  States  Government.  Whether  it  waa  the  authority 
of  the  State  I  am  not  prepare<l  to  say,  but  it  was  not  the  Government. 

Mr.  Hawley.  I  would  like  to  have  the  witnesses  who  testified  yes- 
terday on  that  point  make  any  statement  they  want  to  make  on  this 
feature,  hecause  it  seems  to  me  to  be  a  matenalpoint. 

Mr.  Spann.  I  will  make  this  statement,  Mr.  Chairman,  that  when 
the  foot-and-mouth  disease  broke  out  in  the  bams  where  the  cattle 
were,  an  immediate  quarantine  was  put  on  and  the  doors  locked,  and 
these  exhibitors  and  men  outside  were  not  allowed  to  go  in.  That 
lasted  several  days  until  finally  we  got  permission  from  the  depart- 
ment to  save  the  cattle  and  not  destroy  them.  Whether  it  was  the 
department  orders  to  kill  these  cattle  or  not,  the  word  that  came  to 
us  was  that  every  one  of  them  was  to  be  killed — not  the  two  or  three 
you  said  you  wanted  killed,  Dr.  Mohler,  but  they  were  all  to  be  killed. 

Mr.  Hawley.  Who  put  these  locks  on  the  bam  ? 

Mr.  Spann.  I  do  not  know. 

Mr.  Hawley.  The  State  authority  ? 

Mr.  Spann.  I  do  not  know. 

Mr.  Lesheb.  Who  gave  you  these  orders? 

Mr.  Spann.  I  do  not  know.  They  had  guards  there.  We  find  the 
State  and  Government  work  together.  They  did  in  that  instance. 
They  locked  these  barns  and  said  we  could  not  go  in. 

lir.  Hawley.  Who  said  they  were  going  to  kill  all  these  cattle — the 
State  authorities  or  the  Federal  authorities  ? 

Mr.  Spann.  I  do  not  know.     I  will  ask  Mr.  French  if  he  can  tell  you. 

Mr.  French.  Mr.  Chairman,  for  three  or  four  days  the  State  of 
Illinois  and  the  representative  of  the  United  States  Government  were 
busy  ^'passing  the  buck"  as  to  who  had  authoritv,  and  there  was  no 
quarantine  by  either  one  of  them,  and  if  we  hadf  been  law-breaking 
citizens  we  could  have  taken  our  cattle  out  and  gone  home  with  them. 
The  exhibitors  then  put  in  a  quarantine  that  was  effective,  not  wish- 
ing to  scatter  this  disease,  and  at  all  times  I  have  been  informed  that 
the  Department  of  Agriculture  have  had  a  representative  in  our 
q^uarantine  establishment.  At  all  times  we  have  asked  for  and  car- 
ried out  instructions  from  that  man,  whoever  he  might  be.    We  were 
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SO  busy  trj^ing  to  save  oiir  cattle  that  we  did  not  raise  the  question 
of  jurisdiction.  -. 

Mr.  Hawley.  Who  put  the  padlocks  on  the  door  ? 

Mr.  French.  I  am  not  sure  whether  the  State  of  Illinois  did  it  or 
whether  the  Federal  Government  did  it. 

Mr.  Helgesen.  Dr.  Mohler,  do  you  know  on  what  date  the  State 
of  Illinois  put  a  quarantine  on  there  ? 

Dr.  Mohler.  No;  I  am  not  familiar  with  the  quarantine  orders  of 
the  State.     I  think  it  was  about  the  same  time  we  did. 

Mr.  McLaughlin.  Col.  French,  you  spoke  of  the  failure  of  the  Fed- 
eral Government  to  properly  quarantine  these  animals  and  that  your 
association  did  establish  a  quarantine.  Was  that  while  thev  were  in 
the  show  barn  or  after  they  were  removed  to  the  race  track  ? 

Mr.  French.  While  they  were  in  the  show  barn. 

Mr.  Hawley.  Do  you  remember  about  what  date  you  put  your 
quarantine  on? 

Mr.  French.  About  the  1st  of  November — ^possibly  the  31st  day 
of  October,  or  possiblv  the  2d  of  November. 

Mr.  Cooper.  I  would  like  to  ask  a  Question,  if  I  may,  Mr.  Chairman. 

Mr.  Spann.  Just  a  moment,  Mr.  Cooper,  please.  There  seems  to 
be  some  misunderstanding.  When  the  disease  broke  out,  they  went 
to  work  and  locked  these  bams  up  and  things  inside  the  bams  were 
in  a  chaotic  state. 

Mr.  Hawley.  It  is  a  very  important  question  as  to  who  put  the 
padlocks  on  there  and  who  put  tne  cards  there;  J  for  one  am  simply 
asking  for  information. 

Mr.  Spann.  We  can  not  teU.  The  authorities  are  so  intermixed 
that  we  can  not  tell.  The  State  and  Federal  authorities  were  work- 
ing together.  VHiat  was  given  out — I  can  not  say  that  Dr.  Bennett 
gave  it  out  or  that  Mr.  Dyson  gave  it  out,  but  information  was  riven 
out,  and  what  we  had  was  that  the  cattle  were  going  to  be  killed  and 
there  was  not  any  use  to  do  anything  about  it,  and  they  did  not  take 
the  manure  out  of  those  barns  lor  four  or  five  days.  It  was  the  most 
horrible  condition  .you  could  imagine.  It  indicated  they  had  thrown 
up  their  hands  and  the  cattle  had  to  be  killed,  and  that  is  when  we 
took  hold  and  tried  to  bring  things  out.  They  just  locked  them  up, 
and  the  men  were  in  there.  Sometimes  they  would  get  something  to 
eat  and  sometimes  they  would  not,  and  they  were  nearly  suffocated 
by  the  manure  and  stuff  piled  up  in  the  bams.  They  did  not  clean 
the  bams  for  four  or  five  days.  They  indicated  that  things  were  all 
gone  and  there  was  no  use  doing  anythiug.  I  am  not  jnaking  any 
charges,  you  understand. 

Mr.  Helgesen.  Did  you  ask  the  authorities  to  give  you  the  neces- 
sary rules  to  be  observed  in  taking  care  of  that  stock  ? 

Mr.  Spann.  I  was  not  in  charge  of  it. 

Mr.  French.  We  did;  yes. 

Mr.  Helgesen.  You  followed  the  instructions? 

Mr.  French.  We  have  at  all  times;  yes,  sir. 

Mr.  Chairman,  if  I  may  offer  a  few  remarks  here  relative  to  the 
testimony  of  Dr.  Mohler  that  the  exhibitors  were 

The  Chairman  (interposing).  Let  Dr.  Mohler  conclude  his  state- 
ment first,  and  then  we  will  hear  from  you.  Col.  French. 

Mr.  Moss.  I  would  Uke  to  ask  a  question  or  two,  Mr.  Chairman. 

The  Chairman.  Proceed,  Mr.  Moss. 
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Mr.  Moss.  I  think  that  the  whole  ground  I  want  to  go  over  has 
been  pretty  well  covered,  but  I  want  to  ask  a  question  or  two  to  clear 
it  up  in  my  own  mind. 

What  is  the  poUcy  of  the  Federal  Government  where  they  throw 
a  quarantine  arounci  a  yard  or  order  cars  disinfected,  with  reference 
to  the  disposition  of  the  refuse  that  is  taken  out  ? 

Dr.  MoHLEB.  The  quarantine  apphes  to  the  hay,  to  the  straw,  and 
to  the  manure  as  well  as  to  the  live  stock,  and  there  is  no  way  of 
getting  that  manure  out  except  after  disinfection.  When  the  ques- 
Son  has  been  put  up  to  Washmgton  about  moving  manure,  we  nave 
in  the  great  majority  of  cases  even  suggested  that  they  would  not 
move  it  for  a  certain  period  of  time.  For  instance,  a  report  was 
sent  in  about  two  weeks  ago  from  Buflfalo. 

They  had  an  enormous  quantity  of  manure  which  they  wanted  to 
move,  and  offered  to  sprinHe  cresol,  a  very  good  disinfectant,  over 
every  2  inches  of  manure,  but  the  order  went  back  saying  we  would 
advise  them  to  compost  that  manure  for  three  or  four  months  before 
allowing  it  to  go  out;  and  the  same  information  was  requested  with 
reference  to  the  yards  at  Albany,  N.  Y. 

Mr.  Hawlet.  X  ou  are  sure  this  disinfectant  you  put  on  the  manure 
killed  the  germ  or  whatever  you  call  it  ? 

Dr.  MoHLER.  Yes,  sir. 

Mr.  Hawlet.  You  are  absolutely  sure  of  that  ? 

Dr.  MoHLER.  Yes,  sir. 

Mr.  Hawlet.  Did  you  ever  try  the  using  of  manure  to  see  if  it 
would  infect  any  animal  ? 

Dr.  Mohler.  No,  but  we  have  stocked  a  barn  after  this  disinfectant 
has  been  used,  with  animals  susceptible  to  the  disease  and  no  symp- 
toms of  disease  appeared  in  the  ammals  that  were  used  for  restocking 
purposes. 

Mr.  Moss.  Has  the  Department  of  Agriculture,  in  any  case  within 
your  knowledge,  consented  to  the  sale  or  distribution  of  manure  that 
nas  come  out  of  infected  areas  without  proper  and  due  disinfection? 

Dr.  Mohler.  No,  sir;  that  is  one  of  the  requirements  that  we  try- 
to  see  is  very  strongly  and  ri^dly  inforced,  because  of  the  danger. 

Mr.  Moss.  That  is  all  I  desu"e  to  ask,  Mr.  Chairman. 

Mr.  Spann.  Mr.  Chairman,  I  want  to  make  my  testimony  plain, 
then,  by  asking  a  question  or  two. 

Do  you  know  the  condition  of  the  stockyards  at  Louisville,  and 
whether  they  have  carried  out  your  instruction  there  ? 

Dr.  Mohler.  I  do  not  know  what  was  done  there.  I  know  the 
order  applies  to  the  Bourbon  stockyards  as  well  as  any  other. 

Mr.  Spann.  You  say  your  manure  at  the  Buffalo  is  kept  there  some 
time,  and  you  are  still  instructing  them  to  hold  it? 

Dr.  Mohler.  Yes,  sir. 

Mr.  Spann.  I  state  to  you.  Dr.  Mohler,  that  within  five  daj^,  or 
not  to  exceed  six  days,  wnen  the  manure  was  cleaned  up  out  of  the 
Bourbon  Stock  Yards  after  their  first  outbreak,  that  manure  was 

{)iled  outside,  an  enormous  pile  of  it,  probably  60  feet  high  and  iOO 
eet  long  or  more,  and  that  the  German  farmers  having  farmed  all 
around  there,  went  there  and  hauled  that  manure  out;  and  I  saw  the 
manure  and  I  saw  them  hauling  it  out  and  I  saw  it  on  their  farms. 
Dr.  Mohler.  Was  that  after  tne  Louisville  stock  yards  were  cleaned 
the  first  time  ? 
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Mr.  Spann.  Yes,  sir;  within  five  or  six  days. 

Dr.  MoHLER.  At  that  time  the  Louisville  stock  yards  were  in  dean 
territorv. 

Mr.  Spann.  They  were  infected.  You  had  an  outbreak  there  and 
cleaned  it  up  for  tnat  purpose. 

Dr.  MoHLER.  But  I  am  saying  after  that. 

Mr.  Spann.  I  was  there  at  that  time,  and  I  saw  them. 

Dr.  MoHLER.  You  know  for  a  long  period  the  Bourbon  Stock  Yards, 
after  they  got  infected  first  and  were  cleaned  and  disinfected  thor- 
oughly, were  dean  yards  and  remained  so  imtil  just  recently.  During 
that  period  the  manure  there  was  just  as  good  as  any  other  manure. 

Mr.  Spann.  It  was  hauled  from  those  points  where  they  cleaned 
the  stock  yards  up  just  after  the  infection. 

Dr.  MoHLER.  Prior  to  the  15th  of  November. 

Mr.  Spann.  It  was  just  after  the  infection,  I  think,  which  they  had 
out  there.  They  were  ordered  to  clean  up  and  close  the  yards,  and 
this  manure  was  piled  up  and  the  farmers  hauled  it  o£F,  and  they  have 
a  new  infection  in  Jefferson  County. 

Dr.  MoHLER.  Do  you  mean  this  last  infection  in  Jefferson  County  t 
I  think  you  are  gettmg  things  mixed  up. 

Mr.  Spann.  I  am  not  at  all.    During  the  first  infection 

Dr.  MoHLER  (interrupting).  In  November? 

Mr.  Spann.  Yes;  they  were  ordered  to  dean  it  up. 

Dr.  MoHLER.  Yes,  sir. 

Mr.  Spann.  And  they  piled  it  up  there  and  a  lot  of  Qerman  farmers 
came  and  hauled  it  away. 

Dr.  MoHLER.  You  do  not  mean  to  say  this  outbreak  in  Februaiy 
is  due  to  the  manure  in  November? 

Mr.  Spann.  I  could  not  swear  to  it,  but  I  am  very  weU  satisfied  a 
good  deal  of  it  is. 

Dr.  MoHLER.  I  will  tell  you  where  the  Louisville  and  Jefferson 
County  infection  got  started,  after  the  Bourbon  yards  got  reinfected 
from  the  Chicago  yards  in  February.  Several  small  slaughterers  in 
Louisville  took  stock  out  of  the  yards  ostensibly  for  mmiediate 
slaughter,  but  instead  they  turned  them  into  their  dairies,  which 
they  were  running  in  connection  with  their  slaughtering  business. 
There  has  been  a  oig  distillery  herd  infected,  and  also  a  number  of 
herds  belonging  to  these  Uttle  fellows,  who  got  the  disease  as  a  result 
of  breaking  the  quarantine  regulations  by  taking  stock  from  the 
Bourbon  Stock  Yards  for  purposes  other  than  slaughter,  aft^  the 
yards  were  reinfected  from  Chicago. 

Mr.  Spann.  I  simply  state  the  fact  that  this  manure  was  taken  out 
of  these  jArda  when  they  were  ordered  deaned  up  by  your  inspectors 
there,  and  hauled  out  on  the  farms.  That  is  as  far  as  my  statement 
goes. 

Dr.  MoHLER.  Do  you  know  that  it  was  not  disinfected  ? 

Mr.  Spann.  Possibly  it  was  disinfected,  but  they  took  it  out  in  the 
yards  and  piled  it  up  there.  You  do  not  think  it  would  be  safe  to 
take  that  out,  do  you  ? 

Dr.  MoHLER.  Tnat  is  the  only  way  we  have  of  disinfecting  the 
manure. 

Mr.  Spann.  You  did  not  allow  these  men  in  Buffalo  to  take  it  out, 
did  you  ? 

Dr.  MoHLER.  No. 
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Mr.  Spann.  That  is  the  point  I  make,  that  these  people  in  Louis- 
ville did,  and  those  people  up  there  in  Buffalo  did  not. 

Mr.  McLaughlin.  Tnere  was  an  outbreak  about  the  middle  of 
November,  you  say? 

Mr.  Spann.  Yes. 

Mr.  McLaughlin.  And  it  was  about  that  time  this  manure  was 
taken  out? 

Mr.  Spann.  Yes. 

Mr.  McLaughlin.  Dr.  Mohler  says  the  next  outbreak  was  in 
February  and  was  not  traceable  to  that  spreading  of  the  manure,  and 
they  can  trace  it  definitely  back  to  shipments  in  Chicago.     You  said 

Jesterday  the  spreading  of  that  manure  started  the  disease  all  over 
efferson  County. 

Mr.  Spann.  No;  you  can  not  find  that  in  my  evidence.  I  stated 
that  was  spread  all  over  Jefferson  County  and  now  they  have  a  new 
infection.  I  did  not  say  it  was  traceable  to  that,  although  I  believe 
it  is. 

Mr.  CooPEB.  He  said  they  spread  manure  all  over  the  county,  and 
now  they  have  a  new  infection. 

Mr.  French.  Dr.  Mohler  has  made  a  statement,  Mr.  Chairman^ 
that  the  owners  agreed  to  move  all  the  cattle  from  the  stockyards 
to  a  stable  which  I  had,  and  that  we  would  bear  the  expenses.  I 
offered  to  give  them  the  use  of  my  stables  for  a  year,  if  they  needed 
them,  from  a  desire  simply  to  help  this  experiment.  That  much  is 
true.  The  question  was  brought  up  if  we  would  pay  the  freight  over 
to  that  place.  We  said  we  would  pay  the  freight  the  same  as  we  had 
paid  for  the  feed,  but  we  never  had  any  idea  in  our  minds  but  what  we 
would  be  reimbursed  for  it.  I  merely  mentioned  that  to  clear  up 
Dr.  Mohler's  statement  that  we  had  agreed  to  pay  all  the  expenses  of 
this  experiment. 

Mr.  Hawley.  I  would  like  to  ask  you  on  that  point  mentioned  a 
moment  ago.  You  can  see  the  pomt,  that  if  the  Illinois  State 
government  or  some  other  authority  of  the  State  of  Illinois  was  the 
party  who  took  your  cattle  and  restrained  you  from  the  use  of  them, 
that  government  is  the  party  who  is  responsible  for  your  loss.  If 
the  Federal  Government  is  the  party  who  took  your  cattle  or  directed 
the  taking  of  them,  then  if  you  have  any  claim  for  loss  it  would  be 
properly  as  here.  I  have  been  asking  for  information  on  that  point, 
and  if  you  have  not  any  now  and  could  get  it,  I  think  it  would  be 
very  useful  for  the  committee  to  have  it. 

Mr.  French.  We  will  try  to  get  the  positive  information.  The 
only  quarantine  we  know  oi  now  was  the  quarantine  established  by 
the  United  States  Government,  effective  October  31.  We  have  never 
heard  of  a  quarantine  being  estabUshed  by  the  State  of  Illinois. 

Mr.  CooPEK.  I  will  ask  a  question,  Mr.  Chairman,  which  I  have  in 
mind  in  coimection  with  the  question  which  was  read  by  the  reporter 
a  few  moments  ago. 

You  established  a  quarantine,  Dr.  Mohler,  and  that  was  a  national 
quarantine  ? 

Dr.  Mohler.  Yes,  sir. 

Mr.  Cooper.  Can  a  national  quarantine  be  enforced  to  prevent 
interstate  shipments  without  Federal  officials  being  in  charge  to 
prevent  interstate  shipments?  What  is  the  use  of  your  quarantine 
if  you  are  not  in  charge  to  prevent  its  violation  ? 
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Dr.  MoHLER.  That  is  true. 

Mr.  Cooper.  Of  course  it  is  true. 

Dr.  MoHLER.  But  we  are  not  taking  charge  of  individual  animals 
or  herds,  because  we  are  enforcing  interstate  regulations. 

Mr.  Cooper.  You  established  a  quarantine  on  that  herd  ? 

Dr.  MoHLER.  'Not  particularly  on  that  herd. 

Mr.  Cooper.  No;  but  on  the  Union  Stock  Yards. 

Dr.  MoHLER.  Yes,  sir. 

Mr.  Cooper.  Including  the  herd? 

Dr.  MoHLER.  Yes,  sir. 

Mr.  Cooper.  How  would  that  be  enforced  without  Federal  super- 
vision? 

Dr.  MoHLER.  It  was  enforced  by  Federal  supervision  of  the  entire 
yards. 

Mr.  Cooper.  Including  this  stock  ? 

Dr.  MoHLER.  Yes,  sir. 

Mr.  Cooper.  Is  it  your  answer,  and  did  you  mean  to  have  it 
understood,  that  Mr.  Hawley  was  confining  his  question  to  the  mere 
matter  of  supervision  of  that  herd  without  any  regard  to  the  entire 
quarantine  ? 

Dr.  MoHLER.  Surely,  I  assumed  he  was  referring  to  the  individual 
herd. 

Mr.  Cooper.  But  the  Federal  official  or  officials,  inspectors,  etc., 
in  charge  of  a  national  quarantine  in  the  State  of  lUinois.  would  be 
in  cha^e  of  every  tmit  in  the  stock  yards,  including  that  herd. 

Mr.  Lesher.  Is  it  not  up  to  the  State  to  enforce  this  law? 

Mr.  Cooper.  Not  on  an  interstate-commerce  matter.  The  State 
can  permit  them  to  be  shipped  out  in  violation  of  the  interstate- 
commerce  regulations,  but  the  only  way  the  interstate-commerce 
regulation  can  be  enforced  is  by  Federal  supervision,  and  a  Federal 
quarantine  is  of  no  avail  whatever  without  the  Federal  authorities 
to  enforce  it. 

Mr.  Lesher.  How  would  you  suggest  thej^  enforce  this  law? 

Mr.  Cooper.  Just  as  they  did,  by  preventing  interstate  shipments 
from  the  yards. 

Mr.  Lesher.  How  would  you  prevent  those  ? 

Mr.  Cooper.  By  not  allowing  them  to  go  out  of  the  yard.  They 
had  an  official  there  all  the  time. 

Mr.  Lesher.  Would  you  place  guards  on  them  ? 

Mr.  Cooper.  Certainly.  They  nave  officials  there  and  inspectors 
there  to  prevent  violation  of  the  quarantine. 

Mr.  Lesher.  Would  you  place  guards  on  these  animals  ? 

Mr.  Cooper.  Undoubtedly,  and  over  the  yards.  That  is  what  they 
had  there. 

Mr.  Moss.  Dr.  Mohler,  when  you  established  the  quarantine  on  the 
31st  day  of  October,  did  you  take  any  more  particular  charge  of  this 
particular  herd  or  these  dairy  cattle  than  you  did  take  charge  of  other 
cattle  in  the  Union  Stock  Yards  ? 

Dr.  Mohler.  No,  sir. 

Mr.  Moss.  So  far  as  the  control  of  the  Government  is  concerned, 
it  extended  over  the  cattle  in  the  stockyards  and  to  that  same  degree 
it  was  extended  over  this  particular  herd  in  question  ? 

Dr.  Mohler.  Yes,  sir. 

Mr.  Moss.  That  is  the  way  I  understood  it. 
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Dr.  MoHLER.  Yes,  sir. 

Mr.  Helgesen.  I  had  to  go  out  for  a  little  while,  having  another 
appointment,  Mr.  Chairman,  but  just  before  lunch  a  question  came 
up  as  to  the  refusal  of  the  Government  to  allow  these  men  to  take 
their  herds  out  in  sealed  cars  and  ship  them  to  their  own  homes. 
Mr.  Spann  said  he  asked  permission  to  ship  his  cattle  to  Kentucky 
in  sealed  cars,  and  had  permission  of  the  Kentucky  authorities  to 
ship  them  there,  but  it  was  refused  by  Dr.  Bennett. 

Mr.  Spann.  A  telegram  to  the  same  eflFect  was  sent  to  Dr.  Melvin. 

Mr.  Helqesen.  I  asked  at  that  time  whether  or  not,  if  Dr.  Melvin 
refused  to  grant  permission  out  on  the  29th,  he  had  any  authority  to 
do  that  on  the  29th  or  not  ? 

Dr.  MoHLEB.  No,  sir-  he  had  no  authority  to  do  it  on  the  29th. 

Mr.  Heloesen.  Did  ne  exceed  his  authority  if  he  did  do  that? 

Dr.  MoHLEB.  Yes,  sir. 

Mr.  CooPEB.  You  said  Dr.  Melvin;  you  mean  Dr.  Bennett? 

Mr.  Helgesen.  I  mean  Dr.  Bennett;  yes. 

Dr.  MoHLEB.  I  assumed  you  meant  Dr.  Bennett. 

I  would  like  to  make  one  statement  regarding  a  point  brought  up 
this  morning,  and  that  was  with  reference  to  the  auction  of  a  Jersey 
herd  at  the-dairy  show.  Mr.  McFadden,  a  townsman  of  Mr.  French,  in 
Davenport,  Iowa,  was  in  my  office  several  months  ago  and  told  me  he 
p^onall^  cried  the  sale  at  the  dairy  bam,  and  he  said  the  average 
price  received  for  those  Jersey  cows  was  about  $150  per  head.  That 
is  merely  to  clear  up  the  question  asked  by  Mr.  Moss  this  morning. 

Mr.  ELawley.  Did  he  say  those  were  fine  cattle,  or  did  he  controvert 
Col.  French's  statement  that  they 'were  culls  ? 

Dr.  MoHLEB.  He  did  not  make  any  statement  about  that  at  all.  I 
merely  asked  the  question  as  to.  what  breed  of  animals  he  sold  and  the 
price  obtained. 

Mr.  Moss.  Since  the  price  has  been  mentioned,  I  would  like  to  ask 
Col.  French  a  question.  They  were  not  sold  as  culls  on  the  block? 
The  auctioneer  did  not  mention  them  as  culls  on  the  block? 

Mr.  Fbench.  Not  if  he  was  on  the  job.     No.     [Laughter.] 

Mr.  Helgesen.  Dr.  Mohler,  if  it  should  develop  that  the  State  of 
Illinois  should  not  declare  a  quarantine  in  the  Chicago  Stock  Yards, 
then  it  will  be  quite  evident,  will  it  not,  that  the  Federal  Government 
will  be  responsible  for  whatever  regulations  there  were  in  the  stock- 
yards at  that  time  ? 

Dr.  MoHLEB.  I  am  quite  sure  the  State  of  Illinois  declared  the 
quarantine.  I  do  not  want  to  assume  anything  that  I  know  to  be 
contrarv  to  the  facts,  because  I  am  quite  certain  the  State  of  Illinois 
did  declare  the  quarantine. 

Mr.  Hawley.  On  what  date  ? 

Dr.  MoHLEB.  I  do  not  know;  I  can  not  recall  the  date. 

Mr.  Ramsey.  November  2,  I  think  it  was.  I  think  it  was  that 
day  they  put  up  the  notices. 

Mr.  Hawley.  That  was  November  2,  you  say  ? 

Mr.  Ramsey.  It  was  either  Monday  or  Tuesday.  Sunday  was  the 
1st,  and  either  Monday  or  Tuesday  they  put  up  the  notices  in  the 
exchange  and  all  around  the  yards. 

The  Chairman.  Dr.  Mohler,  what  would  you  say  would  be  the  cost 
of  maintaining  this  yard  of  719  cattle,  about  which  we  have  been 
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talking;  for  the  length  of  time  that  it  has  been  maintained,  including 
the  rent,  labor,  feed,  etc.,  if  you  have  an  opinion  on  that  proposition  1 

Dr.  MoHLER.  This  expense  of  $150  per  head  for  the  length  of  time 
they  have  been  in  quarantine — ^what  ao  I  think  about  the  price  ?  Is 
that  the  qiiestion  ? 

Mr.  McLaughlin.  The  cost  of  maintaining. 

The  Chairman.  What  do  you  think  has  been  the  cost  of  main- 
taining? 

Dr.  MoHLER.  T  happen  to  know  it  is  about  $140  a  head. 

The  Chairman.  Is  that  $140  a  month? 

Dr.  MoHLER.  No;  for  the  time  since  the  animals  were  found  to  be 
infected  up  to  about  the  present  time. 

The  Chairman.  That  would  be  how  much  a  month? 

Dr.  MoHLER.  That  would  be  about  $35  a  month. 

The  Chairman.  What  do  you  say  as  to  that  cost  ?  Is  it  exorbitant 
or  not  ? 

Dr.  MoHLER.  I  think  it  is  rather  heavy  for  that  number  of  animals 
under  one  bam  and  with  conditions  as  they  were.  I  think  it  is  rather 
a  heavy  expense. 

The  Chairman.  What  do  you  think  would  be  a  reasonable  expense  ? 

Dr.  MoHLER.  $20  a  month  is  about  the  price  I  should  think  would 
be  reasonable  under  the  circumstances. 

Mr.  Heloesen.  They  testified  they  paid  $40  for  hay. 

Dr.  MoHLER.  I  was  not  asked  the  question  as  to  the  cause. 

Mr.  French.  Would  it  not  cost  a  little  more  to  maintain  them 
under  hospital  conditions  than  ordifiarjr  conditions  ? 

Dr.  MoHLER.  Certainly.  But  I  think  $35  a  month  is  rather 
exorbitant. 

Mr.  French.  It  is  exorbitant  because  the  charges  of  the  Union 
Stock  Yards  are  exorbitant,  and  we  paid  them  under  protest. 

Mr.  Moss.  As  a  matter  of  interest  to  myself,  I  would  like  to  know 
what  is  the  policj  of  the  Government  toward  this  herd  of  cattle — ^that 
is,  its  future  pohcv  ? 

Dr.  Mohler.  Mr.  Moss,  the  poUcy  of  the  department  will  rest 
entirely  upon  the  outcome  of  this  test  with  a  number  of  feeders  that 
are  being  held  ready  to  place  among  the  apparently  recovered 
animals. 

Mr.  Moss.  Is  it  within  the  possibility  of  events  that  the  Govern- 
ment will  release  these  cattle  ? 

Dr.  Mohler.  That  is  possible;  yes,  sir.  If  these  43  feeders,  or 
whatever  the  number  may  be,  show,  after  a  period  of  time,  that  they 
have  not  contracted  any  disease  from  the  seven  hundred  and  odd 
dairy  show  animals,  there  is  no  reason  why  any  other  animals  should 
contract  the  disease  from  them  in  their  home  States. 

Mr.  Hawley.  You  are  absolutely  sure  these  43,  which  are  going  to 
be  put  in  there,  have  had  no  way  of  getting  infected  outside  ? 

Dr.  Mohler.  That  is  the  very  process  of  elimination  they  are 
undergoing  now.  Thev  are  remaming  outside  for  a  period  of  12  days 
before  they  are  placed  among  these  animals,  so  if  they  do  become 
infected  we  will  be  absolutely  sure  the  disease  occurred  from  within 
and  not  from  without  the  Hawthorne  track. 

The  Chairman.  We  are  very  much  obliged.  Dr.  Mohler,  for  your 
attendance  here. , 
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Col.  French,  do  you  desire  to  make  any  supplemental  statement  ? 

Mr.  French.  I  do  not,  Mr.  Chairman,  thank  you. 

Mr.  Spann.  Mr.  Chairman,  I  want  to  thank  the  committee,  and  I 
want  to  thank  Dr.  Mohler,  and  I  want  to  say  to  you  that  I  have  no 
feeling  against  anybody  in  this  investigation,  and  I  have  no  criticism 
to  make  against  the  department.  I  want  to  thank  Dr.  Houston  and 
the  department  as  wen  for  giving  us  an  opportunity  to  save  these 
cattle.  I  think  the  criticism  of  Dr.  Bennett  at  Chicago  is  because  we 
think  he  was  imfair  to  us  and  discriminated  against  us.  I  want  to 
thank  Dr.  Mohler  for  stating  that  there  is  a  possibihty  that  we  will 
get  our  cattle.    That  is  the  most  encouraging  thing  we  have  heard. 

We  are  very  grateful  to  you,  Mr.  Chairman,  for  this  hearing. 

The  Chairman.  The  committee  will  go  into  executive  session. 

(ThereupoUi  at  4  o'clock  p.  m.,  the  committee  went  into  executive 
session.) 
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